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For many people the prospect of investing in 
residential property in Germany has never really 
stacked up as a viable option. It is well known that 
Germans prefer to rent their homes rather than buy 
them and the very British attitude of home 
ownership at any price has never caught on in 
Germany. People seem happy with longer leases 
that allows housing without the need for debt or 
the stresses of landlord responsibilities. This 
attitude has led to fairly flat house-price growth. A 
rather pessimistic demographic trend with 
shrinking population has also made the property 
market a dismal investment prospect. 

However, with several changes happening 
including mortgage rates, foreign macro instability 
and the ongoing strains on the Eurozone, foreign 
buyers are starting to scan around for safe havens. 
Germany, with its steady and relatively balanced 
economy that is the financial engine of Europe, is 
starting to look attractive. Mortgage rates plunged 
as the European Central Bank move to negative 
interest rates, fueling the trend even further. 
Unemployment is now at its lowest level since the 
country’s postwar reunification in 1990s and the 
economy is still churning along despite regional 
instabilities. These winds of changes have steered 
the obstinate Germans towards property - a steady, 
low risk and tangible asset at a time when the 
currency is fluctuating and the short to medium 
term story is likely to remain one of uncertainty. 

Compared to other developed economies German 
house prices have not risen much in the last 40 
years, according to Green Street Advisors. It is 
expected therefore that some catch up is due and 
some growth is inevitable. An growth of 5.6% over 
the last 5 years (double the average annual rate 
since 1970) is a noteworthy trend. Along with the 
slowdown in the UK-London market, German 
house price growth is starting to outpace UK. This 
growth is seen particularly in urban areas where 
young people increasingly want to live in or near 
cities for work and access to leisure. Berlin as the 
capital city is of course a very popular rental hub. 
Frankfurt too, has seen prices of new-build 
apartments rise 59% since the beginning of 2008.  

According to research institute Empirica, 
advertised prices in the top 7 cities rose 14.5% in 
2015, the highest increase since the millennium!  
We would attribute a lot of this capital value growth 
to the fall in interest rates, some of the lowest 
interest rates on record. For many well-off Germans 
with permanent jobs renting no longer makes 
sense. Commerzbank, the country’s second-largest 
lender, offers a mortgage with an ultra-cheap 10-
year fixed rate of just 0.94 per cent. That is not to 
say this is automatically a short term trend, there is 
no immediate sign that interest rates are due to 
rise, unemployment is still very low and Germany is 
experiencing a population boost, albeit potentially 
only in the short term, there are indications that 
Germany is experiencing a property boom and it’s 
got further to go.
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It is interesting that another driver for the rental 
market may actually stem from the the spike in 
population due to the Refugee crisis. Germany 
made headlines for accepting the biggest 
percentage of refugees within Europe. This influx of 
more than one million refugees has led to a housing 
demand that the market is struggling to keep up 
with. For example, LEG Immobilien has already let 
about 1,300 apartments to refugees and admitted 
that refugees wanting accommodation in cities 
where they can find employment is "an important 
additional demand driver”. According to UBS 
analysts, holders of properties in Berlin (including 
companies such as Deutsche Wohnen and ADO 
Properties), are likely to be the biggest beneficiaries. 

Trying to estimate how many refugees will ultimately 
stay in Germany, where they will choose to live and 
how many will bring their families to join them is a 
difficult task. However even if a small percentage 
decide or are obliged to stay, Germany will need to 
do better and provide more housing supply. The 
country built around 270,000 new apartments in 
2015. but given the undersupply of new apartments 
in previous year, according to an estimate by the 
Cologne Institute for Economic Research that figure 
needs to rise to about 430,000 a year until 2020 to 
meet the shift in demand. Urban hubs have to be the 
focus for developers, not just because they are the 
employment centers but it’s also where refugees are 
likely to best integrate and want to settle. The main 
problem with this focus is the quickly growing land 
costs in major cities. Building regulations including 
energy efficiency policies have also affected the 
build costs not just in Germany but all across 
Europe, particularly in Britain who tend to comply to 
these EU regulations closer than some other 
member countries. These issues have combined to 
make building affordable housing in central, and 
therefore popular areas, very expensive. 

