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Dear Readers, 

We are delighted to issue our InterNews issue for 
the second half of 2018. Last year was full of action 
and development; a year which saw a marked 
increase in the scope of our work; a year in which 
we continued to recruit quality manpower. 2019 is 
packed with challenges and we estimate will lead 
to continued expansion in Israel and overseas, in 
particular through the efficient use of Cushman & 
Wakefield’s global network.

Cushman & Wakefield / Inter Israel’s investment 
department is continuing to spot quality 
investments for our investors. Inter Israel’s 
investment funds continue to expand in Israel and 
after three years of examining opportunities in the 
Spanish market, we are about to enter into two 
investments in Spain (p. 10).

In the field of project marketing, we are currently 
marketing the “Adgar C Tower” in Tel Aviv, The 
Stratasys 2 Building in Rehovot (after having 
rented the entire area of Netanel House) and the 
weTube Project, Rishon LeZion, which we recently 
launched its marketing. 

After the decrease in the first half of 2018 occurred 
first time in 9 years, Tel Aviv CBDs rents have 
stabilized! The Menachem Begin axis has held onto 
first place, with the highest rents in the City (pages 
8-9).

In the second half of 2018 we saw a stabilization of 
rents in most business areas, with the exception of 
Hod HaSharon, in which we witnessed the steepest 
increase of this half (pages 4-5).

If, in the recent past, student dorms were 
considered “a real estate eyesore”, today trend has 
changed and entrepreneurs understand that those 
projects are a goldmine. Architect Uri HaLevy 
shows us a little bit more (pages 6-7).

On page 11 you can track profitability index of 
income producing real estate.

All that and more in current issue of our InterNews 
magazine.

Enjoy reading!

Yoram Blumenthal
Partner, Inter Israel

Office Market in Main Cities - H2 2018

Haifa and the North
Stabilization after increase in the first 
half of 2018

In this review, we have checked three locations 
in the Northern region with a significant 
concentration of office buildings – Haifa, 
Yoqneam and Caesarea. The rental fees checked 

were for office spaces with basic fit-out. After an increase 
of average rents in the entire Northern region in the 
previous six-month period, of approximately 4% in 
comparison with the second half of 2017, in the current 
period we have seen stability, with monthly rentals 
remaining unchanged at approximately ILS 64 per sqm.
In the Haifa region, the current survey reviewed the 
Matam Park, the Life Sciences Park across the road, 
owned by Mivne and the Haifa Economic Corporation 
and the Sha’arei HaCarmel office area, owned by Melisron. 
All these have a high rate of occupancy, with little or no 
turnover and with average rents remaining at about ILS 
69 per sqm.
Yoqneam’s hi-tech park, the second location under 
review, constitutes the main suburban office area. After 
the largest increase in the region in recent years, which 
was seen in the first half of 2018 (of about 9%, with average 
rents reaching ILS 62 per sqm), we have witnessed a 
further 1.6% rise in the current six-month period, when 
average rents have reached ILS 63 per sqm. The reason, it 
appears, is the continued attraction of hi-tech companies 
to the area, along with a shortage of available space and no 
future plans for additional space in the foreseeable future.
The Caesarea Industrial and Business Park is the third 
and last area that we reviewed in this report. There, prices 
are stable after a 3% increase in the previous six months, 
with average rents remaining at approximately ILS 60 per 
sqm in the current half year. Recently the construction of 
three buildings in the new complex has been completed, 
with a total area of approximately 40,000 sqm and full 
occupancy (!), with the Chinese company Alma renting 
about one third. The Park, as a whole, continues to be 
attractive thanks to its strategic position, proximity to 
main traffic routes and its railway station.

Office Rental Revie w in Main Cities
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 Jerusalem Gateway
project, led by Eden Group

H1 2018 H2 2018

Rental prices (ILS / sqm / month) – Standard fit-out level
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Jerusalem 
New Construction Boom at the 
Jerusalem Gateway and Har Hotzvim

Jerusalem continues to be an advanced and 
developing technological center, in part 
thanks to its position as a National Priority 
Zone for economic development. However, the 

City’s office area is comparatively small, with no new 
construction in recent years. We expect the new “City 
Gateway” project will attract additional businesses 
and entrepreneurs. Work has begun this year and 
it is expected to comprise 720,000 sqm of hotels, 
offices, retail, industry and tourism, together with 
Rad-Bynet Group’s hi-tech project on Har Hotzvim, 
which is expected to comprise approximately 50,000 
sqm of offices, of which around 14,000 sqm are for the 
construction of a Data Center.
Our research department has reviewed the hi-tech 
parks at Har Hotzvim and Malha Park, which constitute 
the largest technology parks in the City and house major 
global organizations. Thanks to their attractiveness, 
together with a lack of new space, occupancy rates 
have remained high. As for rent in the current six 
month period, Malha and Har Hotzvim have been 
stable, with rents remaining at ILS 80 and ILS 72 per 
sqm, respectively. This is after the 2% decrease in Har 
Hotzvim, seen in the first six months of the year.

