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Despite current challenges, European real estate is well positioned to enter a period of 
recovery, led by strong demand for logistics and residential space.  
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_ We believe the European real estate market is entering a period of recovery. Initially led by yield compression - 

supported by a weight of global liquidity - before supplemented with the return of rental growth in 2022, we foresee 

a period of above average total returns running into the middle of the decade. 

_ This rising tide should be supportive for all parts of the market, yet we continue to see a marked divergence 

between sectors over the coming years. We anticipate that current positive momentum for logistics and 

residential will once again propel these two sectors to the top of our hierarchy. 

_ We believe there could be interesting investment opportunities across almost all major city markets, but over a 

long hold period we see the most attractive risk-adjusted returns in markets such as Dublin, Amsterdam and 

Berlin residential, Paris logistics, and Warsaw and London office. 

IN
 A

 N
U

T
S

H
E

L
L
 



ドイチェ・アセット・マネジメント株式会社 

金融商品取引業者 関東財務局長（金商）第 359 号 

（加入協会：日本証券業協会、一般社団法人投資信託協会、一般社団法人日本投資顧問業協会、

一般社団法人第二種金融商品取引業協会） 

当資料は情報提供を目的としたものであり、特定の投資商品の推奨や投資勧誘を目的としたものではありませ

ん。当資料は信頼できる情報をもとに DWS が作成して、日本国内ではドイチェ・アセット・マネジメント株式

会社がこれを配布しております。本書記載の内容については日本国内ではドイチェ・アセット・マネジメント
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ト株式会社の担当者までご連絡願います。本資料および本資料中の情報は事前の同意がない限り、その全部又
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1 / Overview 

There are many clichéd phases one could use to describe the current climate. Challenging, disruptive, unprecedented all 

spring to mind. However, as real estate investors it’s important that we not only focus on the present but also look to the future. 

And while the present remains extremely challenging, we grow increasingly optimistic about the future.  

It’s clear that the early part of 2021 will be a difficult period for the European real estate market. With renewed lockdowns 

affecting much of the region, restrictions and weaker economic activity are likely to once again lead to lower levels of activity 

across both the occupier and investment markets. However, with the roll out of vaccinations there is clear room for optimism, 

and we believe that as the year progresses a rebound in economic activity will stabilise the occupier market and boost investor 

confidence.  

While returns may remain fairly modest this year, particularly as we continue to see negative rental growth in the retail and 

office sectors, we believe we’re entering a period of recovery. Initially led by yield compression – supported by a weight of 

global liquidity – before supplemented with the return of rental growth in 2022, we foresee a period of above average total 

returns running into the middle of the decade.  

This rising tide should be supportive for all parts of the market, yet we continue to see a marked divergence between sectors 

over the coming years. We anticipate that current positive momentum for logistics and residential will once again propel these 

two sectors to the top of our hierarchy. We’re more cautious on office as we expect changing occupier demand to temper 

long-term rent growth, while we believe retail will still see significant further value decline in most markets. 

Within each sector we see a number of key investment themes. We see mass market and commuter residential offering some 

of the most attractive returns, while we continue to support a focus on urban logistics. And while we may be more cautious on 

office, we expect that Next Generation buildings will do well as occupiers substitute into higher quality space.  

We believe there could be interesting investment opportunities within these themes across almost all major city markets, but 

over a long hold period we see the most attractive risk-adjusted returns in markets such as Dublin, Amsterdam and Berlin 

residential, Paris logistics, and Warsaw and London office.  
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Expected short-term risk over the coming quarters as lockdown and hangover from recession impact demand for space. 

Rental recovery forecast from 2022 onwards, supported by economic growth and a reduced pipeline of new supply. 

Residential and logistics sectors forecast to record rental growth of around 3% per annum over the next five years. 
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Investment activity expected to pick up in 2021, supported by improving sentiment and a large volume of dry powder. 

Prime yield compression forecast to lead the recovery in total returns and support value growth for much of the next five years. 

Prime returns expected to be positive in 2021 before rising above their long-term average in 2022 and 2023. 
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Outperforming markets expected to include London, Amsterdam, Paris, Warsaw, and Berlin. 

Residential sector outperforming, with mass market and commuter accommodation set to offer the most attractive opportunities. 

Other focus investment themes also include urban logistics, Next Generation office and tourist-focused budget hotels. 

Source: DWS, January 2021. No assurance can be given that any forecast will materialise. 
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2 / Private Real Estate 

2.1 Occupier Fundamentals 

European occupier markets have, generally speaking, held up slightly better than we anticipated as the Covid-19 pandemic 

has taken hold. Government support schemes to help businesses and employees have had a significant cushioning effect – 

even if at huge cost to the public finances. Schemes to support businesses financially have meant that mass unemployment 

has been largely avoided, while many tenants – with the notable exception of retailers – have been able to continue paying 

rent, even when unable to physically occupy their premises. 

It had been our expectation that over the second half of the year, support schemes would be gradually wound down, leading 

to a weakening of the labour market, as well as a rise in tenant failures and lease forfeitures. However, with a widespread 

second wave of the virus taking hold at the end of the year, many schemes were extended or reinstated. Moratoria on tenant 

evictions for failure to pay rent have been among the measures that have helped maintain occupancy rates for some sectors, 

yet when these schemes do eventually end, we would expect to see an increase in market vacancy within the office and retail 

sectors in particular. 

The hotel occupier market has been among the worst affected – international tourist arrivals are expected to have fallen by 

somewhere around 70% globally last year1 – but unlike retail, the long-term fundamentals remain relatively intact. Offices 

have been well-supported by the ability of employees to work remotely, although this ability could have some negative longer-

term effects on the sector as firms are likely to reassess how much space they need given a persistent increase in home 

working. But it is the logistics and residential sectors that have come out as the clear winners from the current downturn. 

