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OFFICE GREEN PREMIUM REVIEW 
 

DNA, driver and outlook of labelled properties 
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 _ A broad academic literature can be found on green premiums across major office markets. Of the studies 

analysed, the median rental, price, and occupancy premiums amounts to 5%, 13% and 6% respectively. 

_ Regulation, financial benefits and company brand impact are identified as key demand drivers for green 

choices. Construction costs are expected to remain below the green premium, supporting the case for the 

refurbishment of older stock into Next Generation Offices. 

_ Outlook: We expect demand for sustainable properties to increase substantially, resulting in higher rent 

growth of green-labelled buildings. However, “Green premiums” are likely to erode as the new standards 

become more widespread, gradually turning into a “brown discount” for old stock. 

Over the last decade, concerns about climate change and the global awareness of the need to decrease CO2 has led to 

increasing regulation efforts across global institutions and governments. Real estate plays a crucial role in the 

decarbonization process, being one of the largest energy-consuming sectors worldwide. Buildings are responsible for 40% 

of energy consumption and 36% of carbon emission in the EU, while roughly 75% of the EU’s building stock is considered 

energy inefficient.1 With cities and built environments accounting for approximately 75% of total energy use, a number set 

to continue to grow on the back of sustained urbanisation, the topic of sustainable buildings will become increasingly 

important.  

Commitments to Net-Zero or even Net-Negative have led to a growing focus on ESG, supporting the rise of global rating 

systems such as BREEAM, LEED or DGNB in recent years. Green rating certifications and Energy Performance 

Certifications (EPCs) provide a good way to measure the performance of sustainable buildings compared to conventional 

stock. A large number of empirical studies have been published since 2010, with the clear majority showing positive 

relationships between certified buildings and related cash flows or market values. We anticipate the importance of 

sustainability as a driver of office values should only continue to increase. 

 

 

 
1 European Commission (2020) 
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Economic Benefits, Regulation & CSR as Key Driver and Value Creator 

Financial benefits, increasing regulation and external pressure, alongside structural changes in Corporate Social 

Responsibility (CSR) in favour of a more sustainable company culture have been key demand drivers of sustainable 

buildings. Certified buildings can lead to many different economic, social, and environmental benefits from tenant well-being 

to improved resource consumption and increased marketability of the assets.2 

This report will focus on the economic benefits of labelled properties, including higher occupancy rates, additional rental 

growth, lower interest loans and savings in operating expenses - of which reduced energy costs account for around half 

of the total green premium.3  

FIG. 1: ECONOMIC BENEFITS OF SUSTAINABLE BUILDINGS  

 

 
Source: Lorenz et al. (2007), Oyedokun (2017), DWS 2022 

Demand for sustainable office stock is expected to continue to increase in the medium to long-term, both from an investment 

and occupier perspective. Key growth drivers can be summarised in three main pillars: external drivers such as regulatory 

pressure and client requirements. Property-level drivers and their associated financial benefits, and corporate-level drivers 

which describe the user-perspective of green buildings, including CSR, culture, and image/brand effects.  

 

 

 

 
2 Addae-Dapaah & Chieh (2011), Devine & Kok (2015), Eichholtz et al. (2013), Lützkendorf & Lorenz (2011), Reichardt et al. (2012) 
3 Darko et al. (2017), Falkenbach et al. (2010), Reichardt (2014) 
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TAB. 1: OVERVIEW OF KEY DEMAND DRIVER  

 External Drivers  Property-level Drivers  Corporate-level Drivers  

Key driver Regulation, standards and 
measures by governments and 
institutions 

Financial Benefits Reputation, image brand 
effects 

Examples • Emission Trading system: carbon 

price expected to rise between 

US$100 and US$1,000/ton by 2050 

• Minimum standards (EPC s) 

• Sustainable construction metrics 

• Demand and pressure from clients 

• Reduced resource consumption 

(energy, material, waste, water) 

• Lower risks (marketability, 

obsolescence) 

• Higher occupancy, rental & 

sales premium 

• Climate change goals 

• CSR 

• Net-zero & net-negative 

strategies 

• Responsible Property Investment 

programme 

• Employee well-being 

Outlook Regulation is expected to tighten due to 
social and political pressure 

Energy price inflation could 
increase tenants cost sensitivity 

Corporates tend to become more 
innovative & sustainable (change of 
culture) 

 
Source: Darko et al. (2017), Leskinen et al. (2020), DWS 2022 

Energy Performance Certificates as New Standard Across Europe?  