Beersheba
Stability in rentals and in high 
occupancy

In the current survey, we have checked five 
Class A office blocks in the City (excluding the 
Government Complex) and it seems that since 
the City became a development center for 

Hi-Tech, the demand for offices has continued. As for 
new office space, the last thirty months have seen the 
completion of three buildings in the Gav Yam Negev 
Technology Park (Cyber Park), whilst at the same time 
the construction of the fourth building has commenced; 
it will add approximately 15,000 sqm to the 45,000 
sqm in the existing three buildings, with close to 100% 
occupancy. Furthermore, the construction of a new 
“Oshira” office building is expected to begin shortly, close 
to the City’s Government Complex. The new 16,000 sqm 
building will comprise offices, retail, a 100 room boutique 
hotel and underground parking.
After the rise seen at the start of 2018 in comparison to 
the second half of 2017, rents have now stabilized, with 
average rentals remaining at approximately ILS 76 per 
sqm in the six months under review.

Beersheba Jerusalem
– Malha

Jerusalem
- Har Hotzvim

Caesarea Yokne’am Haifa

Illustration: TOPOTEK1
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Rental prices (ILS / sqm / month) – Standard fit-out level

commerce, communication complexes, 
showrooms, exhibition halls and 
more and is expected to significantly 
strengthen the City as the leader in all 
industrial zones.
Rosh HaAyin – after the 5% decrease 
seen in the first half of the year, there 
is stability with average rentals 
remaining at approximately ILS 48 per 
sqm. The area, which did not partake in 
the speedy development of the Sharon 
cities from the aspect of construction 
of new offices, continues to widen the 
gap in rentals in comparison to nearby 
industrial zones, such as Kfar Saba, 
Petah Tikvah and Hod HaSharon, with 
a difference of about 31% as opposed 
to 28% in the first half of the year. We 
believe that this will change with the 
progress of the Nitzba project – “Nitzba 
City” – which plans the construction of 
a business park at Qasem Interchange, 
with about 120,000 sqm of office 
space. This will be adjacent to a multi-
functional park, with residential tower 
blocks and an additional 80,000 sqm 
area for commerce and light industry. 
The park will also comprise green 
areas, retail, coffee shops, exhibitions 
and places of entertainment. The 
entire area, located at the intersection 
of Routes 5 and 6, will be constructed 
in stages, with the first stage due to be 
completed in 2020.
Nes Ziona / Rehovot – after a 
sharp and continuous rise in average 
rentals in the area over the last 18 
months, in the second half of 2018 
prices stabilized, with average rents 
remaining at the relatively high level 
of ILS 71 per sqm. The nearby parks, 
Tamar and Kiryat Weizmann Science 
Park today comprise approximately 
450,000 sqm and continue to attract 
hi-tech companies. The proximity to 
leading research institutes, a high level 
of infrastructure and the homogenous 
nature of a relatively small land area, 
together with the proximity to the 
railway station, preserves their status as 
the leading parks for hi-tech companies 
and businesses. One can see at Park’s 
view the construction of a the new 
project – Stratasys 2, owned by Stratasys 
and planned for occupancy in the first 
quarter of 2020 (see box on page 4).

Ben Gurion Ring
Or Yehuda, Yehud, Bet Dagan and 
Airport City – as one may recall, at 
the start of the year the region was 
the “Surprise of the year” registering 

A Surprise at the 
Beginning of 2018; 
Stabilization at its end 
Stability occurred in most employment zones

In this report, we have analyzed the 
rents in nine different areas in Central 

Israel, from Netanya in the North to 
Nes Ziona and Rehovot in the South. 
The office rental prices checked 
included basic fit-out.
As one may recall, in the previous 
six-month period we saw surprising 
increases in rents in the Ben Gurion 
Ring, in the Nes Ziona-Rehovot area 
and in Ra’anana. As expected after such 
a surprise, in the current six-month 
period we have seen a stabilization of 
rentals in most areas, apart from Hod 
HaSharon where we saw the highest 
increase in this period, with rents 
reaching ILS 68 per sqm as opposed to 
ILS 65 (an increase of approximately 
5%) and Herzliya, where we saw a 
small increase of 1%.
From data analyzed, average rents for 
all employment zones have increased 
a further 1%, in addition to the 
increase seen at the start of the year, 
with average rentals reaching a level 
of ILS 69 per sqm, as opposed to ILS 
68 per sqm (even leaving out Herzliya, 
there has been an increase of 1% with 
the average rentals at ILS 65 per sqm, 
as opposed to ILS 64 per sqm in the 
previous six-month period).

Office Market Review; Business Districts in Central Israel – H2 2018
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Analysis of Business Districts
Petach Tikvah – after the decrease 
seen in the first half of the year, the 
last six months have been marked 
by stability, with average rentals 
remaining at a level of approximately 
ILS 73 per sqm. We believe that at 
present demand has come to a halt, 
due to the surplus of space currently 
available and in the next few years, 
which includes, among others, the 
new Ofer Park built by the Melisron 
Group (approximately 50,000 sqm, 
most of which is already occupied and 
the rest is expected to be taken up by 
2021), the Sasson Hogi Group office 
tower, “Hogi One” (approximately 
25,000 sqm, expected to be built by 
the end of 2021), the Global Towers 
project (approximately 105,000 sqm 
spread over two towers) and the “B.S.R 
City” project (approximately 180,000 
sqm spread over four towers). All these 
are in addition to the outline plan 
recently approved by the Municipality, 
which seeks to increase the Kiryat 
Arye area to 5.1 million sqm of space 
for light industry, commerce and 
industry. The plan designates the 
construction of offices, industry, 
pharma industry, laboratories, hi-tech, 
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an increase of around 5% in average 
rental fees, after stability in prices for 
the preceding 18 months. In the second 
half of the year, however, rental prices 
stabilized and remained at a level of 
approximately ILS 65 per sqm.

