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Recently, Jonathan A. Schein, senior vice 
president, managing director of global busi-
ness development at Institutional Real Estate, 
Inc., spoke with Georg Allendorf, Todd Hen-
derson and Victoria Sharpe of Deutsche 
Asset Management (Deutsche AM). The follow-
ing is an excerpt of that conversation.

Can you give us an update on what 
Deutsche AM is doing?

Allendorf: We are still very much con-
centrated on the direct side of the real 
estate business, particularly in the core 
and core-plus section. We manage 
about €40 billion of direct real estate 
assets for clients globally. Out of that 
€40 billion, roughly €19 billion comes 
from Europe. And recently, we have 
integrated more real estate debt into 
our product offering. We just com-
pleted a capital raise of roughly €750 
million for that product here in Europe. 
We look at debt as an alternative way 
to get real estate exposure.  

What types of debt are you offering?

Allendorf: We are primarily focused 
on the whole-loan area, but we’ve also 
mixed in some mezzanine if it’s appro-
priate. For example, in one mandate, we 
used both senior and mezzanine debt to 
provide our client a favourable return. 

Mezzanine can average around 6 per-
cent to 7 percent net; combined with a 
senior loan, this could be considered a 
good fixed-income strategy. 

What is Deutsche AM doing in the US 
and Asia?

Henderson: Over the past four years, 
we have increased AUM from $15 bil-
lion to $20 billion, so a very nice growth 
spurt. We have been actively acquiring 
real estate, but we’ve also been actively 
selling as we position our portfolio to 
take advantage of changing markets. 
This year, through the third quarter in 
the Americas, we have raised about $2.5 
billion. We have invested a little over $3 
billion for our clients, while selling about 
$1.4 billion of real estate. We are also 
actively involved in the capital markets 
side of the real estate business and have 
financed about a $1.5 billion through 
the third quarter. 

Sharpe: Deutsche Bank has been in 
Asia since 1995, so a very long time. 
Today, on the real estate side, we are 
focused on core to value-add. This pro-
vides Deutsche AM with a consistency in 
strategy as we serve clients around the 
world. Over the past couple of years, we 
have been seeing a lot of local capital, 
as well as heavy capital inflows, going to 
real estate. German capital, especially, is 
looking for a stable core strategy across 
Asia. To provide that, we are looking at 
select markets, primarily in Japan, Korea, 
Singapore and Australia. 

What makes core so attractive?

Allendorf: Core real estate is the 
long-term part of the portfolio for 
most institutional investors, as well as 
some private clients. It provides the 
main exposure to the real estate space 
and, then, if you want to spice it up, 
you look for the higher-yielding pieces, 
which we can also provide. 

Henderson: We are one of the pre- 
eminent core investors in the world, but 
we also invest across the risk-and-return 
spectrum and up and down the capital 
stack. This year alone, we aim to invest 
around $750 million dollars in mezza-
nine debt on behalf of our clients. In 
addition, we currently have 18 value-add 
or development projects totalling about 
$3 billion of assets under management. 

Investing across the spectrum makes us a 
better core investor because we can bet-
ter judge relative value.   

Sharpe: Core also doesn’t have to be 
only existing assets. Build-to-core is most 
definitely a part of what we do. We 
rarely take on the entire construction 
risk — preferring to pick up the develop-
ment later in the construction phase — 
but the lease-out risk is something we 
can manage. We’re actually doing this 
around hotels in Japan at the moment. 

What sets your business apart from com-
petitors? 

Henderson: We are probably the 
closest thing to a fully-integrated real 
estate investment management busi-
ness in the market. That allows us to 
leverage our asset management team, 
which runs close to 100 million square 
feet; our transactions team, which will 
do anywhere between $8 billion to $10 
billion of transactions a year; and our 
portfolio management team here in the 
US, which is connected to $90 billion of 
capital from institutional and retail inves-
tors all over the world. We can take all of 
the signals that come from these groups 
and distil them into appropriate invest-
ment strategies on behalf of our clients.

Allendorf: Because we have local asset 
and investment management offices in 
the markets where we invest, we are able 
to build portfolios for our clients that are 
managed by someone who understands 
their regulatory, reporting and cultural 
frameworks and can act according to the 
investors’ needs. We know our investors 
and service them in their own language 
in their own country, while having on-the-
ground nationals manage the assets in 
whatever country the assets are located. 

Henderson: Investors look at our team, 
and they see a team of innovative people 
who have worked together for a long 
time and have developed a disciplined, 
rigorous investment process that has led 
to quite a strong track record of outper-
formance versus the benchmark. 

Sharpe: It’s very rare to see the kind of 
long-term positive track record that 
Deutsche AM has. We’ve got top- 
performing funds in the US, as well as in 
Europe. This provides a very good founda-
tion to fill out our global strategy in Asia.
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How did you achieve that performance?

Allendorf: We are very active portfo-
lio managers. We have a strong track 
record of not only accumulating assets, 
but also disposing of assets when 
they have served their purpose. We 
also look at specific market situations. 
Depending on where each market is 
in the cycle, we might underweight 
one country while overweighting other 
countries, giving a broad portfolio a 
good chance to benefit from the dif-
ferent cycles within these markets. 