EU decarbonisation targets aim to reduce net greenhouse gas emissions by at least 55% by 2030 and achieve a 

decarbonised building stock by 2050. The frameworks in place to meet these targets include the 2018 EU Action Plan with 

the Sustainable Finance Disclosure Regulation (SFDR) alongside the 2019 EU Green Deal. ESG regulations affecting real 

estate investors are expected to tighten further while the Emission Trading System (ETS) should be expanded to real estate. 

Minimum standards of Energy Performance Certificates (EPCs) are likely to have a strong impact on the real estate market 

over the longer-term. The most stringent regulations are currently in place in the Netherlands and the United Kingdom. 

_ Minimum Standards in the UK are expected to make buildings with an EPC of F and G unlettable from 2023 onwards. 

This should hold for all buildings with an EPC rating below C from 2030. 

_ In the Netherlands, office buildings must have a minimum EPC rating of C by January 1, 2023, or they cannot longer be 

used, and all office buildings should achieve a rating of A by 2030. 

_ In Spain, EPC’s become mandatory on the 3rd of June 2022 in several segments including office spaces. 

_ Other European countries are likely to introduce similar minimum standards, further increasing the divergent trend 

between high-quality and average office stock. 

_ In Germany, all existing buildings should meet the standard “EG 70” as of January 1, 2024 and all newly installed heating 

system should be operated on at least 65% renewable energies according to the Buildings Energy Act (GEG). 

_ France agreed to new regulations “RE 2020” regarding energy and consumption. New technical reports including carbon 

life cycle analysis apply for office buildings on or after July 1, 2022. The Tertiary Decree will apply to buildings with more 

than 1,000 sqm from September 2022 on and must declare energy use on an annual basis. 

EPC regulation should drive demand towards high-quality properties as minimum standard makes substandard stock 

redundant, therefore supporting the divergent trend in the office markets. This is the case for the UK, where over 70% of 

city take-up in 2021 took place in properties with a BREEAM certification.4 The risk of assets being stranded as new 

regulation is introduced is likely to increase and as such a structural shift in the quality composition of office space is expected. 

Existing poor-quality, unsustainable office stock will likely see more conversions.  

 
4 PMA (2021) 
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Confirmed Outperformance of Green Buildings in Various Areas 

The studies reviewed in this report show a median rental and price premium of approx. 5% and 13% respectively over the 

long-term, varying according to model specifications, market, dataset, and time of observation. These findings are in line 

with other meta-studies, showing an average rent premium ranging between 4% and 8% and a sales premium ranging 

between 8 % and 22 %.5 Generally, a higher level of certification generates a higher premium, but the relation is not linear, 

and premiums are not homogenous across markets. In addition, green premiums are minimised by the number of additional 

variables analysed, especially by control variables for super trophy assets like size, number of floors and landmark 

buildings.6  

FIG. 1 RENTAL PREMIUM IN %       FIG. 2     SALES PREMIUM IN %  

 
Source: DWS 2022 

 

TAB.1 KEY LITERATURE FINDINGS 

 Minimum Maximum Average Median 

Rental premium 0% 23% 7.1% 5.0% 

Sales premium 0% 43% 13.9% 12.8% 

Occupancy premium 2% 17% 7.0% 6,2% 

Financial premium 
(yield discount) 