Sharon Region
Herzliya Pituah – after a year and 
a half of hibernation, thanks to a 
lack of new spaces and/or anchor 
tenants without any turnover, in the 
current six-month period there has 
been an increase, albeit minor, of 
approximately 1%, with rents at ILS 
99 per sqm as opposed to ILS 98 in 
the first six months of the year.
Kfar Saba  – an increase of 
approximately 1% with average 
rentals reaching ILS 67 per sqm, as 
opposed to ILS 66 per sqm in the 
previous six-month period.
Netanya – stable prices at a level of 
ILS 57 per sqm.
Ra’anana – after the first half of 2018 
showed the sharpest increase of the 

last two years in the region, in the 
second half of the year average rents 
stabilized, remaining at around ILS 
71 per sqm. Recently Gav Yam Group 
has commenced the construction 
of the Ra’anana Shufersal complex, 
with approximately 40,000 sqm for 
commerce and offices, with additional 
1,000 parking spots; the project will be 
constructed in two stages.
Hod HaSharon – a surprising 
increase of around 5%, with rentals 
reaching ILS 68 per sqm, as opposed 
to ILS 65 per sqm in the previous six-
month period. We estimate that this 
increase stems from the construction 
of new projects in the area, after 
a number of years without 
construction, including the office 
block developed by Pandom-
Sufrin together with B.S.R, with a 
building which has for the most 
part been successfully marketed 
and whose construction is due 
to be completed at the start 
of 2021.

A new building, owned by the leading company for 
three dimensional printing for over 30 years, Stratasys, 
is now in advanced stages of construction in the 
Rehovot TAMAR Science Park and situated at Park’s 
main axis. The building is expected to be open to the 
company’s staff and visitors at 2020. These impressive 
new premises will be added to an already existing 
building in Stratasys Complex. One cannot ignore 
investment made in the architectural design, together 
with Building’s high level of functionality. 

Stratasys – a market leader in the field of three 
dimensional printing – is Project’s developer and 
owner, hence responsible for its special design and 
styling, from end user viewpoint. Stratasys intends to 
rent 4 out of 6 floors whereas the total area of building 
2 is approximately 16,000 sqm, with typical office floors 
of 2,158 sqm each, in addition to an entrance floor and 
underground parking. Building’s lobby is outstanding 
and has been built to a very high standard of finishing, 
with a giant glass atrium at entire building height, 
including 3 glass elevators and additional 3 elevators 
in the main core of the building, suspended bridges, 
decorative plants, styled sitting areas, etc. Lerman 
Architects and Town Planners Ltd. are responsible for 
the Building’s plan and styling. 

Beyond the impressive architecture of the building 
and the magnificent lobby, building provides its tenants 
with advanced operational and scientific solutions, 

recognizing that the building must provide a working 
environment of the highest standard, parallel to the 
Company’s offices in Israel and overseas. The lobby 
floor will comprise a large restaurant area, along with a 
gym and an auditorium with 150 seats and a multimedia 
system. Furthermore, the building was constructed 
with prior consideration for the needs of technological 
companies, without any need for significant engineering 
adjustments after its completion. This includes a raised 
floor for maximum flexibility and aesthetics, particularly 
high floor loads (up to 500 kg/sqm), a multitude of 
shafts to allow installation of chemical and biological 
evaporators and a “Green” construction meets the LEED 
(US) standard, a huge freight elevator and more.

If that wasn’t enough – the entire building is immersed 
in green; there are ponds and landscaping all around, 
under the aegis of Miller- Blum Environmental Planning.
Cushman & Wakefield / Inter Israel has been appointed  
as the exclusive marketing agent for the project.

Stratasys 2
A Groundbreaking Company with 
Innovative and Functional New Building
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“If in the recent past student dorms 
were thought to be a ‘real estate 

disaster’ in general and an acoustic 
nuisance in particular, today the 
trend has been reversed. Today we 
understand the student dorm projects 
are a goldmine – both for the sparkling 
lifestyle of the city and also as a real 
estate project that yields fine profits”, 
explains Uri Halevy, architect and one 
of the owners at “Auerbach Halevy 
Architects.”

“The planning teams of Israel’s major 
cities have understood that students 
are a catalyzer for community growth. 
Student dorms attract young people, 
who will shortly be academics. This is a 
colorful population, which is reliant on 
public transportation and bicycles and 
hence doesn’t create a traffic load. Quite 
the opposite – bars and restaurants 
will spring up around the dorms like 
mushrooms after the rain and nightlife 
will develop, followed by employment 
centers.

Many students, who live in the dorms 
from a few years to a decade, will 
choose to start young families in the 
same city, which will bring fresh blood 
to the neighborhood. From the real 
estate viewpoint, the projects, when 
designed correctly, are characterized by 
full take up and yield a high profit. As a 
paraphrase of the well-known saying, 
“Students do not pass on, they just 
change”. Directly and unequivocally, 
student dorms strengthen the 
neighborhood and the community and 

raise the value of real estate” Halevy 
adds.

