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Due to the COVID-19 pandemic, uncertainties about the future development of 
German real estate prices have increased considerably. 

A global flight to safety should drive prices for residential properties up. In the 
short-run, the downturn in economic activity, particularly during the first half of 
2020, and considerable uncertainty about the future as well as the psychological 
burden are likely to result in price declines. 

The expected economic downswing leads to particular uncertainty about the 
demand for office space. Prices for office buildings may temporarily decline in 
metropolitan areas. Still, they will probably continue to be regarded as relatively 
secure investments, as they have been in the last few years, and should also 
benefit from the flight to safe havens.  

In the event of a more severe, protracted corona crisis, rents for residential and 
office space will probably stagnate in 2020. They may even decline in individual 
regions, cities or markets where contagion is particularly high.  

According to our risk scenario, the COVID-19 crisis has the potential to trigger a 
structural break in the office property market. As the crisis has increased the 
number of people who work from home, a structural decline in the demand for 
office space is possible. In that case, higher vacancies might trigger the end of 
the cycle, with property prices and rents starting to decline. 
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Our baseline scenario: COVID-19 is contained by the middle of the 
second quarter 

Contact bans and lockdowns are the main measures taken by the German 
government to try to reduce the contagion and in order to prevent the health 
system from being overrun. In the short term, these restrictions will considerably 
increase the burden on the economy. We forecast the deepest recession since 
World War II. In our baseline scenario, real GDP will shrink by about 12% during 
the first half of 2020 (compared to end-2019). The economy is likely to recover 
from the second half of 2020, but the pre-crisis level will probably not be 
reached again before the end of 2021.1 These developments will have 
considerable implications for the German residential and office property market.  

Residential properties: New construction is likely to take a blow,… 

Completion figures are likely to experience an unprecedented decline during the 
first half of the year. Bottlenecks at building authorities will probably increase 
due to contact bans, lockdowns, illness or fear of contagion. Urban planning 
procedures, the allotment of new construction plots and the issuance of 
construction permits will be delayed. In addition, the construction process itself 
will probably become more difficult, as the number of available qualified workers 
is declining due to the crisis and supply chain disruptions may lead to a 
shortage of replacement and wearing parts, which means that equipment and 
vehicles cannot be used to capacity. This may hamper new construction even 
after the start of the economic recovery. 

... and demand for residential space looks set to dip as well 

Uncertainty will cause many households move into “crisis mode” and focus on 
securing their jobs and livelihood. That means that they will be less willing to 
move or to buy a home, which is why overall demand for residential space will 
probably shrink considerably in the short term. Demand for mortgages is likely to 
slide as well. In January, new loans summed up to almost EUR 22 bn. Starting 
from this figure, we expect new mortgage lending to decrease by about EUR 3 
bn in each crisis month. A further decline in 5-10-year mortgage interest rates to 
new lows will stimulate demand only marginally. Both monetary and fiscal policy 
measures will have a fairly negligible impact on the mortgage market – not least 
because many clients still prefer to discuss the financing conditions for their new 
home in a personal meeting with their bank advisor. This is not possible right 
now as banks are temporarily closing their local offices and customers are 
restricted in their movements. The lack of notarial attestations of real estate 
purchases will also contribute to the decline in mortgage lending. Still, once the 
pandemic is over, we may see a partial catch-up.  

Residential property market: Possibly significant discrepancies for 
some time 

During the coming months, we may see a price correction due to uncertainty 
and the almost unique expected economic downturn. Many people have to cope 
with unusual psychological difficulties in the current situation. Moreover, the 
future economic development is highly unclear. Uncertainty might cause some 

