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For the first time in 9 years, 
Tel Aviv rents go down

Inter Israel’s investment funds 
expand their activity

The Food Halls trend that is 
gaining momentum in U.S.A.

Office Market Survey for H1 2018

Im
ag

e 
fo

r i
llu

st
ra

ti
on

 p
ur

po
se

s o
nl

y



August 20182

Magazine Inter Israel, August 2018 Issue
Editor: Orit Shacham Wallach, Public Relations & 
Marketing 
Research: Ofek Gabai, Partner, Inter Israel
Graphic Designer: Studio Orna Cohen
Infographic Map: Zeev Singer
Layout and Production: Orit Shacham 
Wallach, Public Relations & Marketing 
PR and Marketing Media: Stav Cohen
Translation: Ari Itzkowitz, Lion H.I. Consulting Ltd.
Publisher: Inter Israel Real Estate Consultants 
Inter Israel, the Israeli partner of 
Cushman & Wakefield, merged with the giant 
international real estate services firm DTZ,  
is the premier commercial real estate consultancy 
firm in Israel with expert services in consulting, 
marketing, brokerage, project management, 
capital markets and investment in income-yielding 
real estate assets locally and abroad.
Inter Israel Real Estate Consultants
15 Abba Hillel Silver, Ramat Gan 03-7516060
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.

Dear Readers, 
We are delighted to publish this 
new issue of InterNews for the 
first half of 2018.
After nine consecutive years 
of increases in office rents, for 
the first time, average rents in 
Tel Aviv’s CBD have stabilized, 
and even decreased slightly. It 
seems that the main causes for 

this trend are the stock added in the second half of 
2017, together with the supply to be added in the 
years to come.
From our research it appears that the Menahem 
Begin axisaxis wins first place with rents at ILS 112 
per sqm. It has replaced Rothschild Avenue which 
held the lead for many years (pp. 8 – 9).
Inter Israel’s investment funds have expanded their 
activities; in the first six months of the year, Inter 
Israel, together with investors, purchased two income 
producing assets, both in Israel. Simultaneously, the 
site in the Ramat Gan Diamond District complex has 
been sold (p. 10).
In many of the principal employment zones, there 
have been surprising changes: for the first time in 
three years, the Ben Gurion Airport area has seen a 
rental increase (pp. 2 – 3).
What are the latest factors taken into account in office 
design? Etaiy Kantorowicz, C.O.O. of Adgar Israel, 
which has begun marketing their “C360” building, 
together with the interior designer, Roy David, are 
broadening our horizons (p. 6).
Following the visit to Israel of Mr. Garrick Brown, 
Senior Director at Cushman & Wakefield, U.S.A.’s 
Retail Research Department, in March this year, an 
appetizing article on the trend of Food Halls (p. 7).
Monitoring the investment assessment of income 
producing real estate on (p. 11).
All that and more in the current issue of the InterNews 
magazine.
Enjoy reading,!
Yoram Blumenthal
Partner, Inter Israel
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Business Districts in Central Israel

The Ben Gurion 
Ring Starts 
Chiming 
For the first time in three years, there 
has been a rise in rents ● after a leap 
of approximately 6% in the previous 
half, there has been an additional rise 
of 7% in rents in Nes Ziona / Rehovot

In this report we have analyzed the 
supply and demand for offices in 

business areas. We have reviewed nine 
different locations in the center of 
Israel, from Netanya, in the North, to 
Nes Ziona and Rehovot in the South. 
The office rental prices checked 
included basic fit-out. As stated above, 
in the first six months of 2018, there 
were some surprising rises in rent – in 
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Nes Ziona / Rehovot – an additional 
sharp increase of around 7% in rents, 
which have risen to a level
of ILS 71 per sqm, as opposed to ILS 
67 per sqm. in the previous half.
Tamar Park and the Nes Ziona Science 
Park, the central business areas in 
Rehovot and Nes Ziona, continue to 
be the center of attraction for Hi-Tech 
companies. The proximity to leading 
research establishments, the high 
level of homogenous infrastructure in 

seen the completion of two significant 
projects: Terminal Park (Phase 2) 
owned by “Vitania” and Terminal 
Center, owned by “Ella Investment 
and Development”.

The Sharon Region
Herzliya Pituah – a slight increase 
by around 1%, from ILS 97 to ILS 98 
per sqm. 
The solid demand for offices in 
Herzliya Pituah continues to keep 

the ring around Ben Gurion Airport, 
average rents reached ILS 65 per sqm., 
the first rise in three years. In the 
Rehovot / Nes Ziona area, where in the 
previous half rents leapt by 6% there 
has now been a further increase of 7% 
with average rents reaching ILS 71 per 
sqm. Ra’anana also have seen a rise 
with rents now at ILS 71 per sqm. These 
increases it would seem have come 
about as a result of demand for quality 
offices in those particular areas. On the 
other hand, from the review’s data, it 
appears that the average rents in other 
areas (excluding Herzliya), rose only 
slightly, by 1.2% only, to around ILS 
68 per sqm., as opposed to approx. ILS 
67 per sqm. in the previous half. In the 
other areas, rents remained stable.

