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It is now time to provide a detailed analysis of the real estate sector for life sciences companies. This market segment is attracting ever-

increasing interest from property developers, investors and financiers. It comes as no surprise that medical technology, pharmaceuticals 

and biotech companies have gained significant prominence over the last two years in view of their huge contribution to the control of the 

Covid-19 pandemic. These companies also research solutions to global challenges such as providing medical care to steadily ageing po-

pulations and feeding a fast-growing global population. Investments in life sciences properties are therefore investments in a sustainably 

and dynamically growing sector. 

However, investors are faced with the problem that this promising real estate segment is still relatively young and there is very little in 

the way of reliable information or data. At the same time, when assessing a real estate investment, the complexity and diversity of com-

panies from the medical technology, pharmaceuticals and biotechnology sectors is a particular challenge for developers, financiers and 

investors.

The transparency of this segment in terms of location, space requirements, transactions and key data such as rental prices and space 

take-up is rather lacking. This is almost certainly because life sciences companies – with a few exceptions such as Biontech – operate be-

low the radar screen of major market participants. Their space requirement is as complex as the varying business models of the compa-

nies. In terms of micro location, many life sciences specialists focus on less prestigious and less expensive peripheral properties and so, 

less obvious locations. 

KGAL and JLL would like to use this study to bring more transparency to the exciting life sciences market segment. For this reason, we 

have analysed the specific requirements of life sciences research companies active in Germany in terms of their location and real estate 

requirements. This has highlighted some specific issues in comparison to other industries. However, we also came across parallels, espe-

cially when it comes to making a company and jobs attractive to potential employees and competing for the best skilled workers. 

The market for life sciences real estate is very heterogeneous. The purpose of this study is to deepen our understanding of this real estate 

segment to improve transparency. Grünwald, Frankfurt June 2022
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The term life sciences generally refers to the area of research concerned with natural and engineering sciences relating to the structures 

and behaviour of living organisms1. Other definitions limit the term to mean the classic biological sciences or natural sciences. However, 

life sciences also refer to those areas of research and education dealing with the processes and structures of living beings or those invol-

ving living beings. Besides biology, these also include related fields such as medicine, biomedicine, pharmacy, biochemistry, chemistry, 

molecular biology, biophysics, bioinformatics and human biology, as well as agricultural technology, nutritional sciences and food re-

search. 

However, the term life sciences is often used to refer to application and market-oriented research, whilst by contrast, the terms bioscien-

ces and natural sciences tend to be associated more with basic research. In terms of the real estate market, the segment can be defined 

as comprising the knowledge-intensive sub-disciplines of biotechnology, pharmacy, chemistry and medicine which focus more on work 

relating to living organisms and which can have greater requirements in terms of staffing, but also building structures such as laboratory 

and production space. In terms of life sciences real estate, these also include properties with a focus on pharmaceutical logistics, research 

and development space2.
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The life sciences segment comprises the following four sub-divisions:  

Medical technology is the application of engineering-based scientific principles and norms in the area of medicine. It combines 

knowledge from the fields of technology, in particular the solution of problems, and development, and the specialised medical 

knowledge of doctors, care professionals and other occupations to improve the diagnosis, therapy, treatment, rehabilitation 

and quality of life of patients and otherwise healthy people.

Biotechnology is the use of biology for the solution of problems and the production of useful products. The best-known appli-

cation here is genetic engineering which enables scientists to adjust the DNA of an organism at their discretion3.

Digital health is the inter-disciplinary combination of health, healthcare, life and society with digital medical and healthcare 

technologies to improve the efficiency of healthcare provision and to apply medicines on a more individual and effective basis.

Pharmaceuticals in terms of the life sciences segment includes companies active in the research, development and production 

of medicines4.

The value creation chain within the life sciences segment comprises various elements such as research, development, production, distri-

bution and office-based activities. In terms of the real estate aspects, this study focuses primarily on the fields of research and develop-

ment (R&D) and the associated real estate sectors, primarily laboratories and offices. 

•

•

•

•
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Over the last 30 years, the life sciences segment has developed into an important economic industry in Germany. Since the early 1990s and 

the resulting wave of start-ups in this segment, there has been a noticeable positive development in the biosciences area5. There were 136 

start-ups in the biosciences area between 2016 and 2020. There is a particularly recognisable trend in Berlin with an enormous growth in 

the number of companies in the biotechnology segment. However, there are other life sciences clusters experiencing positive trends e.g. 

in Hamburg, Munich, the Ruhr region and Heidelberg. Unlike the other leading countries in the life sciences segment, the German market 

is not limited to one major location. It is far more characterised by its polycentric nationwide distribution across a multitude of locations.

Within Europe, Germany is currently in second place in terms of the number of companies in the life sciences segment. Only the UK is  

ahead of Germany in terms of the number of companies. 

Life Science
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However, some of the most important global market participants are based in Germany. For example, Bayer AG and Merck are two of the 

world’s leading companies in the life sciences segment. The presence of renowned companies and the excellent academic sector in Ger-

many has driven the development of a superb research and education system for future workers in this field. Germany is in second place 

amongst European countries in the comparison of the world’s top 200 universities in the life sciences segment published by JLL.

Within the segment, a number of areas of expertise have developed particularly well in Germany. There is a major focus on molecular bio-

logy, medicine and diagnostics. Many institutes and companies have specialised in this field of research. The importance of the segment 

justifies the location of the Heidelberg-based headquarters of the European Molecular Biology Lab (EMBL), an institute for basic research 

financed by around 30 countries, founded in 1974. There is also a focus on the implementation of physical components into the health-

care segment and basic research. One initiative worth mentioning here is the Deutsche Elektronen-Synchrotron (DESY), which is driving 

research into system and structural biology in co-operation with the EMBL. Another example is the OncoRay-Forschungsinstitut. This is 

a leader in the development of cancer radiation therapies. Furthermore, the field of digital healthcare innovations has attracted special 

attention in recent years. Crucial to this was the passing of the E-Health Act of 2016 and the Digital Care Act of 2019.

Germany is the largest life sciences market in Europe, at least in terms of the number of staff working in the segment. There is currently 

a total staff of some 330,000 working in almost 2,100 companies in the sector. The dominant sub-divisions are medical technology and 

pharmaceuticals which each employ a staff of just under 150,000. In second place in a European comparison is the UK. The workforce in 

these sectors there is around 270,000. In third place is Italy with around 160,000. Similar to Germany, the principal sectors in terms of em-

ployee numbers are medical technology and pharmaceuticals which employ a total staff of 80,000 and 70,000, respectively. The top five 

countries in Europe by number of staff in the life sciences segment also include Switzerland and Ireland, and all these together employed 

a staff of around one million in 2020. 

Development of the 
life sciences segment 
in Germany

7Life Science in Germany



After a few years of stable development, turnovers in the German biotechnology sub-segment experienced strong growth between 2016 

and 2020. The average annual growth rate during this period was 12%. A principal factor for this was the worldwide Covid-19 pandemic. In 

Germany alone, healthcare spending in 2020 was €27.7 billion, four times higher than the previous year’s spend. The largest sub-division 

of the life sciences segment is medical technology, but this sub-segment grew by a total of just 12% over the same period, from €29.1 bil-

lion to €34.2 billion6. 

