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We look at the state of the international real  
estate market as the global economy begins to  
pick up, identifying trends in capital supply, 
key markets and emerging economies to give a 
comprehensive overview of the industry after its 
long-winded slump. 

Focus on: The Economic downturn
The global real estate market has yet to recover as a whole from the 
economic downturn, however, there are some markets which are 
performing well. The biggest sticking point is funding. Although there 
are a lot of investment managers who want to launch new funds, they 
are scrambling to get money from investors who are very reticent to 
spend money on real estate. Declining values, fee pressure and costs 
are also putting a strain on the market. 

Some of the more developed markets have managed to buck the 
trend. In Europe, London is receiving a lot of investment, particularly 
from international investors from Asia Pacific and the Middle East. 
Big cities in Germany, such as Berlin, Munich and Frankfurt are seeing 
healthy levels of activity, and in the Nordics, Stockholm is becoming 
increasingly popular. Paris is still up there, but macroeconomic factors 
and government policy are not helping the sector.

The Central London commercial real estate market performed 
remarkably well in 2012, attracting £10.5 billion of foreign direct 
investment, up 42% on the previous year. According to CBRE’s EMEA 
ViewPoint, Central London accounted for more than a fifth (21%) of 
the share of total commercial real estate investment in the whole of 
Europe and almost half (47%) of all acquisitions by buyers outside 
Europe. 

Spain and the Netherlands are two European markets yet to recover 
from the economic slump. 

  Average inflation-adjusted house prices in Spain down 11% year 
    on year in Q1 and showing little sign of stabilising (Global Real  
    Estate Trends, ScotiaBank)

  The Dutch office investment market has been impacted strongly 
    by the enduring debt crisis. In H2 (2012) the semi-annual 
    investment turnover decreased to an all-time depth, amounting to 
    EUR 207m (CBRE Dutch Office Market view, 2012)
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Focus on: Emerging 
markets
In absolute terms, emerging markets, 
especially China, are essential for 
economic growth. However, the 
investment climate is less organised and 
the legal frameworks aren’t as evolved 
as developed markets, which makes 
the risk considerably higher. The strong 
economic growth rates should also be 
viewed in perspective; the number of 
investments made in the US and Europe 
is far higher than any emerging market. 

  Home prices are accelerating in 
Indonesia, China and India, but remain 
moribund in South Korea and Thailand 
(Global Real Estate Trends, ScotiaBank)

On the other hand, there are new players 
in emerging markets - especially in Asia 
Pacific - which are ploughing money 
into developed regions to keep their 
assets safe. These so-called ‘trophy 
assets’- the big shiny buildings in the 
big shiny cities - have driven up the 

prices enormously in those markets.

  Chinese real estate investment in 
Europe this year has already hit €2.2bn 
versus €2bn for the whole of last year 
(LaSalle Investment Management/ 
Real Capital Analytics report) 

  London accounts for 80% of 
all Chinese property investment 
in Europe over the past five years 
(LaSalle Investment Management/ 
Real Capital Analytics report) 

Focus on: Key trends
Leverage and refinancing are serious 
issues nowadays. Banks have cut 
their lending books and the market is 
currently experiencing a funding gap. If 
alternative parties - such as insurance 
companies- will enter the capital markets 
and set up debt funds, there will be more 
possibilities for investment managers to 
finance their debt, which could give the 
market a push in the right direction. 
It is doubtful that the market will return 
to its pre-recession peak because 

that was a big bubble. It is likely to 
evolve and develop, but it will take 
many years before we see the levels 
experienced before the global crash. 

Focus on: What’s to 
come
Even though some property markets areas 
are thriving, the global real estate market 
as a whole is likely to remain slow for the 
time being because selling is a problem 
as financing is a problem, so once the 
equity to make an investment becomes 
available, finding a party to provide 
leverage through loans will be crucial. 

A shift from big major cities - where 
the really good assets have become 
very expensive - to secondary geocities 
could be in the offing. However, in this 
investor environment it still is quality and 
low risk that are dictating appetite, and 
the only place where you see investors 
moving up the risk ladder at this moment 
is the US. It remains to be seen if they 
can make others follow their path.

“If alternative parties - such as 
insurance companies- will enter 
the capital markets and set up 
debt funds, there will be more 
possibilities for investment 
managers to finance their debt, 
which could give the market a 
push in the right direction.”
Daan den Boer
Director of Real Estate 
Investment Services
TMF Group
daan.den.boer@tmf-group.com
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