Analysis of business areas 
Petah Tikvah – an average decrease 
of 2.2%, from ILS 75 per sqm., to ILS 
73 per sqm.
The continued rise in rents seen in 
Petah Tikvah in the last two years, 
was a result for the most part of the 
expansion in top Hi-Tech companies 
located there, together with new 
construction. We believe that demand 
has now come to a halt, hence the 
decrease. An additional factor is 
the excess expected in the coming 
years, including the new Ofer Park 
(approx. 50,000 sqm. spread over 
four buildings), the Sasson Hogi office 
tower – Hogi One (approx. 250,000 
sqm. which are expected to be built 
by the end of 2021), the Global Towers 
project (approx. 105,000 sqm, over two 
buildings) and the Besser City project 
(approx. 180,000 sqm. spread over four 
towers).
Rosh Ha’Ayin – An average decrease 
of 5%, from ILS 50 to ILS 48 per sqm.
After eighteen months in which Rosh 
Ha’Ayin rents have been stable, the 
current half has shown a decrease. 
So, the continuing difference in rent, 
compared to neighboring business 
areas such as Kfar Saba, Petah Tikvah, 
Hod HaSharon or Yehud has become 
even more significant, growing to a 
difference of around 28%, as opposed 
to 23% in the previous period. That is 
because the area continues to stagnate 
and has no part in the fast-track 
development of office space in the 
Sharon cities.
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a relatively small area, together with 
the proximity to the railway station, 
preserve their standing as leading Hi-
Tech and business parks. Together 
with the nearby Weizman Campus, 
today these areas constitute more than 
450,000 sqm. of office space.

The Ben Gurion Ring
Or Yehuda, Yehud, Bet Dagan and 
Airport City – This half’s surprise! 
After prices stabilized during the 
previous year and a half, in the 
current period there has been an 
increase of approx. 5% in rent, which 
have reached to ILS 65 per sqm., as 
opposed to ILS 62 per sqm. in the 
previous half.
After a number of years in which 
the area was dormant, without any 
significant construction, we are 
beginning to see growing interest, 
particularly of head offices and 
financial organizations, as the area 
is economically attractive and 
boasts convenient transportation. 
Furthermore, Or Yehuda has recently 

rents high in comparison to the rest of 
the cities in the Sharon in particular 
and to business areas in general. We 
estimate that the relative stability in 
rents is a result of the relatively low 
turnover and this will change when 
new buildings in the region, currently 
under construction, will be completed.
Netanya – Stable at ILS 57 per sqm.
Kfar Saba – Stable at ILS 66 per sqm.
After construction of new offices in the 
Kfar Saba Hi-Tech area was frozen for 
a number of years, during the current 
period construction has begun on 
Oshira’s O-Tech project, which will 
comprise approx. 50,000 sqm. in three 
buildings. The first building, with about 
20,000 sqm. is due to be completed in 
June 2019.
Ra’anana – after 2017 when rents 
in the City were stable, at ILS 67 per 
sqm., in the current period they have 
risen by 7%, more than at any time 
in the last thirty months, with prices 
reaching a level of ILS 71 per sqm.
Hod HaSharon – Stable rents at a 
level of ILS 65 per sqm.

Office Market Review; Business Districts in Central Israel - H1 2018
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WeTUBE;
You have reached your Destination

Location is one of the most important 
considerations when selecting an office. When a 
central location comes together with maximum 
access of transportation and attractive 
conditions, you have a winning formula.

An entirely new office complex has recently 
been granted a construction permit and will 
become one of the most significant commercial 
centers in the center of Israel, combining offices 
alongside innovative and creative food halls, 
brings a new user experience just like we see in 
London, Paris and New York. Project weTUBE 
earned its name because it is a tube that 
connects an unparalleled transportation hub 
in the center of Israel, with a media, business, 
commerce and entertainment center planned 
for the project, through a main, unparalleled 
pedestrian avenue.

weTUBE is situated in a particularly strategic 
location, the focal point of a variety of central 
traffic arteries (Axis 20, Axis 431, Israel 
Railways, the light railway station and other 
means of transportation); it is the entrance to 
Western Rishon LeZion. The compound will 
include a splendid, eight-story building, with 
a total of around 30,000 sqm. for commerce 
and business, and it allows tenants greatest 
possible flexibility with large, spacious floors 
each of 3,700 sqm. Right next to the project, a 
90,000 sqm. green park is planned. This will 
complete the project’s environment, as well as 
an open, panoramic vista of the developing City, 
stretching to the ocean line. As we have already 
said, location is of the utmost importance. In an 
analysis of business areas, we witness a demand 
for quality office space, against restricted supply 
and nevertheless, as we can see on the map, 
prices are still far more attractive than Tel Aviv’s 
CBD. Now, you too are invited to take your 
place in the WeTube complex and to connect 
to the heartbeat of the commercial world of 
the Dan region.

Cushman & Wakefield | Inter Israel are 
Project’s exclusive marketing agency
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Office Rental Review
in Main Cities

Haifa and the North
In Yoqne’am and Caesarea rents 
increase dramatically by about 9% 
and 3% respectively

In this review, we have checked three locations 
in the Northern region with a significant 

concentration of office buildings,– Haifa, Yoqne’am 
and Caesarea. Here also, rents checked were for 
office space including standard fit-out. In a review 
of the entire area of the North, we have seen an 
increase of 4% in average rents.