There were still no figures available for 2021 at the time of publication, but estimates assume that the growth rate was around 50% for the 

year. This enormous hike is due primarily to the high turnovers achieved by Biontech SE7. 

Development of the 
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The potential in the life sciences segment in Germany is clear from a socio-demographic perspective. The changes in the age distribution 

of the population mean that the average age of both men and women will increase significantly during the course of this century. The pro-

portion of people in the >80 age group will grow from currently 7.1% to a level of 14.6%. Given the background of an increasingly ageing 

society, especially in industrialised countries, topics related to the research and development of new medicines and technologies are now 

taking a central role. This affects all areas of the biosciences and will significantly increase the future demand for these.

In this context, the effect of lifestyle diseases should also be mentioned. These diseases, occurring predominantly in industrialised count-

ries, are closely linked to social affluence. They result mainly from the increasing immobility of the population coupled with technical 

progress. Further research capacities are required to combat disease patterns such as cancer and heart disease across the whole of so-

ciety. The establishment of person-specific medicine has already proven to have a positive effect on this. Support from technological 

components is indispensable to advance this development, and ideally to reach a state of preventive medicine. The resulting potential 

for technological development could attract start-ups which are connected locally with pharmaceutical companies, among others. This 

could bring additional demand for office and laboratory space.

Development of the 
life sciences segment 
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These activities are extensively supported by the state. In this way, it can create the framework conditions required for effective research 

and development work. This spending on health resorts also serves to promote progress in this regard. In Germany in particular, the 

life sciences sector benefits from the German government's claim to occupy an internationally leading position in the field of biological 

sciences. In 2018, Germany spent most on healthcare compared to other EU countries with 11.5% of GDP, followed by France (11.3%) and 

Austria (10.3%). This shows Germany's strong position on meeting the challenges of an increasingly ageing population8. 

Unlike state promotion, there is also significant potential to increase the amount of venture capital investments in the German life sciences 

segment. Over the last year just €1.61 billion was invested in life sciences companies from this funding source. This means that Germany 

is in third place in Europe after France (€2.17 billion). By far the forerunner in this segment is the UK (€6.97 billion). This relatively wide gap 

is mainly because venture capital investment in Germany, especially in the life sciences segment, has only been attracting significantly 

increased interest in the more recent past. 
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The life sciences segment has been attracting increasing attention from venture capital investors for the last few years. This investor 

group is able to move into new markets at an early stage and is used by us as an indicator for the future importance of this market seg-

ment. The segment first attracted the attention of venture capital investors in the USA and later the trend continued with investors from 

the UK, and now Germany and other European countries benefit from a more widespread attractiveness for investors. ‘The life sciences 

story is now probably the most exciting for real estate investments in Europe’, says Timothé Rauly, Global Head of Fund Management at 

AXA IM Alts9. ‘The life sciences segment and the properties occupied by it have experienced a huge wave of momentum but there is still 

unbelievable growth potential’, says Christopher Merrill, co-founder of Harrison Street10. Properties occupied by the life sciences segment 

are now included in the acquisition profiles of many asset managers. Life sciences is displaying an up-and-coming trend fed not least by 

the large volume of R&D investments and the Covid-19 pandemic. However, suitable properties are often difficult to find and many are 

relatively highly priced. Internationally active investors and asset managers are increasingly interested in life sciences properties in the 

DACH region (Germany, Austria and Switzerland). For a long time, this segment was treated as niche in Germany. It has now attracted 

much greater attention in Germany, especially in the past two years, due to the success of Biontech’s Covid-19 vaccine, which has driven 

overall investor interest and contributed to a more open positioning of the segment.

The volume of venture capital available for life sciences in Western Europe more than tripled between 2016 and 2021. By far the largest 

share of the available venture capital was invested in the UK. Germany is now one of the countries with the largest investments in this 

segment, alongside France, Switzerland and the Netherlands.

Around €1.0 billion p.a. was invested in life sciences companies in Germany between 2019 and 2021, almost twice the average volume 

invested between 2016 and 2018.

Life Science
in Germany
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The risk capital available for the German life sciences sector between 2016 and 2021 tended to focus on the areas of drug discovery (€2.1 

billion), biotechnology (€1.3 billion) and medicines (€0.4 billion). There has been a significant shift of focus in 2020. While the majority of 

risk capital was invested in the biotechnology segment in 2018 and 2019, this shifted to the drug discovery segment in 2020 with by far 

the greatest share of around three quarters, which was mainly due to the development of a Covid-19 vaccine. This segment continued to 

dominate investments in Germany in 2021. In the eyes of many investors, the German life sciences market is only just catching up with 

the growth which has already taken place in the USA and the UK. In the context of this and the increasing saturation in the USA and the 

UK, Germany is viewed as having great potential for further growth in this segment11. Some investors still believe that the German market 

is undervalued. One reason for the relatively low level of private sector participation so far is that in Germany, the state provides a large 

volume of public financing and government support. This also applies to the real estate sector, which is why many life sciences properties 

are owned by public sector organisations.

Venture capital sources for 
the life sciences segment
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Currently, most companies receive state funding during their start-up phase in Germany, usually for a period of three years. This funding 

assistance typically does not cover 100% of the costs, so companies are forced to look for other funding sources. As in other countries, 

state funding provides valuable initial support, but ultimately companies should really be able to stand on their own two feet from the 

very beginning. Germany invests around 3% of GDP in research and development (all industries), unlike the UK where this amounts to just 

1.7%. This illustrates the supportive political environment in Germany and also applies to the development of the life sciences segment. 

In contrast, there are other factors such as protracted bureaucratic processes in Germany which can slow down the location process and 

thereby hinder the development and use of new technologies, but also language barriers and the feeling of some investors that they are 

not sufficiently protected compared to other legal systems in the Anglosphere.

Venture capital sources for 
the life sciences segment
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In terms of the geographic distribution of life sciences companies in Germany, it is noticeable that, unlike other comparable economically 

powerful countries, there is no concentration of the segment to a small number of regional hubs; indeed companies are located all over 

the country. There are a few recognisable clusters in the segment but these are also located all across the federal republic. Clusters are 

geographic concentrations of related companies and technologies which complement each other through their trade-offs and common 

activities along one of more value-creation chains. Companies located in clusters are typically more productive and innovative than 

stand-alone companies because they can utilise the dense network of specialised suppliers, relevant research institutes and a speciali-

sed workforce within the same location12. These locational criteria are often significantly more important than cost factors, for example.

Life Science
in Germany
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The high number of universities within the clusters is no accident. In fact, the universities are a decisive factor, as the knowledge transfer 

from them to the companies located in the cluster is essential for such a rapidly developing segment as life sciences. Graduates of rele-

vant degree programmes become highly sought-after specialists for companies in the life sciences segment.

