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THE DUTCH HEALTHCARE REAL
ESTATE MARKET

The number of people aged 65-plus is set to increase by

1.3 million over the next 25 years. With increasing age,
elderly citizens will need access to assisted living facilities or
nursing homes, but the current supply will not meet future
demand.

Three trends are taking place:

1) the segregation of housing and care: people with a mild
to moderate need for care can live longer at home. If living
at home is no longer possible, people will go to a suitable
nursing home;
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2) the need for small-scale housing: demand is rising for a
combination of living, care, services and well-being; and

3) the decentralisation of healthcare: because people are
staying at home longer, demand for a range of specialist
care (e.g. multidisciplinary care, treatment centres) in the
neighbourhood is increasing.

According to the Economic Institute for Construction,

there is an annual need to expand healthcare real estate by
800,000m? each year until 2030 in the Netherlands. This
equals an investment and financing demand per year of €1.5
billion as of 2016, rising to an annual requirement of €3.3
billion in 2030.



FUND IMPACT

The Apollo Healthcare Property Fund uses the Theory

of Change to identify social goals, how the goals can be
achieved, and how to measure success. By measuring the
impact from active fund management, the fund satisfies its
claim for additionality. The fund initiates and manages long-
term partnerships with institutional investors and healthcare
providers, focusing on project design, partnerships and
investments.

It aims to deliver social impact across three groups, with

an expected internal rate of return of 7 percent, before
applying leverage (see Figure 1). In our research, we use
external market reports, such as from Ecorys, CBRE, the
Dutch government, and have discussions with healthcare
organisations/providers, residents, architects and healthcare
developers.

Figure 1: Impact Apollo Healthcare Property Fund
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We strongly believe that there is a positive relationship
between the financial return and social return of a property.
The long-term partnerships and dedication to affordability
translate into long-term rental contracts, reducing risks and
enabling the fund to achieve competitive yields.

Improved small-scale design ensures efficiency in the
day-to-day operation of the care centre (e.g. efficient staff
workflow and a logical layout of the building). Modern real
estate also has a positive effect on employees; a healthy
building with plenty of daylight, climate control and that

is well connected to the outside increases the vitality of
employees, reduces employee absence and has a positive
impact on their effectiveness'. Through more efficient
operations, caregivers have more time for their residents
and patients.
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1 Eichholtz, P, Kok, N., Palacios, J. and Willeboordse, M. (2018). Indoor Environmental Quality and Human Performance: Evidence from a Large-Scale Field Study. Working paper.



SURROUNDING ENVIRONMENT

The surrounding environment is displayed on the right side
of the pyramid in Figure 1; these are both the residents
and their relatives in the immediate vicinity. They have a
direct interest in modern and appropriate healthcare real
estate, which starts with sustainable construction and
management. That also means it must be future-proof —in
terms of its flexibility to meet changing tenant needs and
ability to transform for other purposes.

The fund aims to develop housing that increases social
contact and visits by family members. An example is our
property in Arnhem, in the development pipeline of the
fund. This property will have a community manager available
for the residents to organise care, services and improve
well-being. The community manager will also stimulate
interaction between residents and the neighbourhood (for
example, the nearby school will help residents with the
community garden).

RESIDENTS AND USERS

The main target group of the fund’s impact strategy are the
residents and users. In the case of assisted living and nursing
homes, these are the residents, and in the case of healthcare
centres, these are the clients of the different care disciplines
available.

The fund offers residents suitable, affordable housing of
high quality and which meets modern (future) requirements
and conveniences. Affordability is measured by the price per
square metre. The goal is an average price of between €10
and €16 per square metre, depending on the location. For
the assisted living segment, this equates to approximately
€700-€1,200 per apartment, depending on location and
median income.

The fund constructs nursing homes with high-quality noise
reduction and enough natural light, which increases the
well-being of residents and in turn can reduce their need
for sleeping medication. By introducing smaller, shared
common rooms in assisted living units, residents experience
the feeling of a more traditional living room, which can

help to reduce social isolation. The investments in care and
treatment centres help healthcare providers to interact and
work together to help people with increasingly complex
health issues.
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MEASURING IMPACT

The fund aims to deliver impact in the short and long term
(see Figure 1), collecting data for specific indicators on

its investments. The results need to be measurable and
quantifiable in order to be meaningful. They must also be
able to detect change during the period in which the fund
invests in an asset. A “zero measurement” is conducted

at the start of the investment period followed by annual
assessments to record change. The fund currently measures
its impact with the indicators presented in Figure 2.

Over the years, new insights will be gained on what data
provide the best insight into the impact of the fund and its
investments.

REPORTING ON IMPACT

Through an online dashboard, as displayed in Figure 3,
investors can view the fund’s impact reporting metrics.
The goal of the dashboard is to:

1. share the impact of institutional investments in
healthcare housing and facilities;

2. give investors the opportunity to draw conclusions on
the results of the fund and to go into more detail on
specific investments; and

3. be transparent about results.

Some high-level impact indicators are disclosed to the
general public?. For sensitivity and privacy reasons, lower-
level impact ones (segment and property level) are available
only to investors.

By presenting data on the impact measurements, the
fund seeks to demonstrate that sustainable healthcare is
beneficial to residents, healthcare providers and investors.




Figure 2: Impact indicators
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Figure 3: Impact dashboard
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The information is meant for the purposes of information only and is not intended to be investment, legal, tax or other advice, nor is it intended to be relied
upon in making an investment or other decision. All content is provided with the understanding that the authors and publishers are not providing advice on

legal, economic, investment or other professional issues and services. PRI Association is not responsible for the content of third-party websites and information
resources that may be referenced. The access provided to these sites or the provision of such information resources does not constitute an endorsement by PRI
Association of the information contained therein. Unless expressly stated otherwise, the opinions, recommendations, findings, interpretations and conclusions
expressed are those of the various contributors and do not necessarily represent the views of PRI Association or the signatories to the Principles for Responsible
Investment. The inclusion of company examples does not in any way constitute an endorsement of these organisations by PRI Association or the signatories to
the Principles for Responsible Investment. While we have endeavoured to ensure that all information has been obtained from reliable and up-to-date sources,
the changing nature of statistics, laws, rules and regulations may result in delays, omissions or inaccuracies. PRI Association is not responsible for any errors or
omissions, or for any decision made or action taken based on information contained on this website or for any loss or damage arising from or caused by such
decision or action. All information is provided “as-is”, with no guarantee of completeness, accuracy, timeliness or of the results obtained from the use of this
information, and without warranty of any kind, expressed or implied.

This case of Hartelt Fund Management B.V. (‘Hartelt’) shall serve solely for the information of the reader for discussion purposes only. Copyright and intellectual
property right protection of this presentation are reserved by Hartelt.

Hartelt has taken reasonable care to ensure that the information contained herein is not untrue or misleading at the time of presentation. Hartelt makes no
representations with regard to the accuracy or completeness of the information, part of which was obtained from the client and public sources and relied upon
as such. The information contained in this case is subject to change without notice. Neither Hartelt nor any of its officers or employees accepts any liability for
any loss arising from any use of this presentation or its contents.

This case does not constitute an agreement or a commitment or an offer to commit to any transaction by Hartelt or its funds. Any such commitment or
agreement shall be subject to further negotiation, satisfactory completion of due diligence and other approvals, execution of legal documentation acceptable to
Hartelt and receipt by Hartelt of positive opinions from legal counsel.

Participations in funds are only open to professional investors in respect of the Dutch Financial Supervision Act (‘Wet op het financieel toezicht’). This disclaimer
is governed by Dutch law. All rights reserved