Demand for logistics space even increased last year, and looking ahead, the ongoing shift to online sales should provide a 

continued source of demand, particularly for urban logistics assets. Equally, demand for private rented residential space has 

been well supported during the downturn, while limited supply and a favourable medium-to-long term outlook for disposable 

income growth should set the stage for strong future rental growth. 

Office: The second half of 2020 saw a slight weakening in office occupier conditions, but the sector continues to be supported 

by several factors. Importantly, the ability for many office-based employees to work from home, as well as significant 

government support across the continent, have meant that while many offices have lain physically empty for much of the year, 

tenants have been able to remain operational and continue paying rent. In addition, despite a long rung of strong property 

performance, the supply pipeline remained in check going into the pandemic, with rolling annual building starts running at just 

2% - well below previous peaks in 2000 and 2007.2 

Still, that’s not to say that the sector has escaped unscathed. Moving into 2020, the pan-European vacancy rate had trended 

down almost uninterrupted for the past six years, reaching long-term low of just 6.4%. By the end of the third quarter of 2020, 

this trend had reversed, with the rate expected to have exceeded 7% by the end of the year. And looking ahead, firms will 

have to deal with the removal of government support in the short term, which is expected to limit office-based employment 

growth this year, while in the longer term, we would expect a reduction in aggregate demand for offices due to a stronger 

prevalence of home working. Although it is unlikely that too many companies will allow all employees to work from home full 

time, recent surveys suggest that a majority of firms would now expect to allow some form of remote working.3 

A further drop in the supply pipeline – building starts were down to just 1.6% by September – should help to cushion the 

market in the near term. And looking further ahead, it’s likely we may see both lower levels of construction and greater numbers 

 
1 UNWTO, September 2020 
2 PMA, DWS, December 2020 
3 CBRE, September 2020 
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of conversions to other uses. However, we believe that vacancy is still likely to increase fairly significantly over the next 12-18 

months, and may then remain at an elevated level. 

While rents didn’t fall to the extent that we had expected in 2020, dropping just 1.8% on average across Europe, we do still 

expect another further decline in 2021 as vacancy continues to rise in virtually all markets.4 Over the five year forecast horizon, 

we expect London to be a strong outperformer in terms of rental growth, with the Brexit deal now bringing some much needed 

clarity to the market – although there remains some uncertainty around financial services. Other markets we expect to do well 

include Berlin and Paris CBD, where vacancy is still among the lowest on the continent despite a marked uptick last year, as 

well as the Spanish markets. Beyond five years, we expect Paris La Défense to do relatively well given the significant 

infrastructure improvements due to complete towards the end of the decade, while Central Europe should also be an 

outperformer, driven by strong economic growth. 

Residential: The private rented residential occupier market has certainly been one of the better performers throughout the 

last year. We had expected a weaker consumer environment to have a negative impact on rents, yet it appears that the 

majority of major markets have so far weathered the storm relatively well. Again, some of this may well be down to government 

schemes to boost incomes and support the labour market. But equally, stricter lending criteria, concerns over the near-term 

economic outlook, inability to conduct physical viewings, and insecurity over prospects for employment and incomes have all 

held back realised demand for property purchases to some extent, potentially pushing more people towards renting in the 

short term. 

Looking ahead, we expect private residential rent growth to be comfortably the strongest of the four main sectors we forecast. 

There are several drivers behind this. At the pan-European level, population growth would not appear to be a major supporting 

driver of the residential market – the European population is expected to increase by less than 0.1% per annum over the next 

ten years. However, this ignores the effect of urbanisation. Looking at Europe’s major cities, the urban population is set to 

grow at almost 0.5% each year, leading to a strong increase in demand for residential accommodation in such conurbations.5 

EU MULTIFAMILY BUILDING PERMITS INDEX (2015 = 100) 

 

Source: Eurostat, November 2020 

 

 

 
4 PMA, December 2020 
5 DWS, Oxford Economics, December 2020 
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At the same time, homeownership rates remain low6 and personal disposable income growth is forecast to pick up over the 

next five years,7 leading to additional demand pressure. And supply also remains constrained – the number of permits for 

multi-dwelling buildings hit its lowest level for at least 20 years in 2015, and has only seen a limited rise since.8 This means 

that the supply shortages we see in many of Europe’s major cities are unlikely to be resolved in the short term, and vacancy 

is predicted to remain very tight. With this in mind, we are forecasting rental growth of 3.1% per annum over the next five 

years across Europe, with the likes of London, Berlin, Munich and the Spanish cities outperforming. 

Logistics: The logistics occupier market has outperformed our expectations, and future demand drivers remain positive. 

While we had expected the current pandemic to exert some downward pressure on big box logistics rents, the sector appears 

to have held up well so far. Despite some disruption to supply chains, a drop in consumer confidence, and weaker overall 

retail spending, logistics occupiers have continued to take space at near-record rates. While we don’t yet have data for the 

full year, take-up for the first nine months would suggest that 2020 could yet represent a record year for European logistics. 

Supply shortages are still present in many markets, with the pan-European vacancy rate remaining sub-5% by the end of the 

third quarter. Unlike offices, which has seen a marked drop in construction activity over the past six months or so, logistics 

developers have remained very active. As of September 2020, 5.7% of stock was under construction, up from 5.0% six months 

earlier,9 and given the chronic lack of supply in some markets, development is still getting underway on a speculative basis. 

