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The measures taken by many governments around the
world to curb the Covid-19 pandemic have paralyzed
many economies, and affected real estate markets and
investment activity.
In the Asia-Pacific region, where the virus and
consequential lockdowns first appeared, the
cumulative investment volume for commercial real
estate so far this year was only around $40 billion at
the end of May, according to figures from Real Capital
Analytics (RCA). In comparison, for the same periods in
2018 and 2019, volumes had already surpassed
$70 billion. A similar picture emerges for the Americas
region. The total transaction volume here at the end of
May was just over $130 billion, where in the two years
before, it had already exceeded $160 billion.
As such, the transactional markets in Europe seem
relatively robust. The cumulative transaction volume
at the end of May stood around $90 billion, which is

only slightly below the $100 billion in the same
period last year. This is particularly surprising
when considering that Europe is the “world’s
most international region” with cross-border flows
at around 50% on a regular basis.
However, Europe benefited from a number of large
portfolio and platform transactions since the
beginning of the year. In the UK, for example,
Blackstone bought student-housing firm ‘iQ’ for
around £4.7 billion. In Germany, Aroundtown took
over ‘TLG’ for around €4.7 billion and in France, UnibailRodamco-Westfield sold a portfolio of five French
shopping centre worth over €2 billion. A number of
larger individual transactions were also successfully
completed. In Brussels for example, the 142m high and
almost 190,000m2 ‘Finance Tower’ changed ownership
for around €1.2 billion and in London the famous Ritz
Hotel changed hands for an estimated £800 million.

European real estate investment

Source: Real Capital Analytics (RCA), Schroders. June 2020.
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Just looking at the number of transactions however,
at the end of May, Europe had seen ca. 40% decrease
year-on-year. Remarkably, it’s small transactions –
of less than €50 million – where activity has declined
significantly since the beginning of the year. Compared
to the previous year, around 50% fewer transactions
were carried out in this lot size. This seems to indicate
that at the moment, it’s mostly large, equity-rich
investors that are driving activity and large transactions,
initiated and negotiated months before the crisis, are
now closing.
With regard to the individual markets, looking at the
deal count and with the aforementioned ‘mega deals’
in mind, both Germany and Sweden held up
significantly better then some of the other markets for
the period of March to May 2020. Both markets are
somewhat more inwardly focused and have a broad
base of domestic investors. Sweden might
have also potentially benefitted from the less harsh
measures to control the spread of the virus. For the UK,
it was particularly London’s performance that
was severely impacted by the lockdown and travel
restrictions. Typically ~70% of activity is driven by
cross-border investors.
Overall, the investment volume in Europe is likely to
decrease in the coming weeks. The restrictions and
uncertainties over the world after the lockdowns and
the state of the economy meant, that it was not only
largely impossible to carry out normal due diligence
process during the lockdown phase. It also meant that
opportunities were withdrawn or not brought to
market. Also, many buyers adopted a wait-and-see
approach or were busy managing their current

portfolios though the storm. In addition, it became
somewhat impossible to produce sound asset
valuations, especially where Royal Institute of
Chartered Surveyors (RICS) ‘red book’ valuations
are used and even now, where lockdowns are
started to being lifted, many investors are still in
a price discovery phase.
What is becoming clear though, is that the crisis
polarises European markets further. While the yields
for extremely secure locations and tenants (‘prime’)
have remained largely stable, there are increasing
reports of discounts for less prized locations or
locations with higher risks on the tenant side,
especially for some retail assets. Financing costs for
less secure products have also increased significantly.
Despite the uncertainties currently facing real estate
investors in the face of the enormous economic crisis
in terms of sectors, markets, tenants and financing, we
believe that real estate as an asset class will remain
very popular, given low interest rates/bond yields and
the high volumes of ‘dry powder’. It should also be
noted that investors were not idle during the lockdown
phases and that there were conversations and that
desktop analysis of transactions were conducted. As
such, we expect that, after a phase of price discovery,
an assessment of the overall economic fallout and the
individual risk of investments, activity on the
transaction markets should pick up again in late
summer.
By then however, issues such as the relationship
between the US and China, the US presidential election
and a possible ‘hard Brexit’ will concern many
investors.
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Important information
This material is for professional investors or advisers only.
It is not to be provided to retail clients.
Investment involves risks. Past performance is not a guide to
future performance and may not be repeated. The value of
investments and the income from them may go down as well
as up and investors may not get back the amount originally
invested. Exchange rate changes may cause the value of any
overseas investments to rise or fall.
Schroders has expressed its own views in this material and
these may change without notice. While the information
contained in this material has been sourced by Schroders and
is believed by Schroders to be accurate and complete, such
information should be independently verified by the recipient
before use. This material is intended to be for information
purposes only and is not intended as promotional material
in any respect. The material is not intended as an offer or
solicitation for the purchase or sale of any financial–product.
The material is not intended to provide, and should not be
relied on as, accounting, legal or tax advice, or investment
recommendations. Information contained in this material is
believed to be reliable but neither Schroders nor any entities