0.36% 0.55% 0.46% 0.46% 

Construction premium -0.4% 21% 6.5%  
 

Findings in this report are based on 56 empirical data points, with rental premiums estimated at 5% on median and 7.1% 

on average. BREEAM certificated building show a higher premium on average of 13.4%, compared to LEED (6.3%) and 

Energy Star (3.8%). That rental premiums change over time is shown on increased premiums from Energy Star properties 

between 2006 and 2008, followed by a decline in 2008 due to the general economic downturn.7 

Sales premiums are based on 41 data points, results largely varying between 0% and 43% with median and average sales 

premiums at 12.8% and 13.9%. Green buildings command an average yield discount of 0.46%, ranging between 0.33 and 

 
5 Dalton & Fuerst (2018), Addae-Dapaah & Wilkinson (2021), Zehner (2021), Leskinen et al. (2020) 
6 Ott & Hahn (2018), Zehner (2021) 
7 Onishi et al. (2021), Addae-Dapaah & Wilkinson (2020), Reichardt et al. (2012) 
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0.55 basis points.8 A DCF valuation model suggests, that a green certificate increases the property value by an average of 

9.0%.9 Improved yield and net rental income were the main reasons for the higher property value. Research suggests that 

REITs with a higher share of sustainable properties achieve a higher net operating income, carry less systematic risk, and 

show a lower turnover ratio, while achieving higher risk-adjusted returns.10 Several studies indicate significantly higher 

occupancy rates compared to non-sustainable buildings with occupancy premium ranging between 2% and 17% standing 

at 6.2% on average.11  

The question around operational savings and rental / price outperformance of green buildings compared to construction 

costs remains difficult and heavily dependent on individual assets. This is even more the case in the current inflationary 

environment. However, a meta-analysis of 17 reviewed studies found that over 90% of cost premium results fell in the range 

of −0.4% to 21%.12 A large dataset with over 2,000 observations in the UK showed a 6.5% construction cost premium on 

average from BREEAM-certified buildings compared to conventional, non-certified buildings,13 while a study by the World 

Green Building Council (WGBC) from 2013, showed additional costs in the range of 0% to 12.5%.  

These studies are in line with industry assumptions. Through our analysis we have found many developers see construction 

costs being in the range of 5% to 10% higher for sustainable buildings compared to conventional buildings. In the long-term, 

however, green buildings do seem to pay off financially, even if this is not empirically proven in terms of construction costs. 

Confirmed Outperformance of Green Buildings in Various Areas 

There is empirical evidence that increasing supply (clustering) of green buildings decrease rental and sale premiums.14 

Findings suggest that the marginal premium increases by 10.5% per 1 km distance from the city center over the 2010-2015 

period in Finland, France and Germany.15 This has also been evident in London over the period of 2000-2009, where each 

additional certificated building decreased the marginal effect of certification in the rental and transaction markets by 2% and 

5% respectively.16  

A “novelty vintage premium” could explain the clustering effect, shown in markets where eco-labelled buildings are new, 

resulting in higher rental and sales price premiums.17 There are small or no rental premiums in (certified) high value buildings, 

whereas low and middle value buildings seems to have much higher premiums which could be explained by the lower 

number of certificates in these segments.18 A possible reason is that as certificates become the norm in high-value buildings, 

it is no longer considered a differentiating factor in these buildings.  

The clustering effect in combination with stronger regulation (EPC/CO2 tax) and corporate-level drivers should result in a 

“new normal” of certificated buildings, as more and more buildings will need to compete on energy efficiency and 

sustainability with the effect that “brown discounts” rather than green premiums may become a more important consideration 

over the coming 10 years.  

The higher construction volume is in a certain market, the greater the expected share of certified buildings, raising the risk 

of obsolesces in these cities. Theory suggests that the highest rental premium should be achievable in markets with low 

share of certified buildings and with regulation becoming tighter. However, this is only one factor. Investor focus should not 

just be about achieving a green premium, but also avoiding stranded assets, carbon transition risks and protecting the future 

value of assets. 