In the United Kingdom, for example, something approaching one million square metres is due to complete in total this year, 

of which less than 10% had been prelet by late last year.10  

It is estimated that so far, the growth trajectory for online spending ratios has been brought forward by around 12 months,11 

and we believe that online sales growth is likely to remain a key driver of the logistics occupier market looking ahead. However, 

while big box rents have largely ridden the storm so far, it is urban logistics which is likely to have seen continued growth 

through the downturn. And looking ahead, this is where we see the strongest performance, driven by the accelerating trend 

in online spending and tighter supply constraints. Over the next five years, we expect European urban logistics prime rent 

growth of over 4% per annum, compared to a still very respectable 2.4% for big box logistics. 

Retail: The situation for the retail market remains exceptionally difficult. The dual impact of structural headwinds and mass 

disruption due to Covid-19 meant that 2020 was another very challenging year for the sector. Having already endured several 

months of forced closures and generally weaker consumer conditions during the first wave of the virus, shops were granted 

some brief respite over the summer and early autumn, but with a significant pick-up in infection rates over the winter months, 

restrictions have been re-imposed across much of the continent. Rent collection rates for retailers had already dropped to 

very low levels in the second and third quarters of 2020 – in the United Kingdom, just 28% of rent was collected between July 

and September, for example12 – and with renewed lockdowns over the festive period, this situation is unlikely to improve. 

While retailer failures had already been trending upwards across the continent since around 2015, last year saw a dramatic 

increase in bankruptcy or closure announcements. By August 2020, the number of such announcements in Continental 

Europe had already far surpassed the total for the entire previous year.13 With government support schemes likely to wind 

down in the second half of 2021, and a weaker consumer environment driven by higher unemployment and weaker disposable 

income growth, it’s possible we may see this trend accelerate further before things eventually improve. Equally, with 

consumers having been unable to shop as they normally would in physical stores, online sales diversion has accelerated 

sharply. Recent forecasts suggest that in the United Kingdom, the online sales ratio could have jumped from around 19% in 

2019 to 26% last year, while other European nations are also predicted to have seen large jumps last year.14 Some of this 

 
6 Eurostat, December 2020 
7 Oxford Economics, DWS, December 2020 
8 Eurostat, January 2021 
9 JLL, October 2020 
10 Savills, December 2020 
11 Savills, December 2020 
12 Savills, November 2020 
13 PMA, October 2020 
14 Centre for Retail Research, July 2020 
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spending might move back in store once consumers are able to choose how they shop again, but we believe that a significant 

proportion could remain online. 

Moving into the second half of the year, the average European shopping centre already had almost 10% of units sitting 

vacant,15 with the long-term trend of rising vacancy showing no sign of abating. On average, we expect that European prime 

shopping centre rents fell by around 10% in 2020. The scale of this fall dwarfs anything seen in the other main sectors, and 

is considerably greater than the rent correction following the GFC. Looking ahead, we also forecast prime shopping centre 

rents to fall by another 6% this year, and the decline could even continue into next year in some markets. And while we expect 

the overall fall to be smaller in regions such as Southern or Central Europe – no market is likely to escape unscathed. Looking 

beyond the five year outlook, we do see potential for a return to growth for those centres that prove sustainable, with the U.K. 

market potentially one of the first to turn the corner. But before the market finds its new equilibrium there is likely to be further 

pain ahead. 

PRIME RENTAL GROWTH 2021-25F (%, ANNUAL AVERAGE) 

 

Source: DWS, December 2020.  
Note: F= forecast. Forecasts are not a reliable indicator of future returns. Forecasts are based on assumptions, estimates, views and hypothetical models or 
analyses, which might prove inaccurate or incorrect. 

2.2 Capital Markets 

Investor Demand: At the mid-year stage, a sharp slowdown in European investment activity was already evident. The second 

half of the year has seen a continuation of weaker activity on aggregate, but there are also signs of strength. German open 

ended real estate funds saw further strong inflows in the first nine months of the year,16 and fundraising activity in the private 

equity space also suggests that there is still plenty of demand among investors looking to deploy capital to the European real 

 
15 PMA, December 2020 
16 BVI, November 2020 
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estate sector.17 Taking an all property, pan-European view also hides significant variations in investment activity and the 

direction of pricing between sectors and locations. 

On a quarterly basis, European all property investment volumes declined again in the third quarter, after a more significant 

drop three months earlier. However, the third quarter numbers hide a more general pick-up in activity. In fact, most sectors 

saw rising quarter-on-quarter transaction volumes. Residential was the only sector to see a drop in investment volumes, 

although this comes after by far the strongest second quarter on record. During the first three quarters of the year, both 

residential and industrial kept pace with the previous year’s running total, highlighting the current strength of demand for these 

sectors. On the other hand, hotels and offices – sectors facing some degree of weaker performance either in the short or long 

term – have seen a significant drop in activity. And on the face of it, the retail sector’s decline of just 9% looks surprisingly 

shallow, given the exceptionally weak outlook. However, this starts from a much lower base following several years of falling 

investment, and in comparison to the investment peak in 2015, the current lack of demand for retail becomes clearer, with a 

drop of 60% since then. 

EUROPEAN REAL ESTATE TRANSACTION VOLUMES BY SECTOR (€ BILLION, 12-MONTH ROLLING TOTAL) 

 

Source: Real Capital Analytics, January 2021. 

 

Sector preference is also clear when looking at recent sentiment surveys. As of the third quarter, investor interest in logistics 

had seen no impact since the beginning of the year, while sentiment towards residential had even increased. Conversely, 

sentiment towards retail reached an all-time low in the second quarter, increasing only slightly in the third quarter, while 

pessimism crept further into the office sector.18 By location, demand for investment into Germany, the Netherlands and the 

Nordic region looks to have been relatively resilient. Sentiment for both markets is down compared to the historical average, 

but the differential is smaller than elsewhere. Investment activity has also held up better in these locations. Conversely, 

Southern Europe, which often proves more volatile during times of stress, has seen a much stronger fall in investment activity. 