Matam Hi-Tech Park, to the South West of the 
City, considered to be Israel’s largest hi-tech park, 
constitutes today the majority of premium office 
space in Haifa and is home to international hi-tech 
corporations. After more than three years in which 

Matam was the area with the 
highest rents of the three focal 
points checked in the Haifa 
region, in the first half of 2018 
it appears that the adjoining 
park, the Life Sciences Park 
owned by the Haifa Economic 
Corporation, has now taken 
its place, with an average of 

around ILS 75 per sqm. In addition to Park Matam 
and the Life Sciences Park, other Haifa area Class 
A offices checked in this review, include those of 
Melisron at Sha’arei HaCarmel.

The second focal point checked in this review is 
the Yoqne’am hi-tech park, constitutes the main 
suburban office area. After stabilization in the 
previous half, our research department found an 
increase of about 9% in the current period, when 
rents leapt to around ILS 62 per sqm., in comparison 
to ILS 57 per sqm. This is the largest increase in the 
region in recent years and we imagine it has come 
about as a result of high demand for quality offices, 
against a lack of available space with no immediate 
plans for the future.

The industry and business park in Caesarea is the 
third and last focal point that we checked. There 
we saw an increase of about 3%, as rents reached 
a level of around ILS 60 per sqm., in comparison to 
ILS 58 per sqm. in the previous half. We expect that 
this increase came about as a result of the complete 
occupancy of two out of the three buildings in the 
new section of the hi-tech industrial park by the 
Caesarea Development Corporation. The entire 
area is around 40,000 sqm., and is attractive to 
staff and clients, thanks to its strategic location, 
its proximity to main transportation axiss and the 
railway station, allowing for good accessibility to 
Israel’s large cities, such as Haifa and Tel Aviv.

Caesarea 
Industry 
and 
Business 
Park

Office Market Review - H1 2018
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Office Rental Review in Main Cities

Beersheba Jerusalem
– Malha

Jerusalem
- Har Hotzvim

Caesarea Yokne’am Haifa
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S

H2 2017 H1 2018
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Beersheba Jerusalem 
Slight decrease (2%) in rents on 
Har Hotzvim ● Continued stability 
at Malha Park and high occupancy

Jerusalem continues to be a center of advanced 
and developing technology, partly because of its 

status as a national priority region for economic 
development. Now maybe the City will be 
influenced even more by the transfer of the U.S. and 
certain other embassies, which could also attract 
business. After an increase of around 5% in rents 
on Har Hotzvim in the second half of last year, in 
the first six months of 2018 there was actually a 
decrease from ILS 74 per sqm. to ILS 72 sqm (a 
decrease of 2%). Despite this, the Har Hotzvim 
Hi-Tech Park is today the largest technological 
sub-market in Jerusalem, with dominant, global 
lessees and still maintaining its attraction with 
a high level of demand. Whilst in recent years no 
significant construction was begun in the region, 
Mobileye, following its purchase by Intel, plans 
to construct an office campus on Har HaHotzvim 
which will further reinforce the Park as an area for 
technology and advanced Hi-Tech. The campus 
will comprise a high-rise block with thirty stories 
and will cover 50,000 sqm. The Malha region also 
includes a Hi-Tech Park housing a number of 
global corporations; prices there remained stable, 
at ILS 80 per sqm. Furthermore, occupancy rates 
remained high in both areas.

A 5% rise thanks to high occupancy 
rates and a shortage of premium 
space

In the current review, we checked five Class A office 
blocks in Be’er Sheva (excluding the Government 

Complex). It appears that the continuation of 
demand for offices in the City continues, as a result 
of its becoming a developing Hi-Tech center. After 
many years with no new construction of premium 
office space, in the last thirty months three new 
buildings have been completed in the Gav Yam 
(Negev) Technological Park (Cyber Park). 

 In the near future construction will begin on a 
fourth building comprising a further 15,000 sqm. 
of above ground office space. The current three 
buildings, with a total of 45,000 sqm. are almost 
100% occupied. In addition, construction will 
also shortly begin on the new Oshira office Tower, 
adjacent to the City’s Government Complex. 
This high-rise will comprise 16,000 sqm. with 
a commercial floor, four underground parking 
floors, offices and a one hundred room hotel. 

The high occupancy rates and shortage of 
premium office space in the City have contributed 
to a further increase in rents in Gav Yam Park, of 
around 5% from about ILS 72 per sqm. (standard 
fit-out) in the second half of 2017 to about ILS 76 
per sqm. in current review.

Rental prices (sqm./month) at standard fit-out level
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Adgar Investments and Development 
Ltd., owners of the Adgar complex 

in Tel Aviv, has started to market the 
360 C Building, the continuation of 
360 A, in a complex commanding 
the whole of HaShlosha Street. The 
complex offers an advanced office 
environment, combining state of the 
art technology, green architecture, 
attractive design and uncompromising 
quality in everything connected to 
the management of the buildings and 
the service provided for tenants, such 
as a gym, bicycle parking, data center 
and more. The 360 C Building now 
at an advanced stage of construction, 
will comprise seventeen floors with 
about 17,000 sqm. of offices and a four-
storey underground parking lot, which 
serves the entire complex. Occupancy 
is scheduled for mid 2019. Excluding 
land and finance costs, 360 C Tower is 
expected to cost some ILS 150 million .