A report by the global real estate 
consultants Cushman & Wakefield, 
shows that the field of student 
residencies has developed and 
continues to develop and that 
educational institutions are turning 
into commercial enterprises, to all 
intents and purposes, for a number 
of reasons: the global appetite for 
education is constantly growing, the 

 Student Dorms

Source: Cushman & Wakefield

 Total number 
of students 
(millions)

Number of 
overseas students 
(thousands)

Yield )%(

Sweden 0.3 36 4

Germany 2.8 340 3.75

Netherlands 0.7 112 4.5

United Kingdom 1.7 397 4.25

Ireland 0.2 15 5

Poland 0.9 66 7

France 2.6 310 4.25

Portugal 0.4 37 6

Spain 1.5 113 5.5

Israel 0.3 2

younger generations are more mobile, 
the world’s universities are becoming 
more competitive and more attractive, 
the existing residential options are 
becoming old-fashioned and students 
are a significant part of the local and 
global economy. Educational institutes 
adapt their commercial models in order 
to remain relevant and competitive and 
to keep their share of the market. 

The number of students in institutes 
of higher education worldwide, 

Student Dorms – Not what you thought
Not long ago they were thought to be a “nuisance”, 
today they are a goldmine

Illustration: Auerbach Halevy Architects
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according to data gathered by the OECD 
in 2014: in 1970 – 28 million, 2009 – 165 
million and the supposition is that in 
the year 2025 the number of students 
will be 262 million.

France is on the map
The student market in France is 

one of the largest in Europe, with 2.6 
million full-time students, of whom 
12% (approximately 310,000) are 
overseas students and another 35% 
(approximately) are French students 
who live away from their parents, or 
study in a region distant from their 
homes. As for residences, universities 
and private entities operate 350.000 
sqm of residential possibilities for 
students. Rents vary between EUR 50-
350 per week and the profit ranges from 
4.2%-6%.
What about Germany?

Amongst all the European nations, 
Germany has one of the largest student 
populations with a steep increase in 
the number of overseas students over 
the last 10 years. The size of the student 
population is 2.8 million, of whom 
approximately 340,000 are overseas 
students (12% of all students). Around 
75% of German students live away 
from their parents, or study in a region 
distant from home. As for residences, 
universities and private entities operate 
approximately 275,000 sqm of residential 
possibilities for students. Rents vary 
between EUR30-270 per week and the 
profit ranges from 3.75%-6.5%.
What’s happening on the British 
market?

The British market is on the rise 
regarding its student population; in 
the past year (from 2017) there was 
an increase of about 2.6% and if one 
measures the movement of students 
in Britain since 2012, there has been 
an increase of approximately 7%. 
Regarding data on overseas students, 
this section of the market has grown 
by 70%. Today the number of full-time 
students has reached 1.7 million, of 
whom around 397,000 are overseas 
students (23% of all students). Currently, 
about 602,000 sqm of student residence 
possibilities are operated. The average 
weekly rent outside London is EUR 
133, whilst inside the Capital it is 213 
and the profit is 4.25%.
And here in Israel?

Here in Israel the figures are not yet 
as impressive as in other European 
capitals, however it is now clear that 
students can contribute to the local 
economy.

Auerbach Halevy Architects 
present two projects of 
architecture and interior design 
for student dorms in Israel:

Student dorms and Academic 
Center of New York University in 
Tel Aviv

New York University opened a 
branch in Israel, just like its other 
extensions in major cities worldwide. 
The Tel Aviv branch comprises three 
student dorm buildings (about 90 
beds) and an academic center, located 
in an adjacent building.

The site selected belongs to the I.Y.H.A 
(Israel Youth Hostel Association), 
which operates it together with the 
adjacent youth hostel. The project was 
based on upgrading three old buildings, 
along with the addition of another 
floor, strengthening of foundations and 
making adjustments to meet modern 
safety and accessibility standards. The 
three buildings were combined into 
one single design, thus creating a mini-
campus on Tel Aviv’s Bnei Dan Street, 
opposite the southern bank of the 
Yarkon River.

The campus’s ideal location in the 
center of Tel Aviv calls for a design that 
echoes the spirit of the “White City” in 
every corner and creates an additional 
experience for the students’ stay in Tel 
Aviv, by creating meeting and waiting 
spaces in the common areas.

The Academic Center planned 
adjacent to the dorm buildings, 
comprises classrooms, faculty offices and 
public areas. The design is characterized 
by rich colors together with contrasting 
black and whites and the use of natural 

materials that come together to form a 
modest yet elegant effect.
Conceptual competition for the 
design of student dorms at the 
Technion in Haifa

The proposal presents an alternative 
to the typical residential concept and 
offers a model for community life in a 
vertical building, combining residential 
units around a shared public space, 
suitable to the student lifestyle. The 
concept will be realized by building a 
construction using reinforced concrete, 
which is simple and quick to put up, 
economical and forms a presence. It 
will serve as the base for constructing 
residential units and creating inter-
connecting public spaces.

The reinforced concrete 
construction allows the creation 
of eight “double slab” floors, with a 
combination of residential units made 
from light elements on two levels and 
in varied parameters, thus creating 
light and airy spaces. The modules 
of the colored housing units, laid 
freely amongst a concrete framework, 
produce interest, variety and vitality, 
along with an ability to differentiate 
between the various units.