The listed market broadly confirms the aforementioned sector preferences. The REIT market saw a universal and sharp fall 

in prices with the widespread outbreak of Covid-19 in February 2020; however, market movements since then have been far 

from uniform across the sectors. The residential index had recovered almost all of its initial fall by June 2020, with industrial 

also achieving the same feat by August. Since then, both sectors have largely held their value. Offices and retail, on the other 

hand, have remained significant underperformers. By late October, the retail index was still down by 68% compared to its 

 
17 Preqin, January 2021 
18 PMA Survey of Investor Preference, September 2020 
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earlier peak, with offices down 44%. More positive news about a number of successful vaccine trials gave both sectors a 

much needed boost in early November, yet as of mid-December, each remained well below their pre-Covid levels.19 

Pricing: Pricing in the second half of the year largely followed the same trends seen during the earlier stages of the pandemic. 

With interest rates still expected to remain very low over the short and medium term, real estate continues to look attractive 

in a wider perspective. The German 10-year government bond yield has sat below zero since mid-2019, and we expect it to 

remain below 1% until the second half of the decade.20 So even as property yields in some sectors fall further into new record 

low territory, spreads are still comfortably above their historical averages, leaving room for further compression. Overall, an 

even lower expected path for interest rates means that we have revised downwards our expectations for yields at the all 

property level over the coming five years. 

PRIME OFFICE MARKET YIELD SPREAD OVER REAL 10-YR GOVERNMENT BONDS 

 

Source: DWS, PMA, Oxford Economics, December 2020. f = forecast. Past performance is not a reliable indicator of future returns. Southern and Central 
European markets priced against Eurozone average bond. 

 

However, both the short-term and potential longer-term impacts of the virus on occupier markets across the different sectors 

have meant that at present, pricing has diverged further. While we had expected to see a more widespread outward yield 

movement in 2020, some sectors garnered significant interest, meaning that yields remained stable or even fell over the 

second half of the year. 

In the office sector, pricing has largely remained steady since before the pandemic. Competing forces are at play though, as 

the occupier market has proven itself relatively resilient in the short term. Equally, as the largest and most transparent sector, 

the best properties remain in demand. The likes of Germany in particular – considered to be something of a safe haven – saw 

yields fall in the year to September 2020. However, the pandemic has also raised questions about the role of the office as a 

place to work, and over the extent to which future demand might be reduced through increasing home working. While these 

concerns are not necessarily showing through in current pricing to any great extent, we do expect to see some impact on 

future performance, particularly outside of the prime segment. Nevertheless, for prime offices we are still expecting prime 

yields to resume their downward trend this year. 

Logistics in particular maintained strong investor demand throughout most of 2020, and has seen a recent surge in occupier 

demand. In almost half of the markets we track, prime logistics yields were lower in the third quarter than they were at the 

beginning of the year, with all other markets remaining unchanged over the same period. The story has been similar for private 

rented residential. And for both sectors, while short-term volatility has been largely side-stepped, the longer-term drivers also 

 
19 Macrobond, December 2020 
20 DWS, Oxford Economics, December 2020 
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remain positive. For this reason, we would expect yields to remain lower over the next five years compared to offices, leading 

to a stronger positive yield impact over the five-year outlook. 

Retail, where both cyclical and structural headwinds are leading to particularly difficult occupier conditions, has continued to 

see yields move out across the spectrum. Alongside some fairly significant rental declines, investors are now also having to 

price in greater risk of tenant distress or failure. On average, European prime shopping centre yields moved out by close to 

50 basis points during the first three quarters of 2020, 21 and we’re expecting a further 70 basis point increase over the next 

2-3 years before the market finally stabilises, contributing to a potential peak-to-trough value decline of more than 35%. The 

hotel market, which has been perhaps the worst affected of all the sectors over the past nine months, but for which the longer-

term structural drivers remain more positive, has also seen yields move out, although to a slightly lesser degree than retail. 

PRIME YIELD OUTLOOK BY SECTOR (%) 

 

Source: DWS, Oxford Economics, PMA, Cushman & Wakefield. December 2020. Past performance is not a reliable indicator of future returns. No assurance 
can be given that any forecast will materialise. Forecasts are not a reliable indicator of future returns. Forecasts are based on assumptions, estimates, views 
and hypothetical models or analyses, which might prove inaccurate or incorrect. 

2.3 Total Return 

In the wake of the pandemic, we anticipated a significant reduction in short-term performance for the European real estate 

market. This has indeed been the case, although to a lesser degree than originally feared. We now expect to move into a 

recovery phase, and while a shallower downturn does suggest a less pronounced bounce back, we continue to anticipate a 

period of above average returns, but with considerable differences in performance between cities, sectors and strategies. 

Recent performance: The second half of 2020 started to show the early signs of a market recovery. While values had dropped 

sharply in the first and second quarters, some indicators were showing tentative signs of positive growth in the three months 

to September. There is a possibility that the resumption of lockdowns in the final quarter of 2020 could result in another period 

of weakness, but in general the data strongly supports our view that 2020 will be nowhere near as bad as many had feared, 

and that with the expected resumption of economic growth in 2021, the market is well positioned to enter a period of recovery. 

Market resilience has been led by residential and logistics. While the twelve-month total return for the INREV All Fund index 

fell to just 2% in September, funds focused on these two sectors recorded a return of close to 10%. Somewhat surprisingly, 

given the disruption to the sector, office focused funds also recorded a very respectable return of 5% in the twelve months to 

September; however, this was not the case for retail where values fell sharply for the second year in a row. 