“We look at a building as a holistic 
place”, explains Etaiy Kantorowicz, 
C.O.O. of Adgar Israel.” People 
spend most of their day in the office 
and we need to provide them with 
all the services under one roof, in 
order to create for them a pleasant 
and effective environment. Starting 
with technological infrastructure 
at the highest level, for example 
powerful generators which permit the 
continuation of normal work even during 
an electricity outage with UPS systems 
on every floor, up to the shuttles to the 
railway station morning and evening, a 
gym inside the building up to a special 
room for electric bicycles with battery 
charging facilities”, he points out. The 
new building is equipped with advanced 
including includes a complete back–up 
of the electricity supply by generators, 
double communications infrastructure, 
also a data center (floor -1) for use by 
tenants! In addition, Adgar 360 C has 
ample parking for ultimate convenience 

The concept selected is the “Theater of 
Dreams”. Every company re-locating 
to the building began with some sort 
of a dream, a tiny idea, developing into 
something, with which it will occupy 
Adgar 360 C. So, the design was born to 
try to simulate an area that expresses 
the inspiration required to create the 
next idea. It is express in more than one 
hundred lighting elements that we have 
designed for the Building’s main lobby. 
Each lighting element is a representative, 
a symbol, of that same dream of each 
of the tenants in the building. The 
substance of the concept “Dream” has 
been abstracted into a geometric body, 
which is designed through more organic 
shapes, which is, in fact, the organization 
of all those dreams into one, fluent being. 
Additional “design challenge” was one 
of the project’s principle tenants, the 
German Embassy. In mid 2017 a rental 
contract was signed with the Embassy of 
the Federal Republic of Germany for the 
rental of 5,300 sqm. of offices. It was very 
challenging to pinpoint on the one hand 
the conservative taste of the Germans 
who come to the Embassy, with that 
taste of the Israeli public always looking 
for the latest novelty. Kantorowicz sums 
up: “The thinking that led us throughout 
the Company’s projects and led us in this 
project also, is not only profitability, but 
also design and concern for our tenants, 
through real thinking about their needs 
and those of their employees, in order to 
create the best possible work experience 
under one roof”.

The project is being marketed by 
Inter Israel Cushman & Wakefield, 
Real Estate Consultants.

How to create a tenant-oriented office 
building?

How was Adgar 360 C Building designed and will the 
tenants be able to relax in the event of an electricity outage?

of tenants. The building will comprise 
a particularly advanced gym with 
speciality restaurant and cafe, supplying 
quality food at reasonable prices. “One 
of the outstanding advantages in the 
entire complex and in particular in 360 
C, is the smart, effective design, affording 
excellent gross – net ratios and providing 
tenants maximum flexibility in design” 
continues Kantorowicz.

Adgar Investments and Development 
Ltd., a public company traded on the 
Tel Aviv Stock Exchange operates 
as the Real-Estate arm of the Tzur 
Shamir Group. The Company, directly 
and through its subsidiaries, invests 
in income producing assets, mainly in 
the office sector, in Israel and abroad. 
Company is active in Israel, Canada, 
Poland and Belgium and owns thirty 
income producing assets, let to some 450 
tenants, with a combined area of 360,000 
sqm. Furthermore, the Company 
also acts as adeveloper of income 
producing Real-Estate. The Company is 
characterized by its economic stability, 
strong growth and its professional, 
dedicated staff. 

“The brief that we received from Adgar 
was to design effective office space, to 
maximize the gross – net ratio and create 
areas for supplementary services -  a 
type of thinking not usually seen today”, 
explains the architect Roy David, who is 
responsible for the interior design of 360 
C. “The challenge was to create public 
areas that emphasize the content and 
not the appearance, to design public 
spaces that suit the company’s end user, 
looking for elegant and relevant design. 
One of the first and most important 
things that you notice when you enter 
an office building in the morning, is the 
atmosphere you absorb. From here, a 
design language was developed based on 
mineral raw materials, that are the real 
thing and not artificial material, to create 
an authentic experience and feeling. 
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The world of restaurants was always 
susceptible to trends. One of the 

hottest moves in the restaurant market 
and in the retail world in general, is 
the food halls trend. Since Cushman 
& Wakefield reported this for the first 
time in November 2016, the popularity 
of food halls has grown and we see 
food halls popping up increasingly in 
the U.S. with an expected three-fold 
growth by 2020. The popularity of food 
halls among retailers and real estate 
developers is understandable, as they 
are outstandingly popular, drive “food 
traffic” and are ideal for commercial 
centers. There are three ways to tempt 
consumers to a shopping center: 
convenience, value and costumer 
experience. While it is difficult to 
compete with the convenience of on-line 
consumerism, food halls offer a unique 
retail experience, immune to on-line 
commerce. Furthermore, food halls 
are not only a retail trend, but provide 
convenience of a different kind than 
that offered by on-line consumerism by 
combining offices with entertainment 
for the whole family (see ”Traditional VS 
Online Commerce” box).