 

 
8 Miller et al. (2008), McGrath (2013) 
9 Vimpari & Junnila (2014) 
10 Devine & Yönder (2017), Fuerst (2015) 
11 Wiley et al. (2010), Devine & Kok (2015)  
12 Dwaikat & Ali (2016) 
13 Chegut et al. (2019) 
14 Chegut et al. (2011), Clark (2013), Fuerst & Van de Wetering (2015), Addae-Dapaah & Wilkinson (2020) 
15 Porumb et al. (2020) 
16 Chegut et al. (2013) 
17 Fuerst & Van de Wetering (2015) 
18 Robinson & McAllister (2015) 
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IMPORTANT INFORMATION 

For North America: 

The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsidiaries, such as DWS Distributors, Inc., which offers investment products, or 
DWS Investment Management Americas, Inc. and RREEF America L.L.C., which offer advisory services. 

This material was prepared without regard to the specific objectives, financial situation or needs of any particular person who may receive it. It is intended for 
informational purposes only. It does not constitute investment advice, a recommendation, an offer, solicitation, the basis for any contract to purchase or sell 
any security or other instrument, or for DWS or its affiliates to enter into or arrange any type of transaction as a consequence of any information contained 
herein. Neither DWS nor any of its affiliates gives any warranty as to the accuracy, reliability or completeness of information which is contained in this document. 
Except insofar as liability under any statute cannot be excluded, no member of the DWS, the Issuer or any office, employee or associate of them accepts any 
liability (whether arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage whether 
direct, indirect, consequential or otherwise suffered by the recipient of this document or any other person. 

The views expressed in this document constitute DWS Group’s judgment at the time of issue and are subject to change. This document is only for professional 
investors. This document was prepared without regard to the specific objectives, financial situation or needs of any particular person who may receive it. No 
further distribution is allowed without prior written consent of the Issuer. 

Investments are subject to risk, including market fluctuations, regulatory change, possible delays in repayment and loss of income and principal invested. The 
value of investments can fall as well as rise and you might not get back the amount originally invested at any point in time. 

An investment in real assets involves a high degree of risk, including possible loss of principal amount invested, and is suitable only for sophisticated investors 
who can bear such losses. The value of shares/ units and their derived income may fall or rise. 

War, terrorism, sanctions, economic uncertainty, trade disputes, public health crises and related geopolitical events have led, and, in the future, may lead to 
significant disruptions in US and world economies and markets, which may lead to increased market volatility and may have significant adverse effects on the 
fund and its investments.  

For Investors in Canada.  No securities commission or similar authority in Canada has reviewed or in any way passed upon this document or the merits of the 
securities described herein and any representation to the contrary is an offence. This document is intended for discussion purposes only and does not create 
any legally binding obligations on the part of DWS Group. Without limitation, this document does not constitute an offer, an invitation to offer or a 
recommendation to enter into any transaction. When making an investment decision, you should rely solely on the final documentation relating to the transaction 
you are considering, and not the document contained herein. DWS Group is not acting as your financial adviser or in any other fiduciary capacity with respect 
to any transaction presented to you.  Any transaction(s) or products(s) mentioned herein may not be appropriate for all investors and before entering into any 
transaction you should take steps to ensure that you fully understand such transaction(s) and have made an independent assessment of the appropriateness 
of the transaction(s) in the light of your own objectives and circumstances, including the possible risks and benefits of entering into such transaction. You should 
also consider seeking advice from your own advisers in making this assessment. If you decide to enter into a transaction with DWS Group, you do so in reliance 
on your own judgment. The information contained in this document is based on material we believe to be reliable; however, we do not represent that it is 
accurate, current, complete, or error free. Assumptions, estimates, and opinions contained in this document constitute our judgment as of the date of the 
document and are subject to change without notice. Any projections are based on a number of assumptions as to market conditions and there can be no 
guarantee that any projected results will be achieved. Past performance is not a guarantee of future results. The distribution of this document and availability 
of these products and services in certain jurisdictions may be restricted by law. You may not distribute this document, in whole or in part, without our express 
written permission. 