 
21 DWS, Cushman & Wakefield, December 2020 

-1.0

0.0

1.0

2.0

3.0

4.0

5.0

6.0

7.0

8.0

Office Logistics Shopping Centre Residential Eurozone 10-Yr Bond



Europe Real Estate Strategic Outlook | January 2021 

 This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as a recommendation. 
Past performance is not indicative of future returns. Forecasts are not a reliable indicator of future performance. Forecasts are based on assumptions, estimates, 
opinions and hypothetical models that may prove to be incorrect. Investments come with risk. The value of an investment can fall as well as rise and your capital 
may be at risk. You might not get back the amount originally invested at any point in time. Source: DWS Investment GmbH 

/ 11   

Return outlook: We expect European real estate to enter a period of recovery and rebound from 2021 onwards. Initially led 

by yield compression, we expect performance in 2021 to be held back by rental decline in the office and retail sectors. But 

from 2022 onwards the combination of further yield compression and the return of aggregate rental growth is forecast to propel 

returns above their historical average – something that we see persisting through to the middle of the decade. 

EUROPEAN AVERAGE ALL PROPERTY PRIME TOTAL RETURN (2021-30F, %)  

 

Source: DWS, December 2020. 
Notes: f = forecast. No assurance can be given that any forecast will materialise. Forecasts are not a reliable indicator of future returns. Forecasts are based on 
assumptions, estimates, views and hypothetical models or analyses, which might prove inaccurate or incorrect. 

 

As has been the case for a number of years now, we expect considerable divergence in performance between sectors and 

cities. At the sector level, logistics and residential remain at the top of our hierarchy by some margin. Both are expected to 

record prime total returns in excess of 10% over the coming three years, and while the return profile may moderate as we 

move beyond the middle of the decade, for now logistics and residential are offering some of the best return prospects.  

The outlook for the office sector is somewhat different. Having held up better than expected during the pandemic, we now see 

less room for a bounce back in returns over the coming years, and indeed we expect fairly modest returns in 2021. This profile 

is, however, not unusual for offices, with performance closely tied to jobs growth and the strength of the economy. As the 

recovery becomes more established in 2022 and 2023, the prospects for this sector are expected to be broadly aligned with 

the market average. However, beyond this we do see a risk of underperformance as prices readjust in the face of lower trend 

demand and more flexible lease terms. 

Once again the outlook for retail returns remains exceptionally poor over the coming years. The sector may have lost 

considerable value in 2020 but we don’t think that is the end of the market correction.  According to our forecasts, we see 

prime shopping centre values falling on average by a further 10% to 15% over the coming two years, and while the sector 

may return to growth in the years beyond this, to us it seems that much of the sector has clearly moved up the risk curve. 

At the country level, we expect that Core Europe may continue to provide above average risk-adjusted returns over the coming 

two years. We believe that countries like Germany will benefit from a sustained period of investor risk aversion in the aftermath 

of the pandemic; however, as time progresses we expect the recovery to grow in strength and spread more broadly across 

the European market, with returns in the likes of Spain and Poland moving above the European average from 2022 onwards. 
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The U.K. market, and in particular Central London, stands out as one of our top performing markets over the coming years. 

While clearly there are ongoing uncertainties about the impact of the United Kingdom leaving the European Union, the risk of 

major disruption has lessened, and so we expect that this, alongside an attractive yield premium, will draw capital into the 

country, pushing down prime yields and leading to excess performance.  

For long-term investors we see some of the highest risk-adjusted returns in London and Warsaw offices, Amsterdam, Dublin 

and Berlin residential, and Paris logistics. While in London we suspect that the window of opportunity for significant excess 

returns may well be short-lived as yields converge rapidly towards Core European levels, in Warsaw the opposite may be 

true, where despite a strong long-term outlook, today parts of the market still look vulnerable to oversupply.  

2.4 Investment Strategies  

Mass market and commuter residential expected to offer some of the most attractive returns 

On balance, we see residential offering the most attractive investment opportunities over the coming years. Not only has the 

sector once again proven itself resilient during periods of market stress, the outlook for rental growth remains the highest of 

all four main sectors. Given this backdrop, we anticipate that more institutional capital will target this space, pushing down 

yields and in time leading the sector to become a much larger part of the institutionally investable universe – particularly in 

less established markets such as the United Kingdom, Spain and Poland.  

Looking at our forecasts, almost all residential markets we cover are set to outperform in terms of risk-adjusted return over 

the coming years. And while cities like Amsterdam, Berlin and Dublin stand out, there are almost no cities where we think 

adding residential would not be beneficial to an investment portfolio. 

Within the residential sector we continue to favour more affordable, mass market accommodation across the major cities. The 

past year has only strengthened our conviction that in addition to our projections for rental growth, this part of the market 

should also provide a better risk-adjusted return than high-end housing, which has tended to be more vulnerable to fluctuations 

in rent and occupancy during periods of economic weakness.  

We see attractive opportunities for investment in mass market housing throughout major cities, but we’re particularly attracted 

to well-connected commuter locations. For a number of years now, due to a multiple factors such as inner city prices and 

changing demographics, we’ve witnessed significant population growth in suburban locations. With CV-19 leading many 

households to reassess their residential needs in favour of larger units, and given a likely increase in working from home, 

these locations may well see a sustained acceleration in occupier demand. 

Looking slightly up the risk curve, we also see a favourable outlook for co-living concepts. Last year was by no means an easy 

year for elderly living, student accommodation and micro apartments, but we still expect a long-term increase in demand for 

well-managed, communal residential space.  With the support of structural trends such as an aging population, the 

globalisation of education, a more footloose workforce and even the growing concern over loneliness, we see co-living 

becoming a larger part of the market. With a yield premium for operational risk, we believe these concepts should prove 

attractive for long-term investors willing to ride the institutionalisation of this segment. 