The German government is planning an increase in 
funding for public housing as part of its 2017 
budget plan. There is also talk of relaxing building 
rules but this will take some time to actualize. The 
government has not had to navigate this issue for 
some time and are dealing with quite an outcry from 
the public concerned with rising rents. The German 
government introduced a cap last year limiting 
increases in rent to 10 percent above comparable 
local rates. New apartments are exempted though, 
so there is still a growing market for foreign 
investors. Any political interventions in the housing 
market unnerve investors and may also dissuade 
much needed construction. 

The combination of the increase in demand and a 
still limited supply is currently creating an exciting 
investment environment. There is already talk of the 
market overheating, we believe the market is some 
way off to entertain that fear. Yet as Germans start to 
turn to home ownership we may very well start to 
see a lot of the same issues that plague other 
western European countries. It remains to be seen 
how the German election and other potential shifts 
in the European market will affect the politics and tax 
arrangements for investments. Any changes are 
likely to be after the worst of these questions have 
been answered and the rest of the world will be 
looking on with interest to how this market will 
evolve in the next decade. One will have to weigh 
the strengths of the economy, the effects of migrant 
driven housing boom and the directions of the 
interest rate to decide if the German market, and as 
such, the Euro is worth the time and resource for the 
profits. While it is certainly a stable diversification for 
Asian investors, we think that the upside potential 
might just not be worth the downside risks, 
especially when you stack it up against the more 
established markets around the world.
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For a company that advocates the value of diversifying your 
portfolio beyond your own shores, it might come across as 
odd for us to be writing about the fallacies that has long beset 
overseas property investing. But precisely, because we have 
been helping clients with their portfolios for such a long time 
now, I reckon we have seen it all and our team is probably one 
of the foremost experts when it comes to all the wrong 
reasons when investing overseas. So here, debunking 3 of the 
most common ones that marketing agents have been using to 
motivate sales and over time resulted in a all too common 
mindset among investors today. 

BUYING FOR CHILDREN EDUCATION 

The Sales Pitch 
“Why throw money into rental when you can own a property 
and profit when it grows in value? When your kid is done with 
the property you can rent it out and make more income!” 

The Truth 
Student accommodation or even 
residential properties near 
universities seldom grow in value. 
The reason is simple - 
Professionals and families (easily 
90% of any residential market) 
would not want to stay in a area 
dominated by students so the resale 
market is limited to either parents or 
savvy investors looking for yield. While 
the former are mostly foreigners who will 
likely buy new, the latter will squeeze the 
price to maximise returns. Add to that, 
once the kids enter professional life, he or she will 
also not likely want to stay in the same area for the same 
reasons. While rental can be high, so is wear and tear in 
student-centric properties requiring higher provisions for up-
keeping so there goes the rent. 

The Answer 
Most will do a lot better buying a property in a high growth 
suburb and pass on the rental collection to their kids to rent. 
They will be able to then rent anywhere they like near the 
universities while gaining life experiences in maintaining and 
managing a property. Upon the kids completing their 
education you can then choose to have them stay in the 
property, sell it with profits or continue renting it out! 

BUYING FOR INCOME/YIELD 

The Pitch 
“Build a passive income with a property that gives a 5% rental 
guarantee for 3 years” 

The Truth 
First a reality check. Nobody gives a rental guarantee without 
marking up their prices to cover the risk involve. So what you 
are doing is really giving the developer additional 15% and 
then let them give you back over 3 years. Next, some simple 
math. If you are taking a loan, you will be leveraging on the 
additional 15% and paying interest on it for the next 25-30 
years. I will leave you to work out the exact numbers but I am 
guessing that you will be paying back at least twice if not 

thrice the amount. Not to mention that you will not be 
collecting rent during that period. One last point, and 
probably the most important one. I have not met, and I 
suspect most of you wouldn't have either, any successful 
property investors who got rich collecting rent. 

