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Trend Study of Real Estate in Industry:

Room for Improvement in Real Estate of Many Industrial Companies

It is not only trade disputes, a sluggish economy and declining orders that are putting
German industrial companies under enormous pressure. Above all, far-reaching structural
transformation is forcing automobile manufacturers and suppliers, mechanical
engineering firms and companies in all other branches of industry to make sweeping
changes. The latest Drees & Sommer trend study, Real Estate in Industry, documents how
this affects their real estate management. It also looks at the extent to which digital
solutions, along with the environmental and climate protection that society vehemently

demands, have arrived in the real estate sector.

Stuttgart, February 6, 2020. Real estate managers from companies in the industrial sector,
210 in total, took part in the survey conducted by the Stuttgart-based planning and
consulting company Drees & Sommer SE. More than half of the respondents manage
portfolios comprising more than one million square meters. 90 percent work for companies

based in Germany and 10 percent for Swiss companies.

For two out of three participants, real estate  what applies most closely to your current real estate management in relation
to centralization/decentralization?

management is now centrally organized.

Thomas Hausser, Partner at
Drees & Sommer SE, who is responsible for
many projects in the Real Estate Consulting 58 O/O

division, is generally positive about this: ‘Any

industrial company that centralizes the
management of all properties, land and
associated budgets creates the basis for T

business-oriented management in relation to real estate as well. The core business can

benefit considerably from this approach.’
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Focus on the Future Instead of Uneconomical Capital Commitment

According to the Drees & Sommer Partner, knowing exactly how marketable the entire
portfolio actually is, and the extent to which it can be transformed, places managementin a
better position to reduce maintenance backlogs and build up a digital infrastructure wisely,
use freed-up space for new business areas, or sell it at a profit. The proceeds could be
invested in innovative buildings and production halls. These facilities would not only be up
to standard for digital processes and Industry 4.0, but also for climate protection and

conservation of resources.
Raising the Status of Real Estate Management

The survey found that almost three s your enterprise introducing company-wide optimization measures that
involve real estate management as well?

quarters of managers responsible for real

estate already have to deal with these and

other measures, including optimization. =

The survey also indicates that if they want 43 /O ves

to pursue innovative approaches in real
[e)

estate  management, three quarters 20 % ~ratherno

currently encounter resistance  from

management.

‘Innovative approaches in real estate management still fail due to a lackof  This could be due in part to the low
management attention.” Do you agree with this statement?
status of real estate management in
industrial companies, which is also
O/ reflected in organizational terms,
46 O Ratherye
suggested Veronika Deuser, Senior

Project Partner at Drees & Sommer.
23 O/O Rather no
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While in one out of every three firms Whatapplies most to your current real estate management — in relation to
performance?

the organization of real estate is

assigned to the finance area and, inone 36 7% | S —
in four cases, to the production area, 36 allocation to Finance

percent of respondents state that they 2/ % | allocation to Production
belong to other corporate areas. T

allocation to Purchasing/Procurement

‘For the overall success of the business, it is increasingly important that a company has an
optimized, flexible real estate portfolio and a strong and effective real estate management,
holding the appropriate responsibilities and rights. Ideally, it should be positioned in as
neutral a business unit as possible within the company,” believes the expert on real estate

management, and organizational and process consulting.

Efficiency as the Main Driver for Digital Properties in Industry

According to the How high is your company’s annual investment in digital transformation, as a
percentage of your sales revenue?

respondents, one in
four companies invests
more than five percent
of revenue in digital
transformation. Almost
half of the enterprises
1110 15%
hope that smart
buildings and facilities
will lead, above all, to more efficient processes and a boost to operational efficiency. 28

percent see in it an opportunity for cost cutting. For one in five companies, increased user

demands are the main incentive to digitalize their properties.
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HOWGVGF, one quarter are What triggers the introduction of digital features into buildings?
concerned that smart
properties have low cyber 0
47 7o
security, ~ making  them eMiclait procassss]
enhanced operational efficiency
vulnerable to hacker attacks.
Another 25 percent consider A
20 /0 higher user needs
the high cost of technology
and the associated
maintenance to be problematic. The lack of uniform standards is seen by 17 percent as a

major risk.

What do you believe are the biggest risks of digital features in smart buildings?

25% \ (25 %

LOW-LEVEL CYBER INVESTMENT AND
SECURITY MAINTENANCE COSTS

Sustainability as a Yardstick for Business Success

In recent years, many industrial companies have begun to rethink their approach: away
from pure profit maximization and towards a more active role in relation to the
environment and society. For example, two thirds of those surveyed stated that their

company already has a strategy for becoming CO?-neutral.

However, 72 percent of those responsible for real estate admit that they have not yet
defined an end-to-end process that ensures CO? neutrality in all production steps with all

the relevant supply chains and suppliers.
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‘Considerable savings potential still lies dormant, particularly in the portfolios and
properties of industrial companies, in their technical infrastructure and production

processes,” summarized Thomas Hausser.

Do you have a specific strategy to make your company carbon-neutral?

4,0 Y0 ves

19 Y% o

Do you already have in place a process to achieve carbon-neutrality at all
stages of production — including the relevant supply chains and sub-suppliers?

41 % wo

19 O/O Ratheryes
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Drees & Sommer: Your Innovative Partner for Consulting, Planning, Construction and Operation

The leading European consulting, planning and project management enterprise, Drees & Sommer has

supported private and public clients and investors for 50 years in all aspects of real estate and
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infrastructure — both analog and digital. Through future-oriented consulting, the enterprise can offer
solutions for successful buildings, high-return portfolios, powerful infrastructure and livable cities.
The company’s 3,700 employees in 43 locations around the world work in interdisciplinary teams to
provide support for clients from a wide variety of sectors. All the services provided by the partner-run
company take into consideration both economic and ecological concerns. Drees & Sommer calls this

holistic approach ‘the blue way’.
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