THOUGHT LEADERSHIP

CAR PARKS

Car park properties are a firmly established
real estate investment class, offering stable long-
term rental income and generally outperform office
and retail investments at comparable locations. But
what does their future look like in an emerging era
of urban and ‘multi-modal’ consumers relying on
and alternating between bicycles, public transport,
car-sharing and the self-driving electric car? Will
car parks still be a profitable investment segment in
10-15 years from now?

Bouwfonds IM believes so, based on the insights
and considerations that are emerging from its op-
erations and discussions with industry experts.

Passenger car growth is forecast to
maintain its positive growth trajectory
Fundamental factors that drive car park attractive-
ness, such as new car registrations, and the total
number of passenger cars, are expected to main-
tain their positive growth trajectory. We are still
seeing continued growth in car registrations in our
core markets in Western Europe: Germany, France,
the UK, the Netherlands and Spain. This is mainly
caused by Europe’s steady growth in the number of
households - notably in major urban centres and
in spite of slowing or stagnating overall popula-
tion growth in a few countries. While passenger car
registrations are expected to peak by 2020 in some
countries, such as Belgium, continued growth is ex-
pected in others - in Germany, for example, until
2025. We believe that this trend provides a sound
basis for car park investments. Total registrations
are set to tail off slightly after 2025, but the decrease
is likely to be very small and in our view no cause for
concern. Even though registrations of new passen-
ger cars are expected to tail off after 2025, the to-
tal number of passenger cars on European roads is
expected to continue to rise for some time. In fact,
the International Council on Clean Transportation
Europe expects the total number of cars on Euro-
pean roads to increase from 251 million in 2015 to
258 million in 2030. Beyond that, even in 2040, the
number of cars on the road in Germany for example
is likely to be only 1.5% (or 600,000 vehicles) be-
low the present total. This small decrease is mainly
caused by a declining German population. In other
major European economies it is expected that the
number of cars in 2040 will be above the current to-
tal, due to increases in population and the number
of households.
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Technological development will not
make car parks obsolete, but could
instead improve their utilisation

We feel that the forecasts for the total number of
cars on Europe’s roads are credible, even in light of
technological advancements, such as car-sharing
and autonomous driving. It is frequently suggested
in the market that autonomous driven shared cars
will make car parks in innercity locations obsolete.
We at Bouwfonds IM are sceptical about these fore-
casts and do not believe that these technological
developments will become so popular in the fore-
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seeable future that Europe’s total “fleet” of cars
would start shrinking as a result — thereby reducing
demand for parking space.

Admittedly, there has been marked growth in
recent years in the number of people who have
signed up to car-sharing platforms such as Car2go
and DriveNow, notably in the major German cities.
But we think the long-term effect of car-sharing is
overestimated, as the number of shared cars only
account for a small proportions of the total number
of vehicles. Take Germany again, for example. In
2016, it had just 17,200 car-sharing vehicles: 9,400
in station-based car-sharing, and 7,800 in free-
floating car-sharing. That is less than half a percent
of the country’s total ‘fleet’ of around 40 million
passenger cars. As for autonomous driving, the con-
sulting firm McKinsey has noted in a recent study
(Automotive Revolution - Perspective Towards
2030) that it is expected to catch up only slowly due
to the significant technological and regulatory chal-
lenges involved. McKinsey forecasts that by 2030,
some 15% of all cars could be fully self-driving, and
around 50 percent largely self-driven.

Technical and regulatory challenges aside, we
see multiple other reasons, which explain why the
growth in car-sharing and autonomous cars will not
rise steeper in the near future. Available evidence
suggests that most people strongly prefer ready and
exclusive access to a car of their own. In addition,
while densely populated urban centres tend to pro-



vide suitable public transport alternatives, this is
typically less so in the suburbs and the countryside
beyond. As with conventional public transport, car-
sharing (with or without a human driver) is unlikely
to work very well in the countryside, where poten-
tial users will be fewer and further between. Many
people who live in the suburbs and beyond and who
currently own a car are therefore likely to hold on to
it. It is these same car drivers who mainly use urban
car parks. In other words, today’s dominant person-
ally owned driver-driven passenger cars will, in all
likelihood, be substituted only slowly by shared au-
tonomous cars.