Two years ago food halls had already 
began to play a role in office projects 
combined with entertainment centers. 
In 2016 food halls frequently with 
areas of around 900 sqm., began to 

All together and each to his own
of the first elements of the project to 
be constructed. The reason is that the 
popularity of food halls allows rental 
and sales’ prices to be increased for the 
rest of the project.

Today, in New York alone there are 
over 25 permanent, active food halls 
and a further ten in various stages of 
construction. Whilst there is a danger of 
flooding the market, so far not a single 
food hall in New York has closed down! 
In a check carried out by Cushman & 
Wakefield throughout the entire U.S. 
only four food halls had closed down, 
one of which was a temporary project 
whilst the other three had closed 
because of poor financing. Moreover, 
food halls that succeed influence the 
bottom line. So for example in March 
2018, Google purchased an office 
building in New York, on 9th Avenue 
and 75th, comprising 110,000 sqm., 
principally because on the ground floor 
was one of the largest (approximately 
15,300 sqm.) and most successful food 
halls in the whole of the U.S. There is 
no need to mention that Google could 
purchase whichever building it liked 
in Manhattan, but they chose that 
particular building, because of the 
convenience of the food hall on the 
ground floor. This acquisition, at $2.4 
billion, is the second largest purchase 
in the history of Manhattan. Food halls 
are not simple real estate -  they are 
also cheaper to operate and require less 
initial capital. It is a new operational 
model, which reduces costs (if done 
properly) and increases client traffic. 
To real estate developers, food halls 
mean strengthening value of the project 
by increasing traffic in the building 
and increasing its popularity; for the 
operator a food hall means unlimited 
possibilities and for the consumer it 
provides a cheap and varied alternative 
to a standard restaurant.

How does it work?
Food halls are built on the ancient 

model of a community center and create 
a meeting point, social activities, cultural 
events, cooking lessons, farmers’ markets 
etc. Whilst there is not yet any formal 
definition of what constitutes a food 
hall, Cushman & Wakefield define it as 
a permanent market building offering 
shared catering and cooking services by 
different operators and a variety of stands 
and restaurants serving authentic, varied 
food with the emphasis on “From the 
grower to the plate”.

 Traditional VS Online Commecre
In March, Inter Israel, together with the firm of accountants and 

consultants EY, organized a seminar that dealt with the question 
“Where are we going with investment in the retail world, and how are 

we going to cope with the threat of on-line commerce. The no. 1 expert 
in the field, Mr. Garrick Brown, Senior Director in the Retail Research 

Department of Cushman & Wakefield, U.S.A. attended the seminar, 
where he presented to the participants the opportunities that exist today 

in the age of on-line commerce, together with the restrictions of that field.
The findings of the seminar pointed that today there are still more 

stores opening than closing and that the threat of on-line commerce has 
limitations such as the cost of delivery and storage. Furthermore, the 

formula for winning the battle for the hearts of the buyers is buried in 
experience and atmosphere, two things in which owners of stores and malls 

will have to invest, in order to bring in the customers. Something else that 
he raised in his fascinating lecture was the idea of food halls as a solution for 
empty commercial spaces. 

Some numbers to illustrate 
the trend:

40%  of consumers choose to 
order something different 
every time they visit the 
same restaurant.

55%  of consumers prefer joint 
tables when they eat out.

44%  of consumer spending on 
food is spent on eating out.

52%  of adults arelooking to 
expand their experience of 
the ethnic kitchen.

61%  of adults say they would 
prefer to spend money on 
experiences, including eating 
at restaurants, rather than 
buying something in a store.

66%  of American consumers say 
they would prefer to eat at a 
restaurant that offers local 
food.

appear in Manhattan, Chicago and 
San Francisco. Today, you can find 
food halls in the suburbs, in projects 
constructed for combined use (offices 
adjoining domestic homes and family 
entertainment) where the food hall is 
not only the center of activity but one 

 The Economics of Restaurant Partnerships
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After the surprise in occupancy rates 
and the high level of rents in Tel 

Aviv CBD seen in the previous half, in 
the first half of 2018 occupancy figures 
have “returned to normal” as well as 
rents have gone down for the first time 
in 9 years! In the current half, we have 
seen completion of occupancy of the 
new projects that have come onto the 
market, whereas the take-up of Class A 
offices in Tel Aviv CBD stands at around 
83,000 sqm. for the six months’ period, 
in comparison with 230,000 sqm. in the 
previous six months and approximately 
90,000 sqm. in the parallel six months 

last year. That is still a significantly 
higher figure than the average 
occupancy rate in recent years, which 
stands at 110,000 sqm. per annum. We 
must be point out that recently the 
office rental market has slowed down. 

As stated, most of the take-up 
recorded in the current six months is 
in addition to completion of occupancy 
of new projects that came onto market, 
such as Alon Towers and Ha’Arbaa 
Towers. This illustrates the continued 
demand for office space partly taken, 
that started with the completion of the 
construction of new exclusive tower 

blocks in Tel Aviv. The forecast for 
entry onto market of approx. 170,000 
sqm. of new office space by the end of 
2018 has been slightly delayed. Out of 
the total number of projects due to have 
been completed by the end of the year, 
it seems that in addition to Midtown 
completed in the first half of 2018, only 
20,000 sqm. in Ramat HaHayal will 
be added by the end of 2018, with the 
completion of the rest of the projects 
postponed to the first half of 2019. 
Occupancy rates (including Bnei Brak 
and Ramat HaHayal) increased from 
approximately 92% in the previous 
half, to around 94% in the current half.