The placing of the units within 
a concrete framework creates a 
“horizontal city”, in which the 
intermediary spaces created between 
the units serve as a sort of random 
and flexible “Urban Spaces”, similar 
to streets and “piazzas” in which the 
spontaneous activities of everyday life 
come about. The building’s roof is open 
to all-comers as a public area that looks 
onto the breathtaking view of the Bay.

Illustration: Auerbach Halevy Architects
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In the first half of 2018 we were 
surprised to see a decrease, however 

small, in average rents on Tel Aviv’s 
CBD axes. From July to December 2018 
we have seen that this is not the start 
of a trend and rents remained stable, 
at the high level they maintained for at 
least the previous three years, with an 
average of ILS 103 per sqm (fitted out).

The net rate of take-up shows a 
deceleration in the second half of 2018 
at 48,000 sqm as opposed to around 
83,000 sqm in the first half of 2018 
and approximately 230,000 sqm in the 
second half of 2017.

Still, at an annual overview the rate 
of take-up for the whole of 2018 stood 
at 130,000 sqm, a figure higher than the 
average of recent years, namely around 
110,000 sqm per annum.

In the take-up rate (including Bnei 
Brak and Ramat HaHayal) we saw a 
minor increase as the rate reached 
94.4%, as opposed to 94% in the first 
half of 2018. As for vacancies, with the 
exception of the Shaul HaMelech axis 
– in which there was an increase in the 
vacancy rate with 5.4% in the current 
six month period as compared to only 
3.8% in the previous six months – on 
the other axes the vacancy rate either 
decreased or remained stable. The 
largest decrease, of approximately 
50%, was recorded in Ramat HaHayal.

In the second half of 2018 no new 
construction projects were completed, 

which brings us to approximately 
250,000 sqm of new office space due to 
enter the market during 2019. Among 
them are projects whose occupancy 
has been delayed from the six-month 
period under review. The axis with 
the largest volume of construction 
next year will be Yigal Alon, with 
approximately 81,000 sqm, which 
constitute about a third of the total area 
expected to be added.

Stability in monthly rentals
As mentioned earlier, the current six 

month period shows stability in average 
rentals, which remain around ILS 103 
per sqm. When one includes Bnei Brak 
and Ramat HaHayal, the average rent 
remains stable at ILS 97 per sqm.

The office market survey for the 
second half of 2018 is based on 3.1 
million sqm of office space, in more 
than 150 class A office buildings in 
Gush Dan. For the purpose of this 
statistical analysis, the present sample 
was based on 90 office blocks with 
an overall area of 2.3 million sqm. 
Buildings serving a single occupant 
or a very small number of tenants, 
without any turnover, were not taken 
into account. In Tel Aviv we surveyed 
six central CBD axes: Rothschild, 
Shaul HaMelech, Menachem Begin, 
Yigal Alon, the Coastal Line and 
Ramat HaHayal. In addition, we have 
surveyed the Diamond Exchange axis 

in Ramat Gan and the BBC (Bnei Brak 
Business Center).
Rothschild Axis – following the first 
half of 2018, the second half has also 
shown a decrease of around 1%, with 
average rents at approximately ILS 
109 per sqm, as opposed to ILS 110 in 
the previous six month period. The 
vacancy rate in the area decreased 
to around 3.3%, as opposed to 4.6% 
in the first half of 2018. Rothschild 
Boulevard, which maintained its 
position as a prestigious and highly 
desirable location, especially by hi-tech 
companies, continues to be second to 
Menachem Begin in rental prices and 
is closing the gap with Shaul Hamelech 
axis, which is currently in third place.
Shaul HaMelech Axis – average 
rentals remain stable at around ILS 
108 per sqm. Vacancy rate has reached 
approximately 5.4%, as opposed to 
3.8% in the previous six months.
Menachem Begin Axis – continues 
to hold on to first place in rentals in Tel 
Aviv CBD; after the first half of 2018, 
where we saw a decrease of around 3%, 
in the current period average rentals 
actually increased, reaching a level of 
around ILS 113 per sqm, as opposed 
to ILS 112 per sqm at the start of the 
year. As for vacant space, there was an 
decrease of around 30% in the vacancy 
rate.
Yigal Alon Axis – a minor decrease 
was recorded in average rentals, 
which in the second half of 2018 
constituted approximately ILS 97.5 
per sqm, as compared to ILS 98.4 per 
sqm in the previous six-month period. 
As the reader may recall, the second 
half of 2017 saw a sharp rise in the 
vacancy rate, which reached around 
16.5%. Since the start of the year, 
thanks to the continued take-up of 
the Alon Towers, a decrease has been 
recorded and in the current six month 
period the rate was only around 8%, 
as compared to 9.7% in the previous 
six months. As mentioned, in 2019 
some 81,000 sqm of new office space 
will be added to this axis, composed 
of building C in the Adgar 360 project 
owned by Adgar Investments and 
Developments Ltd. and the TOHA 
project by Amot and Gav Yam. Both 

The Menachem Begin Axis holds on to first place with the highest rents in 
Tel Aviv CBDs ● Take-Up on the axis has risen significantly ● On other axes 
– rents have remained stable