We also fail to see how car-sharing in whatever
shape or form (with a person behind the wheel or
with autonomously driving cars) could meet the
sharp fluctuations in transportation needs into
and out of city centres on a massive scale over the
course of an average working day. Traffic flows are
often not conducive to packing several people into
one car. Besides, even if autonomous shared cars
became more popular faster, they too, would have
to be parked somewhere when not in use, and prob-
ably predominantly in car parks.

That said, if in the long term, truly autonomous
driving could actually increase the number of po-
tential car users. This is because a shift from per-
sonally owned driver-driven to shared autonomous
vehicles could significantly lower the cost of mobil-
ity per kilometre, according to McKinsey. This in
turn could make driving more attractive and even
more common, as autonomous cars could address
new target groups such as very elderly people,
children, and disabled people, which cannot drive
themselves, to take to the road.

On the other hand, even though technologi-
cal trends such as autonomously driving cars are
unlikely, in our opinion, to have a severely nega-
tive impact on the number of passenger cars, and
therefore car parks, other technological develop-
ments could well boost the utilisation of off-street
car parks. Car park utilisation strongly depends
on the location, more specifically the proximity to
frequently visited destinations such as the city cen-
tre, an airport or a hospital, etc. But a car park’s in-
tegration in local parking guidance systems is also
very important. Urban parking guidance systems
are constantly being improved. Signs posted along
entry routes into cities show drivers in real-time
how many parking spaces are available at specific
car parks - the aim being to minimise the num-
ber of cars driving around merely to find a place to
park. Similarly, parking guidance systems inside car
parks could help drivers find a space more quickly,
and the next development will be that XXL parking
spaces, electric-car charging points and disabled
parking spaces will be dynamically signposted. In
addition, this information can be obtained on the

Internet and via apps.
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Autonomous parking - which will catch on long
before autonomous driving - will contribute fur-
ther to a more efficient use of space in car parks.
Some cars can already park autonomously, that
is to say, they can drive into a parking space inde-
pendently from a standstill position in front of
the parking space. With autonomous parking, cars
require less manoeuvring and parking space. The
technology can help extend the viability of older car
parks in particular, which often have smaller park-
ing spaces, whereas car parks built more recently
can have the width of their parking spaces reduced,
if necessary, thus adding parking spaces (and in-
creasing revenues).

A growing focus on improving innercity
attractiveness will change the role and
importance of off-street car parks
The outlook for off-street car parks — which, by the
way, account for about one-fifth of the estimated
34 million parking spaces across Europe - is buf-
feted further by a trend against on-street parking
in many city and town centres. In today’s digitalis-
ing, war-for-talent economies, cities are growing
fast, and municipal authorities are actively trying to
make their town and city centres multi-functional
and more attractive. Spaces traditionally reserved
for on-street parking are increasingly transformed
to create more room for pedestrians and cyclists, as
well as room to park private or public, ‘on-demand’
bicycles. Numerous towns and cities are creating
entirely car-free zones, eliminating on-street park-
ing and forcing cars to park in car parks on the out-
skirts of such zones. The Norwegian capital Oslo, for
example, eliminated a thousand on-street parking
spaces in the city centre last June as part of its new
parking policy, forcing people to park their vehicles
in the car parks surrounding this car-free zone.

The same dynamics that cause municipalities to

reduce on-street parking spots, will also create new
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opportunities for car park owners to upgrade their
properties by adding more functions: car parks are
increasingly becoming mobility hubs and service
centres, featuring bicycle-hire points, charging sta-
tions, cleaning services and supermarkets that pro-
vide new sources of revenue for investors.

We believe therefore that car parks will remain
a vital component of the infrastructure within all
cities, based on the aforementioned reasons. How-
ever, in a hypothetical worst-case scenario where
technology would have advanced, and human be-
haviour and preferences changed, to such an extent
that demand for parking space in car parks would
have evaporated, investors would still have a real
estate portfolio featuring attractive locations for
redevelopment in densely populated urban areas.

In summary, off-street car parks are the answer
to increasing mobility and restrained on-street
parking supply. Due to growth in the number of
European households, the number of cars will con-
tinue to rise, despite trends such as car sharing and
autonomous driving. To make inner-cities more at-
tractive, supply of on-street parking will be further
limited by municipalities, whilst enforcement will
become more strict. This, together with growing
demand, will result in further increases in tariffs
and revenue growth over and above inflation. Also,
there is no vacancy to speak of in the sector, and the
long-term risk-return profile looks strong for city
locations that serve as ‘gateways’ to a wide range of
destinations and functions.
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