                                                 
1  David Folkerts-Landau et al. (2020): Impact of Covid-19 on the global economy: Beyond the 

abyss. Deutsche Bank Research.  
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overreactions among both sellers and buyers, which is why market prices might 
be spread across an unusually wide range. At the same time, the number of 
transactions is likely to decline considerably due to the lockdown, so the major 
price discrepancies will probably have only a limited direct economic effect. We 
believe that the short-term decline in demand for residential space will be more 
important than the decline in supply. While price pressure will be lower, a flight 
to safety may tend to push prices up. As a rule, relatively risk-free assets, such 
as bonds and many properties, become more expensive during crises. With 
government bond yields having reached new lows and equity prices sliding, 
German residential properties, which offer average rent yields of roughly 4% 
p.a. across the country, will appear even more attractive than before the corona 
virus crisis. Moreover, crises in other countries (remember the euro crisis or 
Brexit) have caused immigration to Germany to increase during the past 
decade. As Germany’s household and government debt is relatively low in an 
international comparison, other countries have no provisions similar to German 
short-time work and the German healthcare system is relatively robust 
compared to other countries, immigration may rise further in the coming years. 
This should prop up structural demand for residential space. 

Residential properties to become even more attractive in the 
medium term – will this lead to massive government intervention? 

Once the end of the pandemic is in sight, the monetary and fiscal policy 
environment will shape the future price path. Considerable infringements of 
personal liberties, significant economic interventions and the huge support 
packages during the crisis months may result in unorthodox measures during 
the normalisation phase. There are significant political incentives for allowing 
higher inflation; after all, higher inflation would reduce crisis-related debt in real 
terms and prevent rates from staying at their low pre-crisis level for years to 
come. The ECB and the member states are currently funding their crisis support 
measures from traditional sources. If, however, other currency areas took 
unconventional funding measures and boosted global inflation, the euro area 
would probably be unable to escape the general trend. Either the euro would 
appreciate or inflation would accelerate in Germany, too. These developments 
would boost demand for real estate from non-euro or euro-area investors, 
respectively. Even though the government has banned rent increases for now, 
real estate will provide some protection against inflation. Market interventions 
which appeared to have an almost socialist character were popular even before 
the corona virus crisis. Ultimately, the government might put additional burdens 
on property owners. Higher wealth taxes or a tax on increased land value, which 
was already discussed before the crisis, might seem attractive to policymakers. 
Compulsory mortgages, similar to those introduced after World War II, cannot 
be excluded in the current emergency situation either. Property owners had to 
pay back these mortgages over 30 years.  

Rents may decline in hard-hit areas  

Rents for existing homes are unlikely to be increased this year. Regardless of 
temporary restrictions on terminating rent contracts, many small landlords may 
be particularly interested in the personal circumstances of their tenants and 
stable payments. The same applies to commercial landlords. Moreover, rent 
increases in the midst of the crisis may be a considerable reputational risk for 
large investors. Still, long-term, regular rent increases and contractual 
provisions, such as index-linked rents, will remain in force. Such contracts are 
relatively rare in Germany, however. New tenancy contracts are unlikely to 
provide for significant rent hikes either. Lockdowns and contact bans will keep 
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demand very low for now. In fact, landlords in some regions, cities or markets 
may be happy to find reliable tenants at all in the current situation. This is 
particularly true for regions which are hard hit by the disease; in fact, rents may 
decline significantly for some time to come in such areas. In addition, some 
landlords may leave newly built apartments vacant and opt to take advantage of 
the planned provisions on the deferral of loan payments. This provides for the 
possibility of suspending interest and redemption payments for existing loans for 
three months. In other words, payment obligations due by 30 June 2020 are to 
be deferred for three months – until 30 September 2020, if the debtors’ 
livelihood or the economic basis of their businesses are at risk.  

Office property market: Considerable uncertainty about price 
developments, stagnating rents 

Due to the deep economic crisis, prices for office space may temporarily 
decline. However, the price range may be wide, similar to that on the residential 
property market, as the forecasts for local markets will vary. Generally speaking, 
however, many office properties may become more expensive due to a flight to 
safe havens, similar to residential properties. This applies above all to office 
buildings in metropolitan areas, which have been increasingly regarded as a 
“safe haven” asset in the last few years. In contrast, office rents are likely to 
stagnate and the number of sales and new tenancy contracts might dip. This 
statement applies both to sales and to new rental agreements. Moreover, the 
coronavirus crisis raises the question of whether the increased shift towards 
working from home will permanently reduce demand for office space. The longer 
the crisis continues, the more people will get used to long-distance cooperation 
– and the more efficient will communication become. If there is a structural 
break to demand for office space (which is not our baseline scenario), rents and 
prices are likely to decline. In that case, the coronavirus crisis might trigger the 
end of the office market cycle. Overall, uncertainty about the future is 
considerably higher in the office than in the residential segment. 