In addition to being in first place 
for rent levels, another interesting 
fact about the Menahem Begin axis is 
its status as having the highest office 
supply in Tel Aviv’s CBD – this period 
and up to 2021. Out of the total supply, 
Menachem Begin axis currently takes 
up about 29% with 870,000 sqm. When 
one takes into account the supply for 
statistical analysis (Class A offices only) 
the figure stands at approximately 
38%. In 2019, a further 71,000 sqm. are 
expected to be added to the Menahem 
Begin axis; in 2020 a further 156,000 
sqm. and another 150,000 sqm. in 2021. 
The approximate total of the expected 
addition is 330,000 sqm. over the next 
three years, bringing the Menahem 
Begin Axis to around 1,200,000 sqm. 
This is approximately half of the total 
office space for the whole of Tel Aviv, 
Bnei Brak and Ramat haHayal’s CBD’s!

For the first time in 9 years – 
rents go down!

In comparison with the previous half 
where we saw a rise of 4.4% in rents in 
Tel Aviv CBD, which reached ILS 104.4 
per sqm. (not including Bnei Brak and 
Ramat HaHayal), in the current six 
month period, rents went down by 
1.4%, as the average rent for standard 
fit-out offices reached ILS 103 per sqm. 
When we include Bnei Brak and Ramat 
HaHayal, the change is slight – rents 
stand at an average of ILS 97 per sqm., 

Rental prices (sqm./month) at standard fit-out level
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The decrease however is only 1.4% and it is difficult to assess whether this 
is the start of a trend ● Menahem Begin Axis has overtaken Rothschild 
Boulevard in first place with rents at ILS 112 per sqm.

For the first time in 9 years: 
A decrease in average rents in Tel Aviv’s 
Central Business District
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rent, from a level of approx. ILS 117 per 
sqm. in the previous half, to approx. 
ILS 110 per sqm. in the current period. 
In this way, Rothschild Blvd., which 
maintained its elevated and coveted 
place through hi-tech companies, has 
dropped into the second place in terms 
of rents, behind the Menahem Begin 
axis. The rate of available space along 
the Rothschild axis leapt in the current 
half from 1.4% to 4.6%, which might 
explain the decrease in rent.
Shaul Hamelech Blvd.– in contrast to 
the previous half in which there was an 
increase, in the current period, average 
rents were stable and remained at 
around ILS 108 per sqm.
Menahem Begin – after an increase 
of approx. 8% in the previous period, 
in which the average rents reached ILS 
115 per sqm., in the current period a 
decrease of 3% was seen with average 
rents of approx. ILS 112 per sqm. For 
the first time despite this decrease, the 
Menahem Begin axis, moved up into 
first place for the level of rents. There 

as opposed to ILS 97.80 in the previous 
half, a decrease of -1%.

The office market survey conducted 
by Inter Israel Real Estate Consultants, 
for the first half of 2018, is based on 3 
million sqm. of office space in more 
than 150 exclusive high-rise blocks 
in the Dan region. For the purposes 
of statistical analysis, we relied on a 
sample of 88 high-rise blocks with a 
total area of 2.3 million sqm. We did not 
include high-rise blocks that served a 
single tenant or a small number, without 
any turnover. In Tel Aviv, we reviewed 
six central axis of the commercial heart 
of the city – Rothschild, King Saul, the 
Coast, Menahem Begin, Yigal Alon 
and Ramat HaHayal. In addition, we 
reviewed the Ramat Gan Diamond 
Exchange Complex and the BBC – Bnei 
Brak Business Center.
Rothschild – after maintaining high 
occupancy and a continuous rise in 
high rents for more than three years, in 
the first six month period of 2018, we 
see a decrease of approx. 6% in average 

was also a decrease of about 25% in 
space available.
Yigal Alon – an increase of about 1% 
in average rents which reached ILS 98 
per sqm. as opposed to ILS 97 per sqm. 
in the previous half. After the rate of 
available space leapt to a level of 16.5% 
in the previous period, in the current 
half the rate reached 9.7% as a result 
of the continued occupancy of Alon 
Towers.
The Ramat Gan Diamond Exchange 
Complex – continues to maintain 
stability with average rents of ILS 91 
per sqm.
The coastline – rents were stable, at 
about ILS 78 per sqm.
Bnei Brak – rents were stable, about 
ILS 78 per sqm.
Ramat HaHayal complex – an 
increase of 1% in the average rent, which 
reached ILS 79 per sqm. compared to 
ILS 78 per sqm. in the previous half; a 
slight increase in the volume of space 
available, which reached approx. 7% as 
opposed to 6.5%.