For EMEA, APAC & LATAM: 

DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they do business. The DWS legal entities offering products or 
services are specified in the relevant documentation. DWS, through DWS Group GmbH & Co. KGaA, its affiliated companies and its officers and employees 
(collectively “DWS”) are communicating this document in good faith and on the following basis. 

This document is for information/discussion purposes only and does not constitute an offer, recommendation, or solicitation to conclude a transaction and 
should not be treated as investment advice. 

This document is intended to be a marketing communication, not a financial analysis. Accordingly, it may not comply with legal obligations requiring the 
impartiality of financial analysis or prohibiting trading prior to the publication of a financial analysis. 

This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, projections, opinions, 
models, and hypothetical performance analysis. No representation or warranty is made by DWS as to the reasonableness or completeness of such forward 
looking statements. Past performance is no guarantee of future results. 

The information contained in this document is obtained from sources believed to be reliable. DWS does not guarantee the accuracy, completeness, or fairness 
of such information. All third-party data is copyrighted by and proprietary to the provider. DWS has no obligation to update, modify or amend this document or 
to otherwise notify the recipient in the event that any matter stated herein, or any opinion, projection, forecast, or estimate set forth herein, changes or 
subsequently becomes inaccurate. 

Investments are subject to various risks. Detailed information on risks is contained in the relevant offering documents. 

No liability for any error or omission is accepted by DWS. Opinions and estimates may be changed without notice and involve a number of assumptions which 
may not prove valid. 

DWS does not give taxation or legal advice.  

This document may not be reproduced or circulated without DWS’s written authority.  

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, 
country, or other jurisdiction, including the United States, where such distribution, publication, availability, or use would be contrary to law or regulation or which 
would subject DWS to any registration or licensing requirement within such jurisdiction not currently met within such jurisdiction. Persons into whose possession 
this document may come are required to inform themselves of, and to observe, such restrictions. 

© 2022 DWS International GmbH 

Issued in the UK by DWS Investments UK Limited which is authorised and regulated by the Financial Conduct Authority (Reference number 429806). 

© 2022 DWS Investments UK Limited 

In Hong Kong, this document is issued by DWS Investments Hong Kong Limited and the content of this document has not been reviewed by the Securities and 
Futures Commission. 

© 2022 DWS Investments Hong Kong Limited 
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In Singapore, this document is issued by DWS Investments Singapore Limited and the content of this document has not been reviewed by the Monetary 
Authority of Singapore. 

© 2022 DWS Investments Singapore Limited 

In Australia, this document is issued by DWS Investments Australia Limited (ABN: 52 074 599 401) (AFSL 499640) and the content of this document has not 
been reviewed by the Australian Securities Investment Commission. 

© 2022 DWS Investments Australia Limited 

For investors in Bermuda: This is not an offering of securities or interests in any product. Such securities may be offered or sold in Bermuda only in compliance 
with the provisions of the Investment Business Act of 2003 of Bermuda which regulates the sale of securities in Bermuda. Additionally, non-Bermudian persons 
(including companies) may not carry on or engage in any trade or business in Bermuda unless such persons are permitted to do so under applicable 
Bermuda legislation. 

For investors in Taiwan: This document is distributed to professional investors only and not others. Investing involves risk. The value of an investment and the 
income from it will fluctuate and investors may not get back the principal invested. Past performance is not indicative of future performance. This is a marketing 
communication. It is for informational purposes only. This document does not constitute investment advice or a recommendation to buy, sell or hold any security 
and shall not be deemed an offer to sell or a solicitation of an offer to buy any security. The views and opinions expressed herein, which are subject to change 
without notice, are those of the issuer or its affiliated companies at the time of publication. Certain data used are derived from various sources believed to be 
reliable, but the accuracy or completeness of the data is not guaranteed, and no liability is assumed for any direct or consequential losses arising from their 
use. The duplication, publication, extraction, or transmission of the contents, irrespective of the form, is not permitted. 
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