The most important  
life sciences cluster  
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In the seven major traditional office markets, the Big 7, with Ber-

lin, Düsseldorf, Frankfurt, Hamburg, Cologne, Munich and Stutt-

gart, numerous companies from the life science segment have al-

ready settled to varying degrees. At this point, six regions will be 

presented in more detail in which the life science segment is cur-

rently gaining in importance. These clusters are located in Berlin, 

in Munich, in the Ruhr area, connected with the metropolitan re-

gions of Düsseldorf and Cologne, in Heidelberg and the adjacent 

Rhein-Neckar region, as well as in Hamburg and in Leipzig. Toge-

ther, these clusters employ a total staff of around 160,000, a little 

less than half of all those employed in the segment in Germany. 

The number of companies located in the clusters is around 1,100, 

employing an average staff of around 145, well above the German 

average in the segment. 

The most important  
life sciences cluster  
locations in Germany

Figure 8: Regional distribution of life sciences companies in Germany

Source: JLL
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The life sciences agglomeration in Berlin has developed into the most important cluster. There are currently just under 300 companies in 

the segment with a combined staff of 45,000 in the capital including the neighbouring city of Potsdam, the state capital of Brandenburg, 

and Hennigsdorf to the northwest of Berlin. The high density of universities and colleges, including two universities in the worldwide Top 

150 ranking for life sciences, offers ideal conditions for the Berlin metropolitan region to retain its forerunner status in the life sciences 

segment in future. This trend is emphasised by the already high number of pharmaceutical companies located here. Berlin is also a very 

high growth market. There were 158 life sciences start-ups founded between 2010 and 2018. This puts Berlin clearly in the lead compa-

red to the other life sciences clusters. Berlin benefits above all from its capital city status and the associated particular attractiveness 

for investors and for skilled workers. In terms of venture capital invested in the Berlin life sciences market between 2015 and 2020, it is 

clear that there is still significant growth potential in this investment segment. Just 11% or US$ 229 million of total invested capital was 

attributable to this investor group. The amount invested in the German capital is only a tenth of the venture capital invested in London, 

with around US$ 2 billion. Nevertheless, Berlin's life sciences property market benefits from its very well-developed infrastructure and a 

scarcity of space. There are now some project developments which will provide space for additional market participants in the segment. 

These are being constructed in the immediate vicinity of existing science parks such as the Innovation Park Wuhlheide, the Berlin Bio-

Tech Park and the Innovationsforum Hennigsdorf.

In addition to Berlin, another dominant cluster has also developed in Munich with around 230 companies with a workforce of 32,000. 

This cluster also benefits from two universities in the worldwide Top 100 ranking for life sciences. Similar to the position in Berlin, the 

percentage of total investment attributable to venture capital investments between 2015 and 2020 was just 12%. The volume of US$ 245 

million comprises a total of 39 transactions. In terms of the number of deals in the life sciences segment, Munich lags well behind Berlin 

with 61 transactions. The number of new companies in the Munich life sciences markets in the form of start-ups continues to grow. In a 

German comparison, the Munich cluster is in second place. Munich can generally be considered as the most mature cluster in Germany. 

It has a well-developed network between life sciences companies, universities, investors and the Free State of Bavaria. In addition, there 

is a large pipeline of planned project developments in this segment. The State government is the dominant driver of this. Around €400 

million is currently being invested in new life sciences properties. The opening up of infrastructure, which is heavily dependent on the 

public sector, could enable more private investors (including real estate investors) to gain access to the market.

The most important  
life sciences cluster  
locations in Germany
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There is a further life sciences cluster in the Ruhr region (combined with the metropolitan regions of Düsseldorf and Cologne). This 

comprises some 200 life sciences companies with a workforce of 28,000. Only the University of Bonn is included in the worldwide Top 100 

ranking for life sciences. Compared to Berlin and Munich, this cluster has seen far fewer start-ups over the last few years, with just 40 new 

company formations registered between 2010 and 2018. The situation in terms of risk capital investments is similar in this region. A com-

bined investment by this sector of just US$ 80 million was registered in Düsseldorf and Cologne between 2015 and 2020. The best-known 

property development in this cluster is Cologne’s BioCampus. Around 35 technology companies are now located there over an area of 

around 30,000 sqm. In addition, this region is characterised by a multitude of large science parks. These are inextricably interlinked with 

the presence of international corporates such as Bayer AG. The future of this cluster could develop in such a way that new market par-

ticipants would benefit especially from the existing infrastructure. For example, companies in the life sciences segment would have the 

opportunity to locate in science parks in the region and generate synergies in co-operation with established companies. 

The most important  
life sciences cluster  
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The fourth important life sciences cluster in Germany is in Heidelberg (together with the surrounding Rhein-Neckar Region). There are 

130 companies in the sector with a workforce of 26,000. This cluster is enriched by the University of Heidelberg which is included in the 

worldwide Top 50 ranking for life sciences. Heidelberg is also home to a number of internationally renowned research centres. These 

include the above mentioned European Molecular Biology Laboratory and the Max Planck Institute for Medical Research. As in the other 

clusters, the share of investment attributable to venture capital is very low in the Heidelberg region at US$ 161 million. This amounts 

to just 8% of all invested capital in this cluster since 2015. There is a similar picture in terms of start-up activity. There were just 25 new 

company formations registered between 2010 and 2018. This puts the cluster in fifth place amongst the live sciences clusters under re-

view. This position is explained in part by the relatively small geographic area of this region. Investment activities tend to concentrate 

on individual locations in and around Heidelberg. Generally speaking, Heidelberg already has a very well-developed infrastructure. The 

best-known current project is the development of the Heidelberg Innovation Park. The CUBEX One start-up centre is also in the final 

phase of development.

The most important  
life sciences cluster  
locations in Germany

Figure 10: Age structure of life sciences companies by geographic cluster

Source: JLL
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The northernmost life sciences cluster in Germany is in the Hamburg metropolitan region. Around 120 life sciences companies with a 

workforce of 18,000 have become established in the region. The University of Hamburg is included in the worldwide Top 200 ranking for 

life sciences. A central feature in the Hamburg cluster is the Deutsche Elektronen-Synchrotron (DESY). This synchrotron facility promotes 

collaboration between the scientific sector and companies across the whole region and serves as a magnet for the attraction of other 

companies from the life sciences segment. It is also embedded in Science City which is under development in the west of Hamburg. It is 

intended to network existing features at the location with new developments and is a central building block in Hamburg’s claim to be a 

city of science. In addition to DESY, the park integrates residential properties, a number of University of Hamburg institutes and the Al-

tona Innovation Park which promotes itself as a research and development location for innovative companies. However, this is the only 

major development in the life sciences segment at present. This is largely due to the limited existing life sciences infrastructure in Ham-

burg. Furthermore, compared to the other German clusters, there is a lack of dominant companies in this economic industry to ensure a 

similar development of the segment. The comparative lack of development in the segment is also reflected in the venture capital inves-

ted between 2015 and 2020. Just US$ 25 million was invested by venture capitalists in Hamburg during this period.