Average rents in Tel Aviv’s CBD compared with Herzliya
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Forecast for the office market 2018 – 2021
As we forecast, 2017 was a bumper year for new office space, with a total of 433,000 sqm., of which, approx. 200,000 sqm. 
are in multi-owned buildings and approx. 230,000 sqm. in single owned buildings. While the forecast for additional office space 
into the market in the whole of 2018 is about 170,000 sqm., the amount added in the current six month period was only around 
80,000 sqm., and we expect that by the end of the year total will be 103,000 sqm.; this figure represents the Dvorah HaNeviah 
project in Ramat HaHayal and the Midtown project on the Meneham Begin Axis (Northern CBD), an axis which seems as it will 
continue to be developed at least until the end of 2021. The other projects, which were thought would be added in 2018, have 
been postponed until 2019.
In 2019 approximately 300,000 sqm. will be added, in 2020 340,000 sqm and in 2021 around 105,000 sqm. In total, a further 
805,000 sqm. in four years.
As the take-up in 2017 reached a record of approx. 320,000 sqm., as compared to 110,000 sqm. per annum in macro average 
terms, there was a question point against the forecast for excess office space, and consequently a decrease in prices. After the 
return to normal conditions in the current half, with a take-up of around 83,000 sqm., together with the forecast for 2021, we 
expect a smaller increase in rents, on account of the widespread supply of office space with which the developers will have to 
deal creatively, when competing for the hearts of the tenants.

Office Market Review; Tel Aviv CBD - H1 2018August 20189
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Inter Israel expands its Real Estate 
Investment Funds Activities

About Inter Israel’s Investment 
Funds
In recent years, the market has been 
flooded with various investment 
proposals in different real estate 
channels. Some demand mutual 
guarantees from the investors, others 
require an extremely high, financial 
entry level and in many instances, they 
are enterprises for the construction of 
long-term projects, with major, hidden 
risk factors. Inter Israel presents a 
model which is different and special: the 
investment entry level is relatively low, 
there is no mutual guarantee and the 
investors have the ability to influence 
the management of the asset. At the 
same time, Inter Israel manages and 
contributes its experience in the field 
and no less important: Inter Israel itself 
invests in the assets being purchased and 
so promises that the group’s managers 
have the same interests as the investors.

Many investors have come to 
understand that the investment in 
commercial real estate ( offices, retail 
or logistics) is an investment that 

produces an ongoing return, higher 
than for residential real estate, but 
that the entry level in this sector is 
significantly higher, which leaves the 
sector exclusively in the hands of large 
organizations or individuals with vast 
financial resources. We identified the 
need and the barriers to entry and 
today Inter Israel offers different 
channels for investment in commercial 
real estate, without heavy investment 
relatively speaking. “It is important to 
emphasize” adds Gabai, “that there 
is a level of risk in every investment. 
The manager of an investment group 
that does not specify the risks to the 
other investors is failing in his duty. At 
Inter Israel, we are well aware of the 
various risks, but are convinced that 
the accumulated experience we have 
will allow us to manage those risks 
intelligently. Furthermore, we believe 
that in the examination of return 
against risk, investment in commercial 
assets is an excellent alternative at 
current time.”
For more information, 03 – 751 6060

Entrainment and recreation 
center, Yehud Moneson. 

Image for illustration 
purposes only

In the first half of 2018, Inter Israel, together with investors, purchased two 
income producing assets in Israel ● At the same time, Inter Israel realized 
the sale of a site in the Ramat Gan Diamond Exchange Complex

As the reader will recall, in the second 
half of 2016, Inter Israel, together 

with other investors, purchased two 
residential buildings in Berlin. At the 
same time, it purchased a site for the 
construction of an office building in 
the Ramat Gan Diamond Exchange 
Complex. During the first six months 
of this year, the joint fund of Inter 
Israel Real Estate Consultants and the 
Profound Group purchased, for ILS 
8,000,000, land in Yehud designated 
for the construction of a supermarket. 
Construction has commenced on a 
4,000 sqm. building which will be let on 
completion to a national supermarket 
chain, with a rental contract for ten 
years. According to assessments, the 
cost of constructing the supermarket 
will amount to an additional ILS 
10,000,000. The fund’s managers 
estimate that the return on the 
transaction will be approx. 8.5%.

Simultaneously, the fund purchased 
half of a 2,000 sqm. building in the 
center of the City of Herzliya, let for a 
period of twelve years to the “Space” 
chain of gyms. The fund’s managers 
estimate the return from this 
transaction to be above 8%.

In April this year, Inter Israel’s 
investment fund sold for ILS 
31,000,000, the site in the Ramat Gan 
Diamond Exchange Complex, it had 
purchased eighteen months ago, for 
ILS 17,000,000 (before purchasing 
expenses). “The fund achieved a 
major profit for its investors”, explains 
Ofek Gabai, Partner and Manager 
of the Capital Markets Group at 
Inter Israel. “It is not magic, or a 
coincidence, but an organized and 
consistent development process, 
included solution of long-term legal 
disputes that prevailed at the time 
of the purchase, together with the 
advancement of planning processes to 
increase construction rights”.
Inter Israel’s Investment Fund 
is currently examining further 
investments in Israel and abroad, for 
new and established investors.
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Declining spread on investment due to the 
continued diversion to income producing real estate

In parallel, the Treasury updated 
upwards the growth rate expected in 
2018, from 3.2% to 3.5%. In view of 
the positive updates in the fields of 
investment, private consumerism and 
export”. The Bank of Israel left the 
interest rate for the month of July at 
0.1% (the level maintained since March 
2015). The Bank’s statement again 
stated that it is the intention of the 
Monetary Committee to continue with 
the expansionist policy as long as is 
necessary to establish the inflationary 
environment within the target range. 
Moreover, according to the forecast of 
the Bank’s Research Department, the 
interest rate at the end of 2018 will be 
0.25%, that is it seems one increase to 
occur in the last quarter.