Urban logistics to continue to thrive  

The logistics market is forecast to remain one of the top performing parts of the European real estate market over the next 

few years, but as mentioned, there is a slight increase in caution over pricing and future supply in some corridor locations. 

Nonetheless, in places like Paris, Amsterdam and Milan, the outlook remains among the best in Europe across any sector. 

One area of the market that we remain particularly enthusiastic about is urban logistics. There are multiple definitions of urban 

logistics, but in this case we include both smaller, inner ring-road Last Mile warehousing as well as Last Hour stock located 

close to the main ring road and serving a significant catchment population.  
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More often than not, urban yields are below those of corridor logistics, but this is more than easily compensated for by our 

higher expectations for rent growth. With huge growth in demand and structural constraints on new supply, these locations 

should offer an exceptionally stable income throughout the cycle, and performance well in excess of the market average.   

We also see a window for even core investors to gain a higher return by investing in speculative logistics development. This 

may seem counterintuitive given our concerns over future supply, but today there remains a considerable undersupply of high 

quality space across many markets. And while we have seen development respond as it should, and in time this will likely 

push up availability, for now we see the major German cities, as well as cities like Lyon and Barcelona, registering vacancy 

rates well below 5%.22 

Next generation office expected to outperform despite subdued sector outlook 

We have a number of concerns about the outlook for the office market. While performing better than expected in 2020, the 

sector faces both cyclical and structural headwinds. Given this backdrop we believe it would be beneficial for portfolios to 

underweight offices, reducing exposure to poorer quality commodity stock. In no way does this suggest that the sector is 

without opportunities – far from it. Office may reduce as a share of the investable universe, but it will almost certainly remain 

one of the largest sectors in the market. At the city level, the catch up in pricing is set to lead to excess performance in London, 

while long-term prospects in Warsaw also look very good. 

We expect to see considerable divergence in performance even within the prime segment of the market. While we anticipate 

a trend reduction in demand for office space, increasingly we believe that corporate occupiers will substitute quality for scale. 

Therefore, we expect that CBD and emerging location offices that can offer the full range of next generation requirements 

including flexible floorplates, smart technologies and the highest standards in ESG and wellness could well command a 

considerable performance premium over the wider market. Accessing Next Generation Office product will often require active 

management, yet for the right product in the right location, we see no shortage of future demand. 

Retail experiencing a major repricing but too early for a wholesale return to the sector 

We see few reasons to support a wholesale return to the retail sector. While there are areas of stronger performance – notably 

outlets, supermarkets and some retail warehouses – in general we see a further haemorrhaging of shopping centre values 

over the coming two to three years, and few prospects of a substantial rental revival thereafter. 

Only one national market stands out as a potentially strong long-term performer, and that is the United Kingdom. Driving this 

is our belief that parts of the market may now have become oversold, following the near 50% decline in prime values since 

2017.23 But even here, with the continued announcements of major retailer failures and our expectations for double-digit value 

decline in 2021, this does not support an immediate return to the sector – particularly for non-opportunistic investors. 

Overall, we believe retail investment should remain exceptionally limited, with a focus on only a small number of selective 

opportunities in those few outperforming parts of the market, such as dominant, well-performing outlets. 

Selective return to hotels  

Finally, we believe that the hotel market could also offer opportunities. Having been one of the few parts of the market to 

experience a major re-pricing in 2020, prime yields now look relatively attractive – running at around 4.25% for a long lease 

contract in Core Europe.24 However, given the severity of the disruption to the hotel industry and the ongoing restrictions on 

travel, it will be important to remain highly selective in this space, and for lease contracts, underwriting the quality of the tenant 

is even more imperative. In general, we favour budget hotels in major tourist destinations such as Paris, Milan, Prague and 

Berlin. Once concerns over the pandemic fade, we expect to see tourist numbers bouncing back at a much faster pace than 

business travel, before returning to the strong trend growth we were witnessing in the decades preceding 2020. 

 
22 JLL, November 2020 
23 Cushman & Wakefield, DWS, December 2020 
24 CBEE, DWS, November 2020 
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2.5 Country Summaries 
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 Germany proved its reputation for resilience during 2020. 
Investor demand remained robust, supporting prime value 
growth across office, logistics and residential.  

 

 Economic growth set to rebound over the coming years, 
however long-term prospects do look vulnerable to 
demographic pressures on working age population. 

 Prime yields remain some of the lowest in Europe, and while 
relatively attractive compared to fixed income assets, this 
could prove a long-term drag on performance. 
 

 Major cities, particularly Berlin and Munich expected to 
outperform the national average. Supply constraints 
continue to support robust residential rental growth. 
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 France expected to have suffered a deeper recession than 
other European countries in 2020, but like the rest of Europe 
is forecast to experience a robust recovery in 2021. 

 

 Having seen little correction in 2020 data, parts of the Paris 
office market look vulnerable this year to further rental 
decline – notably La Défense and the WBD. 

 Over the longer term, France could benefit from recent 
economic reforms, while Paris should also gain from the 
Grand Paris project and the Olympic Games in 2024. 
 

 Paris is still one of our top logistics markets. While yields 
have compressed, we forecast strong rent growth as 
demand for space continues to climb. 
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 With the relief of a trade deal being signed at the end of 
2020, the United Kingdom looks well set to bounce back 
from what has been a relatively poor period for real estate. 

 

 However, Brexit risks still remain. Trend growth is set to be 
lower than before, while there are clear question marks for 
many parts of the economy, particularly finance. 