There is a further German life sciences cluster in the Leipzig region. Although it is not currently seen as one of the principal biological 

sciences clusters, the region's high density of universities and colleges could bring increasing spin-out activity and become an attraction 

for young professionals whilst developing into an attractive life sciences location. There are currently around 30 companies in the sector 

in Leipzig with a workforce of 3,000. There are also four science parks and innovation centres located in the wider Leipzig/Dresden region.

A look at the age structure of life sciences companies shows that compared to the other regions of Germany, there is a higher proportion 

of younger companies located in the sector’s hot spots. Especially in Berlin, the proportion of companies less than 25 years old is signifi-

cantly higher than in the rest of Germany. This reflects Berlin’s status as a leading region for start-ups.
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Company formations as spin-outs from universities play a special role in this sector. For this purpose, we have analysed data relating to 

the foundation of life sciences companies, drawing on a nationwide sample of 96 companies. Of these, in 40 cases the companies were 

founded directly out of a university research activity. These include the Ludwig-Maximilian University of Munich (LMU) and the Technical 

University of Munich (TU), the Universities of Heidelberg and Düsseldorf and the Berlin Institute of Technology (TU). In addition to the 

universities, the Max Planck Institute also emerges as a source of new company formations. The institute lists a total of 88 such organisa-

tions in Germany on its website, of which 42 institutes - almost half - are located in a cluster region. Of all 96 company founders, around 

30% graduated from a university located in one of the cluster regions under review.   
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Life sciences  
real estate market

Macro and micro locations 
requirements of  
life sciences occupiers

The user requirements in terms of macro and micro locations are as multi-layered as the companies’ business models in the various 

life sciences sub-segments. One underlying principle in terms of macro location is that many companies currently favour larger centres, 

particularly in the clusters described in detail above. There are many reasons for this. In addition to the availability of space, these are 

urban-based locations which offer the kind of environment which are attractive to young members of staff working with the companies, 

particularly good infrastructure and accessibility. Accessibility plays an important role. There is less reliance on access by road, while 

public transport connections and long-distance connections are a much more important issue for most companies because this is now 

a key decision factor for staff when selecting a place of work. 

Further advantages of locations in larger cities are often the much larger potential workforce compared to smaller communities, which 

simplifies the recruitment of qualified staff, and there is greater proximity to other companies and universities and colleges, which is im-

portant for the exchange of ideas and offers companies a better opportunity to employ staff at an early stage in their careers and to retain 

them over the long term. In addition to the availability of suitable rental space, the image and international recognition factor of a parti-

cular location is critical in terms of a company’s location. However, it is essential to weigh up the various factors and individual priorities 

to make a successful locational decision. In the Rhein-Neckar region, for example, Heidelberg enjoys a very good reputation, which is why 

many companies in the region would like to stay or locate there. Heidelberg also enjoys a high profile internationally and has a superb 

image, which is also why the location is so popular with internationally active companies; and the cluster also offers further locational 

advantages in terms of research with its established educational sector including the university and the university hospital. However, the 

availability of space is very limited due to the limited size of the market, forcing many interested parties to settle in alternative locations 

such as Mannheim, where there is better availability and which offer a selection of properties for prospective tenants to choose from.
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Macro and micro locations 
requirements of  
life sciences occupiers

Figure 11: Selected macro location factors important to life sciences occupiers 
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For companies, the selection of the micro location within a district is an equally decisive factor to the selection of the macro location. 

It is important to weigh up the individual location requirements and compare the possible location options to secure the best possible 

space. When it comes to the selection criteria relating to micro location, the requirements of the individual companies are typically highly 

heterogeneous. For example, companies have different price sensitivities regarding rent, which is why higher-priced properties or micro 

locations may be less attractive for some companies than for others whose priority is more focused on location than price. It is certainly 

the case that the rental price in a particular micro location can be an overriding factor in the choice of micro location, regardless of the 

individual company objectives.

The battle for talent also plays an increasingly important role in terms of company location and this can affect the decision-making pro-

cess vis-à-vis micro location. To simplify the recruitment process, an increasing number of companies are opting for a micro location in 

the centre of a district offering an attractive environment with good shopping amenities and a varied restaurant scene, as this is a key 

factor for an increasing number of staff and it can also be used as a unique selling proposition compared to the competition. Good ac-

cessibility is also a key decision factor in terms of micro location, especially in terms of public transport. In some cases, the quality of 

a micro location can be an important factor for the purposes of the business, even if this is not actually necessary from an operational 

perspective, and companies are increasingly relying on a high-quality location to boast micro location as a distinguishing feature from 

the competition. One example here could be an operator of laboratory space which, instead of a micro location in a commercial zone on 

the outskirts of the city at a more affordable rent, instead prefers a central location at a more expensive rent, as this offers advantages 

in terms of the incentivisation of staff. However, the requirements of companies with a strong research focus appear to be changing due 

to the increasing level of digitalisation. The more activities move away from physical laboratory work towards digital and virtual spaces, 

the more companies’ requirements become more similar to other office occupiers in terms of fit-out, location and staffing, for example 

in the technology segment.

Macro and micro locations 
requirements of  
life sciences occupiers
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Macro and micro locations 
requirements of  
life sciences occupiers

Figure 12: Selected micro location factors important to life sciences occupiers 

Source: JLL
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In as much as a decision is made in favour of less central and less high-quality micro locations, in terms of an alternative micro location 

there is still the tactile advantage of locating in close proximity to other companies in the peer group or a major client, a university or 

similar players.

One example of the current orientation of life sciences companies towards central macro locations and attractive micro locations is the 

relocation of the pharmaceutical company MSD Sharp & Dohme to the Die Macherei office and commercial complex in Munich, comple-

ted in 2021. The property was built on the former site of the Temmler pharmaceutical manufacturer and offers a total of around 94,000 

sqm GFA with around one-third office space plus retail space, restaurants, a hotel and a fitness studio. It is located in the Berg am Laim 

district to the east of Munich's Ostbahnhof railway station and promises an attractive mix of uses for up to 2,500 staff. One special feature 

is the ‘incubator building’ with a total area of 15,000 sqm which functions as a hub for start-up companies and offers co-working space. 

The newly constructed building complex with striking architecture also comprises flexible loft-style offices. Die Macherei also offers te-

nants a rooftop urban garden and roof terrace with its own running track and a bar on the roof of the designer hotel.

MSD Sharp & Dohme occupies around 8,500 sqm in the new complex which offers not only a contemporary and flexible working environ-

ment but also good public transport connections and accessibility for cyclists. The company and its European headquarters had been 

located in the eastern Munich suburb of Haar for around 27 years. Despite the clear discrepancy in rents between the two submarkets 

- prime rents in Munich East are almost twice those on the eastern periphery of Munich - this example is not an isolated case but serves 

as evidence of the value of a pleasant and attractive location to solve the problem of the sometimes-significant shortage of talent and 

skilled workers. 