Conclusion and outlook 

After a serious crisis, we usually experience a strong upswing. However, in the 
case of the corona crisis, the upswing itself might increase contagion rates and 
thus trigger a W-shaped, protracted recovery. In any case, the good piece of 
news for real estate investors is that, for as long as the crisis continues, 
investors will flee to safe haven assets. That means that demand for real estate 
will likely exceed that for other asset classes. However, the deeper and more 
protracted the crisis becomes, the larger the redistribution burdens might be in 
the longer run. 

Marc Schattenberg (+49 69 910-31875, marc.schattenberg@db.com) 

Jochen Möbert (+49 69 910-31727, jochen.moebert@db.com) 

0

4

8

12

16

93 97 01 05 09 13 17

West East

Office market: Vacancy rates 5

%

Sources: bulwiengesa, Deutsche Bank Research



  

 

In the "Germany Monitor" series we address political and structural issues which have great significance for Germany. 
These include commentaries on elections and political decisions, as well as technology and industry issues, and macro-
economic topics which go beyond the business cycle matters addressed in "Focus Germany".  

 
Germany Monitor    

Our publications can be accessed, free of 
charge, on our website 
www.dbresearch.com 
You can also register there to receive our 
publications regularly by E-mail. 

Ordering address for the print version: 
Deutsche Bank Research 
Marketing 
60262 Frankfurt am Main 
Fax: +49 69 910-31877 
E-mail: marketing.dbr@db.com 

Available faster by E-mail: 
marketing.dbr@db.com 

 The COVID-19 crisis and the  
German real estate market ..............................................  April 3, 2020 

 Berlin housing market: Rent cap may decouple real estate cycle  
from economic supercycle for a number of years ..  February 27, 2020 

 E-mobility: Remaining a niche phenomenon 
for now – at least without subsidies ............................  January 9, 2020 

 Natural gas as a transitional source of energy: 
How can Germany ensure a sufficient supply? ....  November 21, 2019 

 German property and metropolis  
market outlook 2019 ...................................................  March 14, 2019 

© Copyright 2020. Deutsche Bank AG, Deutsche Bank Research, 60262 Frankfurt am Main, Germany. All rights reserved. When quoting please cite 
“Deutsche Bank Research”. 
The above information does not constitute the provision of investment, legal or tax advice. Any views expressed reflect the current views of the author, 
which do not necessarily correspond to the opinions of Deutsche Bank AG or its affiliates. Opinions expressed may change without notice. Opinions 
expressed may differ from views set out in other documents, including research, published by Deutsche Bank. The above information is provided for 
informational purposes only and without any obligation, whether contractual or otherwise. No warranty or representation is made as to the correctness, 
completeness and accuracy of the information given or the assessments made. 
In Germany this information is approved and/or communicated by Deutsche Bank AG Frankfurt, licensed to carry on banking business and to provide 
financial services under the supervision of the European Central Bank (ECB) and the German Federal Financial Supervisory Authority (BaFin). In the 
United Kingdom this information is approved and/or communicated by Deutsche Bank AG, London Branch, a member of the London Stock Exchange, 
authorized by UK’s Prudential Regulation Authority (PRA) and subject to limited regulation by the UK’s Financial Conduct Authority (FCA) (under 
number 150018) and by the PRA. This information is distributed in Hong Kong by Deutsche Bank AG, Hong Kong Branch, in Korea by Deutsche 
Securities Korea Co. and in Singapore by Deutsche Bank AG, Singapore Branch. In Japan this information is approved and/or distributed by Deutsche 
Securities Inc. In Australia, retail clients should obtain a copy of a Product Disclosure Statement (PDS) relating to any financial product referred to in this 
report and consider the PDS before making any decision about whether to acquire the product. 
     



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