Tel Aviv Stabilizes
Office Market Review; Tel Aviv CBDs – H2 2018

Rental Trend over last 10 years in Tel Aviv’s CBD
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the Leumi Card Tower (about 40,000 
sqm) and Phoenix Company’s project 
(about 40,000 sqm) – which are likely 
to make the axis more attractive to new 
potential tenants.
Ramat HaHayal Area – average 
monthly rentals increased by 
approximately 2% in the second half 
of 2018 and constituted around ILS 81 
per sqm, compared to ILS 79 per sqm 

projects are expected to be occupied 
in the first half of 2019.
Ramat Gan Diamond Exchange 
Axis – after stable monthly rentals at 
around ILS 91 per sqm in the last year 
and a half, the second half of 2018 saw 
a decrease of around 1%, with rentals 
reaching approximately ILS 90 per 
sqm. The vacancy rate remained stable 
at around 2.8%.
The Coast Line Axis – no new office 
construction occurred in this axis 
in years, with existing projects fully 
occupied. Thus, in the six-month 
period under review, as in the previous 
two years, rents have been stable at 
around ILS 78 per sqm. Owing to the 
small amount of office space in the 
area, together with a lack of future 
construction plans, we expect that in 
the years to come the survey section 
represented by this area will start to 
lose its relevance.
Bnei Brak Axis – here too we can 
see continued stability, with average 
rentals at around ILS 78 per sqm, 
thanks to a lack of office space alongside 
a low vacancy rate. We expect a change 
in this stability with the introduction 
of about 280,000 sqm in the coming 
years – including, among others, the 
Israel Land Development Company 
(ILDC) project (about 50,000 sqm), 

in the first half of the year. Vacancies 
decreased significantly (by 50%) as 
the vacancy rate dropped to 3.5%, 
compared to 7% in the first half of the 
year. In the current six-month period 
the most significant transaction of 
recent years in this area was signed, 
with about 20,000 sqm to be occupied 
by Teva Pharmaceuticals, in Vitania’s 
Dvora HaNevia project.

9
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Tel Aviv CBDs Rents; ILS / sqm / month (fitted out)

Contrary to what we expected, total addition of office space in 2018 was around 105,000 sqm, as opposed to 170,000 sqm 
previously anticipated. As a result of projects being postponed, total addition in 2019 will be about 250,000 sqm; in 2020 
further 200,000 sqm will be added; in 2021 approximately 280,000 sqm and in 2022, approximately 152,000 sqm. All in all, 
an addition of 880,000 sqm in four years, of which 53% are owned by single entities.
From a yearly viewpoint, the Yigal Alon axis will lead in office space additions for 2019 with approx. 81,000 sqm and will 
constitute about 33% of total space to be added this year. Over the coming 4 year period however, the Menachem Begin 
axis will still maintain first place, with a total addition of 412,000 sqm and will constitute 44% of total office space to be 
added upto 2022.
Tel Aviv CBD’s Take-Up rate in 2018 was approximately 131,000 sqm, as opposed to arround 110,000 sqm in previous 
years. Therefore the forecast of a surplus of office space, together with a fall in prices, must be questioned. Nevertheless, 
developers will have to think outside the box to cope with the wide supply of office space when competing for the heart of 
tenants.
We must point out that we are starting to see a trend of owners of small offices (individual investors) who are willing to 
be more flexible when it comes to setting rental prices. As stated previously, we assume that this trend will become more 
pronounced as more space is added.

Tel Aviv Office Market 2019-2022 - Forecast

Addition of office space (sqm) - Forecast
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Inter Israel’s Investment Fund 
Activity is Expanding

half previously for ILS 17 million 
(before purchase expenses). “The 
Fund achieved a major profit for 
its investors” explains Ofek Gabai, 
Partner and Manager of CMG 
Department at Inter Israel. “This 
is no magic or coincidence, but an 
organized and consistent process of 
asset improvement, including, inter 
alia, the solution of prolonged legal 
disputes which had prevailed prior 
to purchase of the site by the Fund, 
combined with the advancement of 
planning processes for the increase of 
construction rights.”

Inter Israel’s Investment Fund is 
currently putting together a group 
of investors for two transactions in 
Spain: the first, bridging finance for a 
Spanish developer (a loan backed by a 
real estate security) and the other, the 
purchase of a residential building, its 
refurbishment and thereafter the sale 
of the apartments.

About Inter Israel’s Investment 
Funds

In recent years the market has 
been flooded with various investment 
proposals in a range of real estate 
channels, both in Israel and worldwide. 
Some demand mutual guarantees from 
investors, others require a high financial 
entry level and in many instances, 
are for the construction of long-term 
projects, with major hidden risk factors. 
Inter Israel presents a different, unique 
model: the entry level for investment 

is relatively low, there are no mutual 
guarantees and the investors have an 
influence on property management, 
whilst at the same time Inter Israel 
undertakes to manage the fund and 
provide its experience in the field. In 
addition and equally important: Inter 
Israel itself invests in assets purchased, 
thus ensuring identity of interest of both 
the group’s managers and its investors. 

“Many investors understood that 
investing in commercial real estate 
– offices, commercial and logistic 
properties –embodies a higher yield 
than residential. However, entry level 
into this sector is significantly higher, 
thus leaving the sector exclusively in the 
hands of large corporations or wealthy 
individuals. Inter Israel has identified 
this and now offers a range of channels 
for investment in commercial real estate 
with a relatively low entry bar”. 

“It is important to emphasize”, adds 
Gabai, “that there is a risk in every 
investment. An investment group 
manager that does not lay out the risks 
built into an investment, is failing in his 
duties. At Inter Israel, we are well aware 
of the various risks, but are convinced 
that our accumulated knowledge will 
allow us to manage them in a reasonable 
manner. Furthermore, we believe that in 
the test of profit versus risk, investment 
in commercial properties is an excellent 
option in these times”.