Macro and micro locations 
requirements of  
life sciences occupiers
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Life sciences companies tend to occupy different types of property for their business activities – from production warehouses to labora-

tories, offices and logistic space. This study looks at two of these property types – laboratories and offices. Depending on the respective 

sub-segment, these occupiers have a demand for different types of property. The following table shows these ‘typical ideal requirements’ 

by sub-segment, although in practice there are many deviations and hybrid formats. 

The requirements in terms of fit-out, acquisition and operating costs and other parameters vary greatly with the category of laborato-

ry, which results in a corresponding divergence in rental prices and it is not uncommon for the relevant cost positions to be priced into 

the total rent over the term of the lease. 

Life sciences  
real estate 

Life sciences real estate – 
characteristics, delimitation 
and user requirements

 Sub-segment  Real estate needs

 Pharma & Biotech  Offices, wet labs (high and low spec), dry labs

 Research and Development  Wet labs (high and low spec), offices

 Medical technology  Dry labs, offices

 Digital health  Offices

Table 1: Typical ideal property type requirements by life sciences sub-segment

Source: JLL
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Category Description Indicative costs Typical occupants

Dry laboratory • Carrying out computational or applied mathematical analyzes using  
computer-generated models 

• Character of a technical/workshop room 

• Sealed floors, benches, pipelines for various gases 

• Possibly extraction and/or reinforced floor covering required 

• Ceiling heights of less than 2.80m required

Slightly above the cost of a 
standard office

Medical devices firms

Wet laboratory • Testing and analysis of chemicals, drugs or other biological substances 
with liquids - bacteria and chemical resistant materials and surfaces  
required 

• Mainly equipped with biosafety cabinets, special fridges and freezers 

• Require workbenches, sinks, fume hoods, safety equipment, direct  
ventilation and ducting  

Well above the cost of a  
standard office

Research and development 
service companies

Biology lab

(wet laboratory)

• Carrying out biological investigations, analyzes and tests  

• Equipment with vinyl floors, benches, water supply, pipelines for gases, 
ceiling panels and ventilation systems for 6-8 air changes/hour 

• Higher structural requirements to absorb loads and manage vibration 

• Ceiling height: The distance between the floor and the area below the roof 
for accommodating ducts should be at least 4m

Costs of the building shell ab-
out 20% higher than the costs 
of a standard office,
Interior costs vary depending 
on the ratio of
laboratory and office space 
between 100% and 150% 
above the cost of a standard 
office

Therapeutics companies (bio-
logicals)
Research and development 
service companies

Chemistry lab

(wet laboratory)

• Collective term for premises in which chemical work is carried out  

• Equipment with vinyl floors, benches, water supply, pipelines for gases, 
ceiling tiles 

• Requirement for many fume hoods, chemical storage and powerful suc-
tion devices, if necessary, roof elevations are usually necessary 

• Higher structural requirements to absorb loads and manage vibration 

• Ceiling height: The distance between the floor and the area below the roof 
for accommodating ducts should be at least 4m

Costs of the building shell ab-
out 20% higher than the costs 
of a standard office,
Interior costs vary depending 
on the ratio of
laboratory/office and speci-
alty space and the number of 
fume hoods between 100% 
and 200% above the cost of a 
standard office

Therapeutics companies (small 
molecules)
Discovery and development 
services companies

Table 2: Laboratory categories and their characteristics

Source: JLL

Life sciences real estate – 
characteristics, delimitation 
and user requirements
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In addition to the technological processes and the resulting requirements, the type of use also plays a pivotal role in the design of labo-

ratories. For example, when different teams work together, this may require different room layouts or safety requirements than for indi-

vidual teams. Variations in activity, e.g. the development of a single drug or a wider range of drugs, also affect the design of the various 

laboratory categories. The different laboratory types can therefore be designed in various different ways. 

In the course of the ongoing flexibilization of working processes and increasing process optimisation with a corresponding shortening of 

useful lifespans in terms of the individual components, over recent years there has been an increasing shift in demand away from the tra-

ditional laboratory towards more flexible and individual types. In terms of the calculation of total space requirement, the usable space 

requirement per staff member is also a key factor. For laboratory space, this depends largely on the respective use, but can be divided 

into two principal categories based on information from the International Facility Management Association (IFMA). For buildings used 

predominantly as offices with a maximum laboratory component of 30%, the average usable space requirement per employee is around 

20 sqm, and in pure laboratory buildings, this is between 38 sqm and 54 sqm.13  

Laboratory type Description 
Open laboratory Basic fit-out with a wide variety of the most important equipment

Flexible laboratory Allows for the rapid adjustment of equipment and furniture for new teams 

and use types

Collaborative laboratory For use over the entire life cycle of a research project (research, marketing, 

distribution etc.)

Traditional laboratory Used exclusively for laboratory purposes, often with ancillary space such as 

offices, stock rooms and storage rooms

Table 3: Laboratory use types

Sources: Deutsche Finance Group (DFG), ULI Science

Life sciences real estate – 
characteristics, delimitation 
and user requirements
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The space requirements of life sciences companies vary greatly across the various business development phases. Whilst companies in 

start-up phase tend to need laboratory space to drive research and development, the requirement for office space increases significantly 

in the development and growth phase as the company matures, as the proportion of activities relating to the work processes change over 

time. The following figure shows a typical progression in terms of space requirements according to company development phase. 

Figure 13: Typical ideal space requirements of a company by development phase

Source: Own presentation from information provided by PIDC, RESGroup, Deutsche Finance Group 

Start-Up phase Build-up phase Growth phase Maturity phase 
1.0

Maturity phase 
2.0

Feature

Research and  
Development

Feature

Pre-clinical tests

Feature

Phase 1 to 3/
Test phases

Feature

Commercialization

Feature

Expansion

Space needs

140 to 190 sqm

High demand for  
laboratory space

Space needs

190 to 900 sqm

Greater demand for  
laboratory space than 
for office space

Space needs

1,800 to 2,700 sqm

The need for  
laboratory and  
office space is  
about the same

Space needs

2,700 to 9,300 sqm

Higher demand for 
office space than for 
laboratory space

Space needs

28,000-50,000 sqm

Higher demand for 
office space than for 
laboratory space, 
production space
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As with general construction costs, there has also been a significant increase in laboratory space construction costs, particularly over the 

past 12 to 24 months. Compared to mid-2020, according to the Federal Statistical Office there was an increase of around 15.9% up to the 

end of 2021. Current average net construction costs excluding VAT for healthcare buildings and laboratories are around €1,960/sqm GFA.

 

Cost structures in terms of ongoing operating and maintenance costs can vary greatly between office and laboratory space. A cost ana-

lysis is therefore of particular relevance for companies from the life sciences segment. The costs for infrastructural building services 

include services for maintenance and glass cleaning, green maintenance, property services and winter services. However, in the case of 

the costs for cleaning laboratory space compared to conventional office space, it should be noted that the cleaning of laboratory space 

is often carried out by the laboratory users themselves and is therefore not explicitly included in the cost breakdown for infrastructural 

building services.14 

Cost type Costs per sqm GFA plus VAT
Average construction costs €1,962

Of which expansion costs without roof and compartment €769

Media (in terms of gases, supply and disposal of water, 

etc.) and laboratory systems

€35

Table 4: Average construction costs for laboratory space (Q4 2021)

Sources: Destatis, BKI, own calculations

Life sciences real estate – 
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and user requirements
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The average life cycle orientated maintenance costs, particularly costs for servicing, inspection and repair, are significantly higher for la-

boratory space than for office space. Outside this cost category, there may be additional maintenance costs for user-specific equipment 

in the laboratories.