within the Schroders group nor any of their officers or
employees warrants its completeness or accuracy (each a
Schroder Entity). Insofar as liability under relevant laws cannot
be excluded, no Schroder Entity accepts any liability for any
error or omission in this material or for any resulting loss or
damage (whether direct, indirect, consequential or otherwise).
Reliance should not be placed on this material when making
individual investment and/or strategic decisions.
The forecasts included should not be relied upon, are not
guaranteed and are provided only as at the date of issue.
Forecasts are based on Schroders’ own assumptions which
may change. Schroders accepts no responsibility for any errors
of fact or opinion and assume no obligation to notify you of
any changes. Forecasts and assumptions may be affected by
external economic or other factors. This material has not been
reviewed by the regulators. Not all strategies are available in
all jurisdictions.
This document may contain ‘forward-looking’ information,
such as forecasts or projections. Please note that any such
information is not a guarantee of any future performance
and there is no assurance that any forecast or projection will
be realised. Schroders may record and monitor telephone calls
for security, training and compliance purposes. 462802.

Covid-19 crisis polarizes European investment markets further – July 2020

3

For readers/viewers in Argentina: Schroder Investment
Management S.A., Ing. Enrique Butty 220, Piso 12, C1001AFB –
Buenos Aires, Argentina. Registered/Company Number 15.
Registered as Distributor of Investment Funds with the CNV
(Comisión Nacional de Valores). Nota para los lectores en
Argentina: Schroder Investment Management S.A., Ing.
Enrique Butty 220, Piso 12, C1001AFB – Buenos Aires,
Argentina. Inscripto en el Registro de Agentes de Colocación
y Distribución de PIC de FCI de la Comisión Nacional de
Valores con el número 15.
For readers/viewers in Australia: Issued by Schroder
Investment Management Australia Limited Level 20, Angel
Place, 123 Pitt Street, Sydney NSW 2000 Australia ABN 22 000
443 274, AFSL 226473.
For readers/viewers in Brazil: Schroder Investment
Management Brasil Ltda., Rua Joaquim Floriano, 100 – cj. 142
Itaim Bibi, São Paulo, 04534-000 Brasil. Registered/Company
Number 92.886.662/0001-29. Authorised as an asset manager
by the Securities and Exchange Commission of Brazil/Comissão
de Valores Mobiliários (‘CVM’) according to the Declaratory Act
number 6816.
For readers/viewers in the European Union/European
Economic Area: Schroders will be a data controller in respect of
your personal data. For information on how Schroders might
process your personal data, please view our Privacy Policy
available at www.schroders.com/en/privacy-policy or on request
should you not have access to this webpage. Issued by Schroder
Investment Management (Europe) S.A., 5, rue Höhenhof, L-1736
Senningerberg, Luxembourg. Registered No. B 37.799.
Note to readers/viewers in Hong Kong S.A.R.: Issued by
Schroder Investment Management (Hong Kong) Limited. Level
33, Two Pacific Place, 88 Queensway, Hong Kong. This material
has not been reviewed by the Securities and Futures
Commission.
Note to readers/viewers in Indonesia: Issued by PT Schroder
Investment Management Indonesia Indonesia Stock Exchange
Building Tower 1, 30th Floor, Jalan Jend. Sudirman Kav 52-53
Jakarta 12190 Indonesia PT Schroder Investment Management
Indonesia is licensed as an Investment Manager and regulated
by the Indonesian Financial Services Authority (OJK).This
material has not been reviewed by the OJK.
Note to readers/viewers in Japan: Issued by Schroder
Investment Management (Japan) Limited 21st Floor,
Marunouchi Trust Tower Main, 1-8-3 Marunouchi, Chiyoda-Ku,
Tokyo 100-0005, Japan Registered as a Financial Instruments
Business Operator regulated by the Financial Services Agency of
Japan (‘FSA’). Kanto Local Finance Bureau (FIBO) No. 90 This
material has not been reviewed by the FSA.
Note to readers/viewers in Singapore: For Accredited and or
Institutional Clients only, where appropriate Issued by Schroder
Investment Management (Singapore) Ltd (Co. Reg. No.
199201080H) 138 Market Street #23-01 CapitaGreen, Singapore
048946. This advertisement or publication has not been
reviewed by the Monetary Authority of Singapore.
Note to readers/viewers in South Korea: Issued by Schroders
Korea Limitedn26th Floor, 136, Sejong-daero, (Taepyeongno 1ga, Seoul Finance Center), Jung-gu, Seoul 100-768, South Korea .
Registered and regulated by Financial Supervisory Service of
Korea (‘FSS’)This material has not been reviewed by the FSS.