The Answer 
Property investment is always about capital growth especially 
in the early stages of wealth building. Yield/rental is only to 
create holding power. So if you are asking for rental guarantee 
without investigating into why would the asset grow in value 
you are almost certain to lose money. Because chances are, to 
support the yield that will attract you to buy, developers will 
often have to price it above market leaving very little capital 
growth upside for you. So think about it, will you prefer to buy 
a $500,000 property and collect 5% pa. rental 

yield on it for the next 2 years with the 
property growing to $550,000 or a $550,000 
property simply to have the $50,000 
returned to you through a 5% pa. rental 
yield on it for the next 2 years with the 
property growing to $550,000 or a 
$550,000 property simply to have the 
$50,000 returned to you through a 5% 
pa. rental guarantee over the next 2 
years only to have it valued at 
purchase price? Not forgetting the 
interest you will pay on the $50,000 

differential if you were to take a loan. 
So no. Don’t just ask for rental guarantees. 

Do your research and find out where is the growth is 
going to come from.  

BUYING IN CITY CENTERS 

The Pitch 
“City centre apartments are the best buys for growth and yield, 
and their values are most resilient during market downturns.” 

The Truth 
The reason why most marketing agencies would prefer to 
push city or city-side apartments is because that’s probably the 
locations that you know and thus make their job a lot easier. 
But the truth is city and city-side properties are often not the 
fastest growing nor the ones to hold their values best in a 
downturn. In fact, they are often just the opposite. 
Properties in the cities and city-side locations are often 
dominated by overseas buyers, thus exposing their prices to 
risks other than the local demand and supply conditions. This 
includes forex risks, interest rate risks. capital outflow risks, 
policies and regulatory risks such as manpower regulations or 
foreigner taxes. These risks often translate to holding power 
issues and thus price fluctuations. 

The Answer 
City and city-side properties in today’s market vary from 
location to location but where there is significant foreigner 
participation, as in most established and developed cities, the 
more risk there will be. Unless investors are in for a short ride 
to quickly flip the market, most will be better off buying in 
locations where property prices are well supported by local 
demand and income. Such properties will tend to provide 
stable and consistent growth - something which is essential 
when investing away from home.

The Fallacies of Investing Overseas 
- Dan Toh 



CONTACT US 
For more information about what we do and if you would like to get in touch with our portfolio 
managers for a personal discussion on how you can too build a significant property portfolio for 
consistent passive income, contact us at: 

Email :  marketing@runningstream.com  
Address : 144 Robinson Road, #04-01 Robinson Square, Singapore 068908 
Phone : +65 6224 9245

UPCOMING EVENTS

ABOUT RUNNINGSTREAM 
RunningStream started in 2006 from a passion for real 
estate investing. Being convinced with how well it works 
as an instrument to build long term wealth, our group of 
dynamic and like-minded professionals transformed this 
passion into a niche and efficient practice to help clients 
achieve their financial aspirations through real estate. 
With an unique concept that integrates real estate 
investments with the rigorous discipline and structure of 
financial planning, we created a company that has the 
right program, people, partners and projects to make 
investment success a certainty. 

Recognising that the purpose of attaining prosperity must 
translate into sustainable quality living, the name RunningStream 
and the logo where we feature a tree prospering beside a 
flowing stream epitomises our mission to be a partner to the 
financial success of our clients so that they may enjoy the fruits in 
their lives. 

Our ambition is to grow the company Asia-wide and be a 
dominant force in the market, elevating real estate investing from 
its current speculative and hype driven nature to become a 
structured practice to growing sustainable wealth.

Dan Toh 
Founder/CEO

Date Title

9 Feb 2017 Brisbane 2.0 
- The next world class city in Australia

22 Mar 2017 Australian Investment Regulation Changes 
- How does it affect you?

To find out more about events please visit our website at 
http://www.runningstream.com/events

Jenna Barry 
Market Analyst Manager

Educational 
Events  
Join us in our 
various 
educational 
events where we 
constantly 
empower you 
with knowledge to 
become an 
effective investor.

CONCLUSION 

There are many more marketing strategies that were built on 
fallacies, simply taking advantage of the fact that most 
investors are not as informed. When faced with them, the 
golden rule is to never put down a reservation. While they may 
sound good, and in some cases make sense for some of you, 

walk away from the deal. Sleep on it, rationalise it, talk to your 
financial partner or advisor to help you see from other 
perspectives. Never buy simply because you think the 
opportunity will not come by again. Trust me, while you might 
think that you are missing out on a great deal, there are so 
much more regrets-of-a-lifetime than deal-of-a-lifetime out 
there. Caveat emptor.