The greatest cost difference between office and laboratory space is in the area of supply and disposal, because apart from the supply of 

electricity, heating and cooling which are also incurred in office space, there are other cost drivers experienced by laboratory operations, 

such as the supply of drinking water, desalinated water, process water, nitrogen and compressed air. Basic waste and wastewater dispo-

sal costs can also be significantly higher for laboratory space compared to office space. The average overall costs for supply and disposal 

are about four times higher for laboratory space than for office space.

Life sciences real estate – 
characteristics, delimitation 
and user requirements
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The leasing market is examined in detail below against the backdrop of data availability for eight clusters, for which the market areas 

of the respective office markets are considered. In detail, these are Berlin, Düsseldorf, Frankfurt am Main, Hamburg, Cologne, Munich, 

Stuttgart and the Rhein-Neckar cluster with the cities of Heidelberg, Ludwigshafen and Mannheim. In terms of typical lease terms of te-

nants in the life sciences segment, the 10-year lease with options to extend is predominant across the eight clusters. Longer or shorter 

lease terms are mostly dependent on individual company requirements or development phases. For example, young start-ups and other 

companies in early phases of development often require greater short-term flexibility in terms of the size of the rental space, as growth in 

this phase can often be highly dynamic and longer-term leases may obstruct company growth. In such cases, shorter lease terms may be 

required, although the fit-out and reinstatement costs increase significantly in relation to the total rent over the full lease term. Therefo-

re, start-ups often look for premises in larger facilities such as research parks or other larger clusters which allow this level of flexibility. 

Another example of contract terms which deviate from the norm is in the field of contract research, where leases are sometimes linked 

to the duration of a research contract and preparatory and follow-up phases.

The relationship between fit-out and reinstatement costs and the total rental income over the term of the lease is relevant for both the 

owner and the tenant. As these costs are often significantly higher in the life sciences segment than is typical with offices, this point is 

particularly relevant in terms of lease structure and can sometimes result in significant premiums compared to comparable space in the 

overall office market. However, in practice there are many different models. In addition to the structure whereby the owner pays for te-

nant fit-out in return for a higher rent, there are also hybrid variants whereby, for example, the owner fits out classic office space while 

the fit-out of laboratory space, for which there are specific requirements on the part of the tenant, is carried out by the tenant itself or 

by its specialised service providers. The most important aspect here is the sensitivity regarding production downtime and the necessary 

security during the lease term. In addition, there are also models where the tenant carries out the entire fit-out itself or through its own 

service providers.

Lease structures in  
the life sciences segment
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In this context, the calculation of the operational costs of the fit-out and reinstatement costs and the maintenance and servicing of the 

installations over the useful lifespan plays an important role, which can make it necessary to weigh up the difference between renting 

and owning, and this must also be considered in conjunction with security during the term of occupation. In the case of longer useful 

lifespans and/or high investment or maintenance costs, this trade-off may tend to favour ownership.

However, the proportion of owner-occupiers is actually very low in the eight clusters under review. Between 2015 and 2021, the share of 

owner-occupation on all deals was just 3%. In the individual years, the share has fluctuated between 0% and 7%, but due to the low ab-

solute number of deals, no clear trend can be identified. It is clear, however, that the majority of occupiers favour the rental model, which 

also allows greater freedom in terms of capital commitment for the actual purposes of the business.

Lease structures in  
the life sciences segment
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The letting market for life sciences properties in the eight clusters under review such as Berlin, Düsseldorf, Frankfurt, Hamburg, Cologne, 

Munich, Stuttgart and Rhein-Neckar (including the cities of Heidelberg, Ludwigshafen and Mannheim) shows some major structural dif-

ferences in terms of volumes, rental prices and leasing activity. In 2021, the aggregate take-up in the eight markets was 76,400 sqm. This 

is an increase of 26% compared to the previous year but is 4% below the five-year average for the period from 2016 to 2020. Munich is by 

far the highest-turnover letting market in the life sciences segment with a total take-up of 211,800 sqm in the period from 2015 to 2021, 

more than twice as much space as in second-placed Hamburg (102,200 sqm). Cologne (19,200 sqm) and Stuttgart (7,200 sqm) experien-

ced the lowest take-ups in the period under review. In the period from 2015 to 2021, the average space taken up per transaction across 

all eight markets was 1,492 sqm in a range from 738 sqm in Cologne to 2,433 sqm in Hamburg. Around 40% of all leases are in the smaller 

area category <500 sqm but these account for just 8% of total take-up space. The largest proportion of take-up is attributable to leases 

in the 1,000 sqm to 2,500 sqm size category which accounted for 25% of take-up space and around 23% of all transactions. Lettings in 

larger size categories between 5,000 sqm and 10,000 sqm account for around 19% of take-up (4% of deals), and lettings in the >10,000 

sqm size category contributed 16% of take-up, but just 1% of transactions.

Life sciences letting market 
and rents in the most  
important clusters
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Life sciences letting market 
and rents in the most  
important clusters

In terms of the overall office letting market, the life sciences segment contributes a very small share, which has typically fluctuated at 

around 2% over recent years. The highest average between 2015 and 2021 is in the Rhein-Neckar market (4.6%) and Munich (3.8%), whilst 

the segment is least relevant in terms of the total letting volume in Stuttgart (0.4%) and Cologne (0.9%).
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important clusters

An analysis of the letting volumes in the life sciences segment in the eight markets under review over the last few years shows that the 

pharmaceutical industry is the dominant sub-segment. Its share of letting volume since 2015 is 29%, followed by the two biotechnology 

segments of therapy and diagnostics (20%) and research and development (19%) and also the medical technology segment (17%). In 

Frankfurt, the pharmaceutical sub-segment accounted for 41% of the space, in Munich 40% and in Berlin 39%, whereas in Hamburg the 

other biotechnology companies sub-segment dominates with 48%. In recent years, the letting markets in Düsseldorf and Stuttgart have 

been dominated by lettings to companies from the medical technology sub-segment (59% and 58%, respectively), and this was also the 

strongest sub-segment in Cologne with 29%. The biotechnology sub-segment of therapy and diagnostics was the strongest in terms of 

take-up in the Rhein-Neckar region with 34%.

38Life Science in Germany



Life sciences letting market 
and rents in the most  
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Significant rental price increases have been observed over the course of the last few years. The median rent rose across all eight markets. 