Core has gotten pricey in the major mar-
kets. Are you still finding opportunities?

Allendorf: While the general mar-
ket has gotten pricey, you can still 
find opportunities if you are selective. 
We think Spain is still very attractive 
because of its growth story. Germany is 
very expensive, and you have to be very 
selective, but it’s still one of our primary 
investment markets. There is also rela-
tive value in specific, high-quality loca-
tions in the Netherlands, particularly in 
the logistics sector. We are selectively 
looking at France, particularly in public 
transport–connected locations within 
the Boulevard Périphérique. 

Henderson: The debt market is attractive 
at 65 to 75 percent last dollar attachment 
points. At this point, you can achieve 
returns that are commensurate with the 
total unlevered return to equity for core 

real estate. We are also very bullish on the 
logistics sector. E-commerce has been the 
most significant contributor to industrial 
outperformance over the last couple of 
years, and that trend should continue. 

Sharpe: Just like in the Western world, 
our markets are pretty tight, but we like 
logistics across the markets, particularly 
in Singapore, Japan and Korea. In terms 
of office, we see positive rental growth 
in Sydney and Melbourne.  

Are you seeing investors moving outside 
their regions?

Allendorf: Yes. Our teams in Lon-
don and Germany manage quite a bit 
of capital for Asian clients. It’s been 
advantageous having a local team on 
the ground in Asia that can talk to 
those investors in their own language, 
while teams here in Europe can man-
age those European assets.

Sharpe: We are also seeing inflows into 
Asia as investors in Europe and the US 
look for greater diversification. When 
investors become more defensive, diver-
sification becomes more attractive. 
We’re seeing a lot of first-time global 
investors who are finally getting around 
to completing their global allocation by 
adding Asia. We are, therefore, focus-
ing on developing structured products 
for first-time capital in Asia. 

What would you tell investors to watch 
for when they are investing in core?

Allendorf: We see very low current 
yields, so achieving capital growth with 
core investments is probably not feasible. 
Investors also need to realise that within 
their lifecycle, core assets at times will 
take on value-add or even opportunis-
tic characteristics. As they age, they will 
need to be refurbished. They might lose 
a major tenant and need to be leased 
up. This is where diversification comes 
in. You could spread your expirations of 
major lease contracts in a portfolio over 
a wider range of years. You may have to 
have wider exposure to industries within 
your tenant base. You may have to have 
a spread over building ages and building 
sizes to minimise risks in a core portfolio. 

Henderson: If you’re looking to be 
more defensive, you may need to make 
sure that you’re buying a product that 
demonstrates durability in income, 
because that will translate into durabil-
ity in return. 

Sharpe: Investors should be working 
with managers that know the nuances 
and differences among markets. In Asia, 
for example, leases are very short-term, 
typically three years. That creates a very 
different risk profile than core real estate 
in the US or Europe. So while core 
might be lower risk, it’s not without any 
risk. But working with a global manager 
such as Deutsche AM aims to minimize 
those risks and help investors find the 
right investments for their portfolios. 
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CORPORATE OVERVIEW
Deutsche Asset Management –  
Real Estate
Deutsche Asset Management’s real estate 
investment business has been investing in 
real estate assets for more than 45 years. As 
part of the Alternatives platform, this business 
has more than 410 employees around the 
world and €48.4 billion in assets under 
management as of September 30, 2016, 
and offers a diverse range of strategies 
and solutions across the risk/return and 
geographic spectrums, including core and 
value-added real estate, real estate securities, 
real estate debt and opportunistic real 
estate. The real estate investment business 

employs a disciplined investment approach 
and aims to deliver attractive long-term 
risk-adjusted returns, preservation of capital 
and diversification to its investors, which 
include governments, corporations, insurance 
companies, endowments, retirement plans 
and private clients worldwide. 

Deutsche Asset Management 
With €715 bi l l ion of assets under 
management (as of September 30, 2016), 
Deutsche Asset Management¹ is one of the 
world’s leading investment management 
organizations. Deutsche Asset Management 
offers individuals and institutions traditional and 
alternative investments across all major asset 
classes. 

CORPORATE CONTACT
Ulrich von Creytz 

Head of Real Estate, Investment Specialists, 
EMEA

ulrich-von.creytz@db.com 
www.deutscherealestate.com

¹Deutsche Asset Management is the brand name of 
the Asset Management division of the Deutsche Bank 
Group. The respective legal entities offering products or 
services under the Deutsche Asset Management brand 
are specified in the respective contracts, sales materials 
and other product information documents.

Past performance is not indicative of future returns. 
No assurance can be given that investment 
objectives will be achieved.
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regulation by the Financial Conduct Authority are available on request.Securities and investment banking activities in the United States are performed by Deutsche Bank Securi-
ties Inc., member NYSE, NASD and SIPC, and its broker-dealer affiliates. Lending and other commercial banking activities in the United States are performed by Deutsche Bank 
AG, and its banking affiliates. Investments are subject to investment risk, including market fluctuations, regulatory change, counterparty risk, possible delays in repayment and 
loss of income and principal invested. 