 Supported by the trade deal, lower hedging costs and a 
relatively high income return, London real estate is expected 
to be one of the top performing parts of Europe. 
 

 U.K. residential is set to gain as disposable income recovers, 
supply remains muted and as more institutional capital 
moves into this fledgling sector. 
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 Deep recessions have been experienced across the region, 
but with E.U. support and an expected upturn in tourism, 
economic prospects set to improve considerably in 2021. 
 

 Real estate values increasingly attractive compared to 
government bond yields. Iberian 10-year bonds hovering 
around 0% at the start of 2021.  

 Spanish residential growing in importance, with Madrid 
offering strongest return prospects. Barcelona logistics 
returns set to beat Madrid, particularly tight urban locations. 
 

 Milan remains the most attractive major market in Italy, with 
good prospects expected for logistics, tourist-led hotels and 
with potential for more opportunities in residential. 
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 Forecast above average economic growth is set to result in 
performance across the Benelux being slightly higher than 
the European average.  

 

 Sharp increase in real estate transfer tax (RETT) in the 
Netherlands somewhat priced in during 2020, but may drag 
on commercial and residential performance this year. 

 Densely populated, low risk and with an economy expected 
to outperform the European average, Dutch urban logistics 
and mass market residential still look well placed. 
 

 Amsterdam office may benefit from trading and business 
services activity migrating over from London, but the impact 
is unlikely to alter the market outlook significantly. 
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 Supported by strong population growth, long-term economic 
growth in the Nordics is forecast to be more than twice the 
Core European average. 

 

 Nordic residential set to offer some of the highest risk-
adjusted returns. Helsinki leads the pack, followed by 
Stockholm and Copenhagen. 

 A 70 basis point yield premium over Core Europe, alongside 
strong online sales growth, suggests that Nordics logistics 
should also provide good investment opportunities. 
 

 Rising vacancy and affordability constraints on top quality 
offices expected to lead to an underperformance of the prime 
Stockholm market. 
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 Economic growth in the CEE region expected to average 
around 3% per annum over the coming decade, well in 
advance of the European average. 

 

 The immediate outlook is for a relatively weak market. High 
vacancy in parts of the office market and investor caution 
are set to moderate the recovery in 2021.   

 Strong trend economic growth, moderating supply and a 
converging yield are forecast to see the Polish market as one 
of the top performing markets in Europe over the long term.  
 

 Warsaw residential remains in its infancy, and questions 
over hedging remain an issue. However, in time this sector 
has the potential to become a significant part of the market. 
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3 / Appendix 

EXHIBIT 8: INREV HISTORICAL ANNUAL FUND-LEVEL RETURNS TO 2020 Q3 (%) 

 

Source: INREV, December 2020. 
Note: Past performance is not indicative of future results. 

 

 

EXHIBIT 9: MSCI HISTORICAL ANNUAL FUND-LEVEL RETURNS TO 2020 Q3 (%) 

 

Source: MSCI, December 2020. 
Note: Past performance is not indicative of future results. 
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Important Information 

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. 
 
Investment in real estate may be or become nonperforming after acquisition for a wide variety of reasons. Non-performing 
real estate investment may require substantial workout negotiations and/ or restructuring. Environmental liabilities may pose 
a risk such that the owner or operator of real property may become liable for the costs of removal or remediation of certain 
hazardous substances released on, about, under, or in its property. Additionally, to the extent real estate investments are 
made in foreign countries, such countries may prove to be politically or economically unstable. Finally, exposure to fluctuations 
in currency exchange rates may affect the value of a real estate investment. 
 
Investments in Real Estate are subject to various risks, including but not limited to the following: 
 
_ Adverse changes in economic conditions including changes in the financial conditions of tenants, buyer and sellers, 

changes in the availability of debt financing, changes in interest rates, real estate tax rates and other operating expenses; 
_ Adverse changes in law and regulation including environmental laws and regulations, zoning laws and other governmental 

rules and fiscal policies; 
_ Environmental claims arising in respect of real estate acquired with undisclosed or unknown environmental problems or as 

to which inadequate reserves have been established; 
_ Changes in the relative popularity of property types and locations; 
_ Risks and operating problems arising out of the presence of certain construction materials; and 
_ Currency / exchange rate risks where the investments are denominated in a currency other than the investor’s home 

currency. 
 
An investment in real estate 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, economic uncertainty, trade disputes, public health crises (including the recent pandemic spread of the novel 
coronavirus) and related geopolitical events could lead to increased market volatility, disruption to US and world economies 
and markets and may have significant adverse effects on the global real estate markets. 
 
This marketing communication is intended for professional clients only. 
 

DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they operate their business 
activities. The respective legal entities offering products or services under the DWS brand are specified in the respective 
contracts, sales materials and other product information documents. 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 has been prepared without consideration of the investment needs, objectives or financial circumstances of any 
investor. Before making an investment decision, investors need to consider, with or without the assistance of an investment 
adviser, whether the investments and strategies described or provided by DWS Group, are appropriate, in light of their 
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particular investment needs, objectives and financial circumstances. Furthermore, 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 giving investment advice. 
 
The document was not produced, reviewed or edited by any research department within DWS and is not investment research. 
Therefore, laws and regulations relating to investment research do not apply to it. Any opinions expressed herein may differ 
from the opinions expressed by other legal entities of DWS or their departments including research departments. 
The information contained in this document does not constitute a financial analysis but qualifies as marketing communication. 
This marketing communication is neither subject to all legal provisions ensuring the impartiality of financial analysis nor to any 
prohibition on trading prior to the publication of financial analyses. 
 