Note to readers/viewers in Taiwan: Issued by Schroder
Investment Management (Taiwan) Limited 9F., No. 108, Sec. 5,
Xinyi Road, Xinyi District, Taipei 11047, Taiwan. Tel +886 2 27221868 Schroder Investment Management (Taiwan) Limited is
independently operated. This material has not been reviewed by
the regulators.
Note to readers/viewers in Thailand: This presentation has
not been approved by the Securities and Exchange Commission
which takes no responsibility for its contents. No offer to the
public to purchase any fund will be made in Thailand and this
presentation is intended to be read for information only and
must not be passed to, issued to, or shown to the public
generally. Schroder Investment Management (Singapore) Ltd
does not have any intention to solicit you for any investment or
subscription in any fund and any such solicitation or marketing
will be made by an entity permitted by applicable laws and
regulations.
Note to readers/viewers in Malaysia: This presentation has
not been approved by the Securities Commission Malaysia
which takes no responsibility for its contents. No offer to the
public to purchase any fund will be made in Malaysia and this
presentation is intended to be read for information only and
must not be passed to, issued to, or shown to the public
generally. Schroder Investment Management (Singapore) Ltd
does not have any intention to solicit you for any investment or
subscription in any fund and any such solicitation or marketing
will be made by an entity permitted by applicable laws and
regulations.
For readers/viewers in the People’s Republic of China: Issued
by Schroder Investment Management (Shanghai) Co., Ltd. Unit
33T52A, 33F Shanghai World Financial Center, 100 Century
Avenue, Pudong New Area, Shanghai, China, AMAC registration
NO. P1066560. Regulated by Asset Management Association of
China (‘AMAC’) This material has not been reviewed by the
AMAC.
For readers/viewers in the United Arab Emirates: Schroder
Investment Management Limited, located on 1st Floor, Gate
Village Six, Dubai International Financial Centre, PO Box 506612
Dubai, United Arab Emirates. Regulated by the Dubai Financial
Services Authority. This document is not subject to any form of
regulation or approval by the DFSA. The DFSA has no
responsibility for reviewing or verifying any Prospectus or other
documents in connection with this Fund. Accordingly, the DFSA
has not approved any associated documents nor taken any
steps to verify the information set out in the Prospectus for the
fund, and has no responsibility for it. This document is intended
to be for information purposes only and it is not intended as
promotional material in any respect. This document is intended
for professional investors only as defined by the DFSA rules
which can be accessed from their website www.dfsa.ae.
For readers/viewers in the United Kingdom: Schroders will be
a data controller in respect of your personal data. For
information on how Schroders might process your personal
data, please view our Privacy Policy available at
www.schroders.com/en/ privacy-policy or on request should you
not have access to this webpage. Issued by Schroder
Investment Management Limited, 1 London Wall Place, London
EC2Y 5AU. Registered Number 1893220 England. Authorised
and regulated by the Financial Conduct Authority. UK000747.

For readers/viewers in Switzerland: Issued by Schroder
Investment Management (Switzerland) AG, Central 2, CH-8001
Zürich, Postfach 1820, CH–8021 Zürich, Switzerland. Enterprise
identification number (UID) CHE-101.447.114. Authorised and
regulated by the Swiss Financial Market Supervisory Authority
(FINMA).
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