At the end of 2019, according to the 
same forecast, the interest rate will be 
0.5%; again, a single increase and again 
the expectation is that the increase will 
happen in the last quarter. In the U.S 
on the other hand, the Fed’s mid-June 
announcement this year was perceived 
by analysts as having a relatively 
aggressive tone and policy makers 
forecast four interest rises in the year, 
instead of three until now. Ofek Gabai, 
Partner and Manager of Capital 
Markets Group at Inter Israel: “We 
estimate that during the second half 
of 2018, interest in Israel will remain 

Inter Israel’s Research Department continues to monitor: the negligible 
interest and realizations by investors in residential real estate are producing 
decreased returns in income producing real estate

Inter Israel’s Research Department 
continues to monitor investment 

profitability in income producing 
real estate (Class A offices in the Tel 
Aviv CBD) as opposed to the return 
from government bonds, index linked 
with fixed interest for ten years 
(“government”).

The findings of the test have shown 
that throughout the period under 
examination (starting from 2003), 
the average profit on investment was 
5.9%. As of June 2018, profit was 6.1% 
as compared with 6.3% in December 
2017. The decrease in investment profit 
is a result of the continuing decline in 
returns at which real estate investors 
are prepared to purchase income 
producing assets in high-demand areas. 
Institutional real estate investors are 
today prepared to purchase at a return 
of 6.0% - 6.5%. At the same time, we 
see that non-institutional investors 
are willing to purchase at even lower 
returns (5.5% - 6.0%), through a lack of 
investment options and the assessment 
that the low interest environment will 
remain with us for a long time to come. 
Are they wrong?

The Treasury’s macroeconomic 
forecast published recently anticipates 
the rate of inflation in Israel to remain 
below 2% until 2022. They write: “The 
rate of inflation will enter the center 
of the target range (the target set by 
law ranges from 1% to 3%) towards the 
end of the three-year period (2022)”. 

10 year Governmental bondPrice spread Income yielding real estate
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Ofek Gabai, Partner and 
Head of Capital Markets 
at Inter Israel 

at its present level or at most will 
reach a level of 0.25%, unless inflation 
forecasts strengthen at the same time 
as a significant process to weaken the 
Shekel or there is a wave of local price 
increases”.

In conclusion: with negligible 
interest rates until the end of 2018 (at 
the very least) and a gradual, moderate 
rise (if at all) during 2019, we consider 
it worthwhile to continue investing in 
income producing assets”.

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

 in
 %

Return on investment in income producing real estate in Tel Aviv CBD (%)



Since its founding in 1973, Inter Israel has been the premier Israeli commercial real estate 
consultancy. Inter Israel is the Israeli affiliate of Cushman & Wakefield, one of the three 
largest global real estate consultancy firms. In 2017 Cushman & Wakefield has merged with 
the real estate services giant DTZ and today has over 45,000 employees in 70 countries.

Our alliance with Cushman & Wakefield enables our clients to benefit from a global network 
with the professionalism to carry out the most beneficial transactions worldwide. With 45 
years of experience and expert teams covering the entire spectrum of commercial real estate 
services in Israel and abroad, we assist corporates, institutions, businesses and individuals in 
matching their requirements and needs - to the last detail.

Our Services Include

  Consulting. Our services cover all aspects of a property transaction (offices, commercial 
space, industrial or logistics), whether as an investment or for occupancy by client. We 
provide a full range of consulting services, starting with mapping out client needs to 
identification of the most suitable property, assisting in closing the transaction right up to 
its occupancy. 

  Capital Markets Group. We support our clients throughout the investment process, 
from identifying the desired property to completing the transaction, mediating market-
based risk management, sectorial trends and forecasts that may affect the asset – in short, 
everything necessary to maximize yield on investment.

  Investment Funds and Asset Management. We have recently expanded the 
activities of our investment division for Israeli investors in local and foreign assets, offering 
a unique model with a relatively low entry barrier to the investment and no mutual 
guarantees. Inter Israel provides management and contribution of its experience and its 
partners frequently themselves invest in the acquired asset.

  Project Marketing. We assist developers and property owners with consultancy 
services for commercial centers and office projects throughout Israel during the process of 
development and construction, from planning stages and purchase, through to marketing 
of the project and occupancy. We accompany each project from start to completion.

  Market Research. Carrying out local and global market reviews as well as 
proprietary analysis for developers and public organizations. Our market research 
includes comprehensive analysis of the real estate sector and provides clear and 
geographically relevant information on prices, occupancy rates, local trends and 
future expectations. 

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

International Business and Commercial Real Estate Consultancy