Inter Israel continues to expand the 
activity of its real estate investment 

funds. As you may recall, in the second 
half of 2016 Inter Israel, together with 
investors whom it gathered, purchased 
two residential buildings in Berlin. At 
the same time, it purchased a site for 
the construction of an office building 
in the Diamond Exchange complex in 
Ramat Gan. During the first half of 2018, 
the joint fund of Inter Israel Real Estate 
Consultants and Profound Investment 
House purchased half of a site in Yehud, 
designated for the construction of a 
supermarket, for ILS 8 million. 

The Fund commenced construction 
of a 4,000 sqm property which, 
upon completion, will be leased to 
a supermarket chain on a ten-year 
lease agreement. The supermarket 
construction cost is estimated to be an 
additional ILS 10 million. The Fund 
managers estimate that this transaction 
will reflect a yield of 8.5% per annum. 

Simultaneously, the Fund purchased 
half of a 2,000 sqm building in the 
center of Herzliya, which is leased 
for a 12-year period to the gym-chain 
“Space”. The Fund managers estimate 
this transaction will show a minimum 
yield of 8% per annum.

In April this year, Inter Israel’s 
Investment Fund sold the site in 
the Ramat Gan Diamond Exchange 
complex for ILS 31 million; the site 
had been purchased a year and a 

Inter Israel’s Real Estate Investment Funds

During 2018, Inter Israel purchased, together with investors, two income-producing 
assets in Israel; at the same time, it realized the site in the Ramat Gan Diamond 
Exchange complex ● In the first half of 2019, two investments in Spain are planned
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According to the study, growth 
in commercial real estate 

investment was led by Asia, both 
as a source of capital and as an 
investment destination, with 52% 
of all investment activity and Asian 
buyers responsible for 45% of all 
international investment.

New York City still holds 
onto first place globally when 
examining the number of local 
investment deals, but, for the first 
time, it’s not in the top five for 
global investment. Hong Kong 
has climbed into the top five, right 
behind Los Angeles, London and 
Paris. London strengthens its 
status and maintains its leading 
position (for the ninth time in ten 
years) as the City attracting the 
most foreign investment, with 
an increase of 22% compared to 
2017. The volume of transactions 
in London has also grown by 47% 
during the year, reaching $ 10.9 
billion.

Although no North American 
city made it to the top five for 
global investment, six are still in 
the top 25, just as in 2017. Toronto 
is the first Canadian city to enter 
the top 25 in the last 5 years, 
whilst growing demand has, over 

the years, increased volume of 
transactions by 50%.

Europe is responsible for 4 out 
of the 5 leading cities for foreign 
investment, with Paris and 
Amsterdam in third and fourth 
places respectively and Madrid in 
fifth place for the first time since 
2009. There is only one German 
city in the top ten – Berlin – which 
is a change from 2017, when three 
German cities appeared in the top 
ten. 

Hong Kong has climbed fourteen 
places (!!!) to second place. 
Chinese investors are encouraged 
to invest close to home, resulting 
in a growth of 256% in investment 
volume in the past year.

Ofek Gabai, Partner and 
Manager of Inter Israel’s CMG: 
“The capital in the hands of 
investors is at the highest level it 
has been for years, leading to an 
increase in demand for real estate. 
At the same time, the increase 
in U.S. interest rates in 2018, 
together with further increases 
expected this year, has led to closer 
examination of investment in 
premium properties, as opposed to 
the previous random purchase of 
assets”.

A new study by Cushman & Wakefield shows that 
in 2018 investors in Asia are responsible for 18% of 
the growth in invested capital ● London – the most 
attractive city for foreign investors

The Real Estate Market 
is Boiling Over
In 2018, a new record was established in 
global investment in real estate - $ 1.8 trillion
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The Increased Return on Bonds 
has led to a Closure in the 
Investment Gap

2015, when the Fed set out on its current 
monetary policy.

In a bulletin issued together with the 
latest increase, the Fed reduced the 
number of increases expected in 2019, 
from three to two and there are those 
who estimate that there will be only one 
increase during the current year.

Ofek Gabai, Partner and Manager 
of the investment Department at 
Inter Israel: “It is estimated that the 
interest rate in Israel will increase 
during 2019 by a rate of up to 0.25% at 
the very most, unless the forecasts of 
inflation grow along with a significant 
weakening of the Shekel, or a wave of 
local price increases”.

In conclusion: given the conditions 
of negligible interest rates until the 
end of 2019, we find that income 
producing real estate will continue to 
be profitable, however investors must 
act with extreme caution.

Inter Israel’s Research Department continues to keep a close watch: 
The fluctuations in the markets that characterized the end of 2018 will 
impact revenue yielding real estate

Inter Israel’s Research Department 
continues to monitor profitability of 

investment in income producing real 
estate (Class A offices in Tel Aviv CBD) 
compared to the yield of 10-year index-
linked government bonds (“Mimshal”).