In 2015, the median rent was €13.75/sqm p.m. but this rose to €16.20/sqm p.m. by 2020. The total increase over the whole period to 2020 

was 17.8%. In the overall office market in the eight clusters, the median rent is only minimally lower, although the increase over the re-

view period was rather higher at 30.8%. In the 90th percentile, however, the gap in rental levels for life sciences transactions has widened 

again since 2019 compared to the market as a whole due to a decline in prime rents. In 2021, there was a minimal fall in the median life 

sciences rent of €0.20 to €16.00/sqm p.m. There was also momentum in terms of prime rents but this peaked as early as 2019. The rental 

price in the 90th percentile, i.e. for the most expensive 10% of leasing deals, rose by 37.7% from €18.88/sqm p.m. in 2015 to €26.00/sqm 

p.m. in 2019. In 2020, there was a slight fall in the prime rent of €0.76 and in 2021 the 90th percentile prime rent fell to €21.90/sqm p.m. 

The decline after 2019 does not necessarily have structural causes; given the small market size and the limited number of deals, it is also 

possible that the cause is qualitatively different composition of the space or also the level of fit-out in the rental properties, which can re-

sult in a corresponding rental premium. If there are fewer deals with these characteristics, the prime rent can be correspondingly lower.

Cluster Sub-segment Area in sqm Nominal rent in €/sqm/month

Berlin Pharmaceuticals 5,500 32.75

Dusseldorf Medical technology 4,500 17.50

Frankfurt Pharmaceuticals 2,600 16.75

Hamburg Pharmaceuticals 4,900 18.00

Cologne Medical technology 2,000 22.00

Munich Biotechnology 11,600 10.75

Rhein-Neckar Biotechnology 7,200 15.00

Stuttgart Medical technology 2,800 18.00

Table 5: Selected lettings in the life sciences segment 2018-2021

Source: JLL
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Looking at the lettings by rental price category, we see that the main focus in terms of the number of transactions between 2015 and 

2021 is on the €10.00 to €14.99/sqm p.m. category. Around 38% of leases were concluded in this category, followed by 29% in the higher 

price class €15.00 to €19.99/sqm p.m. Almost two-thirds of deals over this period, which also accounted for about two-thirds of lettings 

to tenants, were in the two rental price categories between €10.00 and €20.00/sqm p.m.    
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In the individual markets, the rental price levels and developments vary greatly. Due to the sometimes-low transaction figures, the pe-

riods from 2015 to 2017 and 2019 to 2021 are summarised below to ensure the representativeness of the figures shown. The highest me-

dian rental price and by far the highest rent in the 90th percentile between 2019 and 2021 were achieved in Berlin (€25.00 and €32.60/sqm 

p.m., respectively). This was the most dynamic development amongst the eight markets under review compared to the period from 2015 

to 2017 at +65.3% and +85.9%, respectively. The second-highest median rental price was achieved in Frankfurt, with an increase of 20.0% 

compared with the same period the previous year to €18.00/sqm p.m. In the 90th percentile, Frankfurt is in fourth place with €21.00/sqm 

p.m. and +10.5%, behind Cologne (€22.60/sqm p.m. and +25.1%). Munich has the third-highest prime rental price among the cities under 

review at €16.90/sqm p.m.; in the top segment it is in second place, with a rental price increase of 10.7% to its current level of €25.30/sqm 

p.m. Düsseldorf brings up the rear with a prime rent in the 90th percentile of €16.60/sqm p.m. with no significant change in prime rent in 

this segment over recent years. In Stuttgart and Cologne there was also only a sideways movement in median rents at a medium to low 

level, respectively. In Hamburg there was actually a fall of -11.3% in the top segment. The Rhein-Neckar region developed comparatively 

well in terms of median rent with +20.0%, but at a rent of €13.80/sqm p.m., i.e. at the lower end of the range. In the top segment, growth 

was somewhat slower at 9.6%. Its current level is €17.05/sqm p.m., which is just above Hamburg. 

Compared with the respective regional prime rents (95th percentiles) and median rents for the office market as a whole, the deals in the 

life sciences segment are mostly somewhat lower than in the overall letting market. It should be noted here that this is mainly due to 

the choice of micro location, as typical laboratory occupiers and other tenant occupiers from the life sciences sector tend to focus on 

peripheral and less high-quality locations where the general local rental level is below the prime rent of the respective overall market. 

However, compared to the various rental prices in the micro locations, there is typically a higher rent achieved from life sciences tenants, 

as the high fit-out costs and premiums for fit-out and reinstatement are often factored into the rents. Furthermore, when tenants are 

selecting locations, they sometimes go for particularly attractive micro locations within a market in order to incentivise talent, which is 

why in such cases the agreed rent in combination with fit-out and reinstatement costs can be significantly above the market level.
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Cluster Rental segment in €/sqm/month 2015-2017 2019-2021 Entire office market Q4 2021

Berlin 90th percentile

Median

19.73

13.45

32.60 

35.00

22.60

23.10

Düsseldorf 90th percentile

Median

16.44

11.50

25.00

25.00

13.50

15.00

Frankfurt 90th percentile

Median

19.00

15.00

16.60

23.00

25.30

35.00

Hamburg 90th percentile

Median

19.05

11.23

15.00

16.80

16.90

22.00

Cologne 90th percentile

Median

18.06

13.63

21.00

34.30

17.05

18.00

Munich 90th percentile

Median

22.85

14.75

18.00

19.00

13.80

13.50

Rhein-Neckar 90th percentile

Median

15.55

11.50

16.90

23.78

19.20

21.50

Stuttgart 90th percentile

Median

16.40

16.00

14.75

16.00

16.00

16.50

Life sciences letting market 
and rents in the most  
important clusters

In terms of the fit-out quality of the leased spaces, well-equipped premises clearly dominate. Around two-thirds of space is in Grade A qua-

lity premises, i.e. the best fit-out standard, and around one-third is Grade B space whilst less than 2% is in Grade C premises. The reason for 

this obvious distribution is that the requirements of space in terms of fit-out are often relatively high and modern facilities are necessary 

for successful operation.

Table 6: Rental price development in the life sciences segment in the eight clusters under review 2015-2021

Source: JLL
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Investment market  
and yields for  
life sciences properties  

The investment market for life sciences real estate in Germany is still at the beginning of its growth phase and still lags behind the develop-

ment in other European countries. In a European comparison for investments in this segment, Germany ranked just fourth between 2015 

and 2020. The clear leader in the investment market for life sciences in Europe is the UK. More than a quarter of all European investments 

in this period comprised properties in the UK. Germany accounted for just under 9% of the total investment volume, after France and Swit-

zerland.

There is a similar trend in terms of investor origin of investments in the life sciences segment. At around 8% between 2015 and 2020, Ger-

many was again well behind the above neighbouring European countries and the UK, and globally, the United States.
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Investment market  
and yields for  
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A similar picture emerges in terms of the origin of capital, especially in the German real estate investment market. Investors from English-

speaking countries in particular have a high-profile presence in the life sciences investment market. But German investors are also increa-

singly gaining access to this segment. It is predominantly fund managers who are acting as buyers in the life sciences real estate market. 