This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, 
estimates, projections, opinions, models and hypothetical performance analysis. The forward looking statements expressed 
constitute the author‘s judgment as of the date of this document. Forward looking statements involve significant elements of 
subjective judgments and analyses and changes thereto and/ or consideration of different or additional factors could have a 
material impact on the results indicated. Therefore, actual results may vary, perhaps materially, from the results contained 
herein. No representation or warranty is made by DWS as to the reasonableness or completeness of such forward looking 
statements or to any other financial information contained in this document. Past performance is not guarantee of future 
results. 
 
We have gathered the information contained in this document from sources we believe to be reliable; but we do not guarantee 
the accuracy, completeness or fairness of such information. All third party data are 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, 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. Furthermore, substantial fluctuations of the value of any investment are possible even 
over short periods of time. The terms of any investment will be exclusively subject to the detailed provisions, including risk 
considerations, contained in the offering documents. When making an investment decision, you should rely on the final 
documentation relating to any transaction. 
 
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 or persons associated with it may (i) maintain a long or short 
position in securities referred to herein, or in related futures or options, and (ii) purchase or sell, make a market in, or engage 
in any other transaction involving such securities, and earn brokerage or other compensation. 
 
DWS does not give taxation or legal advice. Prospective investors should seek advice from their own taxation agents and 
lawyers regarding the tax consequences on the purchase, ownership, disposal, redemption or transfer of the investments and 
strategies suggested by DWS. The relevant tax laws or regulations of the tax authorities may change at any time. DWS is not 
responsible for and has no obligation with respect to any tax implications on the investment suggested. 
This document may not be reproduced or circulated without DWS written authority. The manner of circulation and distribution 
of this document may be restricted by law or regulation in certain countries, including the United States. 
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. 
© 2021 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). 
© 2021 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. 
© 2021 DWS Investments Hong Kong Limited 
 
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. 
© 2021 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. 
© 2021 DWS Investments Australia Limited 
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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. 
 
 
© 2021 DWS Group GmbH & Co. KGaA. All rights reserved. I-080951-1 (01/21)  
  



免責事項

重要なお知らせ

著作権表示©2021 ドイチェ・アセット・マネジメント株式会社 
DWS はドイツ銀行グループの資産運用を行う部門の総称で不動産投資運用部門を含んでいます。この不動産投資運用部門では事業の一環として不

動産投資運用/助言業務(*)を行っております。不動産投資運用/助言業務は、ドイツ銀行グループに属する各国の地域会社によって遂行されています。

その主な会社としては米国の RREEF America L.L.C.、ドイツの DWS Grundbesitz GmbH, DWS Real Estate GmbH, DWS Alternatives GmbH、オ 

ーストラリアの DWS Investments Australia Limited (ABN 52 074 599 401、オーストラリア金融サービス免許登録事業者)、香港の Deutsche Bank 
Aktiengesellschaft, Hong Kong Branch および DWS Investments Hong Kong Limited、日本のドイチェ・アセット・マネジメント株式会社、シンガポー

ルの DWS Investments Singapore Limited (登録番号 198701485N)、英国の Deutsche Alternative Asset Management (UK) Limited, DWS Alter-
natives Global Limited、 DWS Investments UK Limited などがあります。(*) ドイチェ・アセット・マネジメント株式会社においては不動産に係る投資に

関し助言業務を行っております。

DWS Research の主要スタッフは不動産投資運用部門が傘下に持つファンドの投資委員会の議決メンバーです。投資委員会の議決メンバーは投資

や買収、その他議決が必要な行為に関し議決権を有します。加えて、リサーチのスタッフは不動産投資運用部門や傘下のグループ会社が運営する投

資勘定や投資ビークルの投資結果に応じて、インセンティブ収益を得ている可能性があり、現在得ていなくても今後得る可能性があります。当社の関

連会社は本レポートに掲載された金融商品・証券等についてマーケットメイクを行っている場合があり、また自己勘定取引・デリバティブ取引をこれまで

に行った、あるいは今後行う場合があります。

当資料は、情報提供を目的としたものであり、特定の投資商品の推奨や投資勧誘を目的としたものではありません。当資料は、信頼できる情報をもと

に DWS が作成し、ドイチェ・アセット・マネジメント株式会社が配布しておりますが、正確性・完全性について当社が責任を負うものではありません。当

資料記載の情報は作成時点のものであり、市場の環境やその他の状況によって予告なく変更することがあります。当資料に記載の内容は将来の運

用成果などを保証もしくは示唆するものではありません。また、各種データは記載時点のものであり、将来の傾向、数値などを保証もしくは示唆するも

のではありません。本資料および本資料中の情報は事前の同意がない限り、その全部又は一部をコピーすることや、配布することはできません。

不動産投資は、高度なリスクと流動性の潜在的な制限が伴うため、豊富な知識および経験を備えた投資家のみに適しています。投資の目的の達成ま

たは投資のすべてあるいは一部に対する収益は一切保証されず、投資結果は期間によって大きく異なる可能性があります。当資料は投資に関する助

言を構成するものではなく、投資の決定の主要な判断材料を提供するものではありません。

当資料で述べている意見には、見通し情報を構成するものもあります。DWS の分析におけるさまざまなリスク、不確実性および仮説により、この文書

の調査報告に含まれる実際の出来事、結果または実際の市場の成果はその記載内容と大きく異なる場合があります。当資料に含まれる情報はDWS
の現在の見解を反映するだけのものであり、DWS の見解は今後変更される可能性があり、その内容を確約するものではありません。また、ここで述

べた意見と同様の出来事が発生するとは限りません。当資料およびここに含まれる情報は、いかなる契約または約束の根拠を形成するものではあり

ません。

© 2021 DWS Group GmbH & Co. KGaA. All rights reserved. 
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