Findings of the survey have shown 
that throughout the period under 
examination (starting 2003), average 
differential was 5.9%. As at the end 
of December 2018, differential was 
5.6%, as compared to 6.1% in June 
2018 and 6.3% in December 2017. The 
decrease in differential stems from the 
increase in bond yields as compared to 
stability in yields at which real estate 
investors are prepared to purchase 
income producing real estate in high-
demand areas. Institutional investors 
are now prepared to purchase at a 
yield of 6.0%-6.5%. Non-institutional 
investors however, are currently 
willing to purchase at even lower yields 
(5.5%-6.0%), due to lack of alternative 
investments. 

In December, the Bank of Israel 
raised bond interest to 0.25% (the first 
increase in 7.5 years) and decided to 
leave the rate at 0.25% for January 
and February as well. Our Research 
Department expects the Bank of Israel 
will increase interest once again in the 
third quarter of 2019, to a rate of 0.5%. 
The Bank of Israel only expects a third 
interest raise at the start of 2020, this 
time to 0.75%. In total, four interest 
increases are expected; one in 2019 and 
three in 2020, bringing the interest rate 
up to 1.25% at the end of 2020.

In the U.S.A. on the other hand, the 
Federal Reserve Bank raised the U.S. 
interest rate in December by 0.25%, 
to 2.5%. This was the fourth increase 
in 2018 and the tenth since the end of 

Ofek Gabai, Partner and 
Head of Capital Markets 
at Inter Israel 

Clarification :  investment in 
commercial real estate requires the 
examination of a long list of factors, 
over and above yields and rentals and 
requires a comprehensive examination 
prior to purchase: location, nature of 
property, level of tenants (if already 
in place), securities, cost of built sqm, 
parking, tax considerations etc.

10 year Governmental bondPrice spread Income yielding real estate

Income Producing Real Estate Index – Tel Aviv CBDs

7.60

9.80
9.00

8.008.25
8.60

7.007.257.40 7.00
6.50 6.25

3.46 3.73

2.50 2.19 1.97
1.38 1.47

0.66 0.64 0.50
0.18

0.65



Corporate Address
15 Abba Hillel Street, Ramat Gan, 5252208
+972-3-7516060
office@cw-inter-israel.com
www.cw-inter-israel.com

Notwithstanding the accuracy of the information contained in this document, the information herein is not binding and may 
not be relied upon in any way as a basis for feasibility checks and/or business decisions, without obtaining specific professional 
advice and assistance. Inter Israel will in no event assume or bear any responsibility whatsoever towards any party for the 
accuracy of the information, in relation to any indirect, consequential or incidental damages, including, but not limited to, loss 
of customers and/or loss of profits, arising out of the information contained herein. It is the full and sole responsibility of any 
person who makes use of the information herein, to undertake the necessary examination of the accuracy and reliability of such.

Since its foundation in 1973, Inter Israel has been the leading firm in providing consultation services for business and 
commercial real estate in Israel. The Firm is the local executive arm of the global Company Cushman & Wakefield, one 
of the three largest and foremost- consultancy firms in the world, with over 45,000 staff in more than 70 countries.
The partnership with Cushman & Wakefield allows our clients to enjoy the benefits of an international network of 
contacts and to conduct real estate transactions under best possible conditions. With more than 45 years’ experience 
in real estate, we assist companies and businesses in finding their ideal property, investment and transaction, precisely 
matching the requirements and needs of each client – down to the smallest detail.

International Commercial and Business Real Estate

Our Services Include
  Full Consultation to companies and businesses. Our services comprise all property associated aspects (offices, 

commercial space, industrial and logistics) designated for occupancy or investment, from initial stage of analyzing 
clients’ requirements, locating most suitable property assistance throughout the transaction, up to completion.

  Investments. We fully support our clients all along the way, from characterization of the required property, 
locating suitable proposals and up to completion of the actual transaction, together with routine advice and 
recommendations for risk management, based on market conditions and trends in the business and future 
forecasts that might impact the property – all in order to maximize investment profitability.

  Investment Funds and Asset Management. Recently we have expanded the activity of our real estate investment 
groups of Israeli investors in both local and overseas properties. Inter Israel presents a different and unique 
model: a relatively low entry level of investment, without two-way guarantees and with investors having an 
influence on property management. At the same time, Inter Israel undertakes to manage the fund and to provide 
its experience in the field and no less important: the Firm’s directors themselves invest in properties purchased, 
thus ensuring identity of interests between the group’s managers and investors.

  Project Marketing and Representation of Developers and Landlords. Accompanying developers throughout 
the construction process, from site purchase, design and planning stages, through to marketing of the project 
and its occupancy. We assist from beginning to end, together with control of marketing budget, schedules, 
coordination between all parties involved, in order to make processes more efficient, to prevent complications 
and unnecessary costs for the client and to carry out marketing in best possible manner.

  Research and Market Analysis in Israel and Overseas. Conducting market surveys as well as designated 
research for developers and institutions. Market research includes comprehensive analysis of real estate 
conditions, with in-depth reference to prices in desired areas, occupancy rates, market trends and forecasts 
for future investment.

  Due Diligence and Lease Abstracts. Whether for purpose of investment or for business analysis, we 
check basis of the asset and its liabilities, in order to minimize financial uncertainty and to look for 
new ways of maximizing real estate opportunities in the market.

  Valuations. Through professional and experienced appraisors acceptable to the banks, we assess 
valuation of an asset for all purposes, together with advice on the findings.

  Project Management. Management and administration, consultancy on design, engineering 
and statutory matters – we offer a package of services in the field through our in-house team, 
together with leading experts in their particular market field.