Other institutional investors such as banks, insurance companies and pension funds are also increasingly establishing themselves in the 

segment. One example of this is the transaction of The Rocks research and development property on the RWTH University of Aachen cam-

pus. AXA IM Alts acquired the property in Autumn 2021 for €124 million. Another example is the purchase of the HoST office and university 

campus in Frankfurt made by Imaxxam Asset Management GmbH on behalf of Union Investment. In some cases, investors co-operate with 

specialist life sciences operators, i.e. industry experts, which provide more targeted information on these investments and help to mini-

mise potential risks. 

 

The life sciences investment market is currently seen as a niche market for real estate investments. With a share of less than 1% of the ave-

rage quarterly transaction volume between 2015 and 2020, it plays only a subordinate role alongside the dominant asset classes such as 

residential and office. The current investment activities relating to life sciences real estate in Germany are mainly limited to those in the 

clusters described above. This is mainly due to the fact that the existing science or life sciences parks are often owned by the public sector, 

which has little or no interest in selling the properties. 

In broad terms, when investing in a property in the life sciences segment, it is not only the condition of the individual property which is 

evaluated. As with other uses, the infrastructure of the area in which a life sciences property is located plays a decisive role. The proximity 

to research institutes, universities and collaborating companies has an enormous influence on the evaluation of a location. Typically, the 

better a property is integrated into an intact ecosystem, the higher the value of the asset.
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From the perspective of many real estate investors, the life sciences segment in Europe offers excellent future potential compared to other 

use types. For almost 15% of investors, real estate investments in the life sciences segment will play a key role in the transaction market over 

the next five years. Similar growth potential can only really be seen in the CBD office and logistics markets and in the built-to-rent sector. 

This assessment is also applicable to the German real estate investment market. One significant factor influencing this trend is the Covid-19 

pandemic. The associated rental void and the reduced demand for space in traditional sectors such as office and retail have also resulted in 

a rethink amongst investors. The focus is increasingly on investments with a major focus on security. In this case, defensive segments such 

as life sciences are now seen as suitable investment alternatives. As an investment type which is less susceptible to crises, life sciences real 
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estate offers a constant cash flow thanks to the typically long-term anchor tenants. The yield level is between 3% and 6% depending on the 

individual location. For investments in prime locations, gross income multipliers more than 30 times the rental income are now achievable. 

According to our research, the most expensive product to date was the sale of the Berlinbiotech Park. Swiss Life and BEOS acquired the 

22,000 sqm park in 2020 for €112 million, which equates to a net initial yield of 2.8%.  

We currently see two options for entering the German life sciences market for investors: on the one hand, making contact with existing ow-

ners in important locations, especially those with properties in established science parks, and on the other, the acquisition of properties 

close to an existing science park and converting the facility into laboratories and/or office space. Given the importance of the segment and 

its positive image, this should be positively received by the local planning authorities. It should be noted that in Germany there is no cen-

tral cluster comparable to Oxford or Cambridge in the UK, which is something of a disadvantage from an investor's perspective and makes 

orientation more difficult, especially for foreign investors.

The continually very low share of venture capital investments in this sector indicates the potential for positive future development of the 

life sciences investment market in Germany. Compared to the UK – which together with the United States is a pioneer in this market – we 

still see enormous potential in this segment. This is also shown by a glance at the active investors, as the current market is dominated by 

asset and fund managers with Anglosphere origins.

Continental Europe and indeed Germany are still in a very early investment phase. In particular, many institutional investors do not yet 

have significant proportions of science and technology-oriented real estate in their portfolios. This is likely to change in the short to me-

dium term, firstly because some of the fastest-growing companies are in this segment, and secondly because the market is developing from 

a more owner-occupied to a tenant-oriented market. For those investors who get involved at this early stage, there are often opportunities 

to enhance value though rental growth.
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The combination of the two topics of health and an ageing society is one of the megatrends and challenges of the coming years and offers 

further growth opportunities for the life sciences segment in future. The health economy is already of significant economic importance 

for Germany as a business location. The gross added value in the core area of the health economy was just under €365 billion in 2020. 

This equates to over 12% of the gross domestic product15. The health economy is therefore a high growth industry, on course for further 

expansion. Furthermore, the healthcare sector ensures demand which is independent of economic cycles, thereby stabilising the econo-

my, and is also an employment driver for the whole German economy with its workforce of around 7.4 million.

Protectionism, de-globalisation and climate change are challenges whose consequences affect the life sciences segment. Companies in 

this segment can develop solution options to cushion their impact on the economy and society. For example, alternatives to today's met-

hods of food production can be developed with the help of research and genetic engineering. This will take place in the properties, and 

start-ups are already working together with operators on these types of farming projects. Another life sciences sub-segment will emerge 

here in addition to the more traditional segments of biotechnology, medical technology and pharmaceuticals. 

In terms of real estate, companies in the life sciences segment face the same demands and challenges as other users. The supply of con-

temporary space with high specification fit-out remains scarce and this is all the more true as companies in this sector move towards the 

city centres. In this case, it remains to be seen how the often smaller and as-yet young companies will behave in view of the noticeably 

increased costs (operating costs and fit-out costs). At the same time, the pressure to attract skilled staff and laboratory staff will only 

increase in future. Top-class amenity value in rented office and laboratory space will be essential. We expect the real estate portfolios of 

larger corporates to become more flexible. It is conceivable that there will be several hubs distributed across the various micro locations 

which meet the employees’ needs for flexible working environments. For investors, it will be rather more a matter of investing in the fu-

ture ‘with a sense of proportion’. The environment of rising financing costs and uncertain economic development remains challenging. 

In this case, properties with long-term leases - as is predominantly the case with life sciences companies - can offer a certain degree of 

security.    

Outlook

‘In addition to comprehensive healthcare, the German he-

althcare market is characterised above all by the develop-

ment of innovative hi-tech medical technology products 

and medicines, as well as new treatments and investiga-

tion methods.’                (Federal Ministry of Health)
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3 https://www.britannica.com/technology/biotechnology

4 https://www.scilife.io/glossary/life-science

5 https://www.handelsblatt.com/unternehmen/industrie/pharma-2-3-milliarden-euro-frisches-kapital-deutsche-biotechs-erleben-finanzierungsboom/27984398.html

6 Statista

7 Vgl. https://www.reuters.com/business/healthcare-pharmaceuticals/biontech-eyes-up-17-billion-euros-vaccine-revenue-2022-2022-01-11/

8 Vgl. ULI – Den Life-Science-Sektor verstehen

9 https://www.ft.com/content/b2ef12a1-b09e-49f7-84df-ae9e75d35457

10 https://www.ft.com/content/4d6812de-3c6d-11ea-b232-000f4477fbca

11 Financial Times: “Biotechs face cash crunch after stock market ‘bloodbath” vom 09.02.2022

12 DFG Factbook Life Science, S.44

13 IFMA Benchmarking

14 IFMA Benchmarking

15 https://www.bundesgesundheitsministerium.de/themen/gesundheitswesen/gesundheitswirtschaft/bedeutung-der-gesundheitswirtschaft.html
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