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Foreword

2018 is shaping up to be another buoyant year for the European real estate market. There’re 
notable areas of growth to highlight, including a rise in Asian investments in Europe; and the 
resurgence of opportunities to invest in real estate within both the Iberian  
region and the Nordics. 

A change in the Capital Gains Tax regime announced by Chancellor Philip Hammond will level 
the playing field for UK and non-UK based investors in both residential and commercial real 
estate. The UK continues to be seen as a refuge by real estate investors, despite Brexit related 
market jitters, yet many investors are concerned about the impact that the new tax will have on 
margins when it’s introduced in April 2019.

The German market also remains strong overall and the uncertainty created by a potential 
change in political leadership is now resolved. Although a possible change in German Real Estate 
Transfer Tax (RETT) rules is mooted, only a small proportion of investors believe this will dampen 
down significant investment opportunities in Germany.

Artificial intelligence (AI) is likely to see an increase in interest in the European real estate market 
in 2018 and beyond. Investors believe that AI will be widely deployed across the industry in the 
short to medium term and that huge cost savings plus a reduction in time consuming manual 
tasks will ensue as a result. However, many real estate professionals remain wedded to traditional 
working methods, believing that AI still needs to be fully tried and tested.

Growth in key markets across Europe, underpinned by the accelerated change to operational 
processes enabled by AI, will ensure that the robust conditions enjoyed by the real estate 
industry in the first quarter of 2018 will continue for the rest of the year. 

Uncertainty created by known changes to regulations not yet fully implemented, along with 
political change, means that we should always be prepared for the unexpected, but many of the 
bumps in the road highlighted in last year’s report are now safely navigated.

Paul Lawrence 
Global Head of Fund Services 
Intertrust



Germany

 
Demand continues to outpace supply in the German real estate 
market. Its ‘safe haven’ reputation attracts a global investor base 
for whom stability is equally prized as capital and rental growth.  
Nevertheless, investors have been delighted by some recent stellar 
returns such as the sale of Tower 185 in Frankfurt, one of the biggest 
office success stories in German history, which was bought for 775 
million euros having doubled in value in four years.

Key findings

Outlook
There is every reason to be cheerful about the prospects for German 
real estate in 2018.  The market remains strong overall and it is little 
surprise that most investors plan to maintain or increase their allocations.   
Germany is one of the key beneficiaries of the urbanisation story, 
attracting large investment flows into ‘winning cities’ such as Berlin and 
Munich.  It also has plenty of opportunities to invest in surging sectors 
such as advanced warehouse and distribution facilities.  

The main challenge to 
the growth of German 
real estate in the next 
12 – 24 months are 

interest rate rises (23%), 
stretched valuations and 

political risk (16%) 

Continued economic 
growth, rental growth 
and niche sectors such 

as hotels and Brexit 
are the key drivers 

encouraging real estate 
investment in Germany

Despite a largely optimistic outlook, there are some challenges 
that lie ahead for the German real estate market. Concerns about 
interest rate rises, stretched valuations and too much competition 
for assets fuel investor caution. Although a potential change in 
German Real Estate Transfer Tax (RETT) rules is mooted, only a small 
proportion of investors believe this will impede the growth of the 
German real estate market over the next 12 – 24 months.

Of these a third 
(36%) plan to 
increase their 

exposure  

Three-quarters (74%) of 
investors in German real 

estate plan to maintain or 
increase their exposure in 

the next 12 months

Our research reveals whether investors plan to increase their 
allocations to German real estate and what the key challenges and 
drivers are over the next two years.  Investors who are nervously 
looking for signs of an end to the current cycle have little to draw 
from currently but remain aware of the factors that could bring 
about an abrupt reversal of fortune. 

74%
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One of the most encouraging stories in European real estate since the 
global financial crisis is the return to favour of the Iberian market.  Driven 
by a fast-recovering economy, both Spain and Portugal are now on the 
radar of a much broader group of investors. While Spain grabs most of 
the attention, foreign buyers are also investing in Portuguese real estate 
and it is set to attract a record-breaking 3 billion euros this year up from 
1.9 billion euros in 2017, according to JLL.

Key findings

Outlook
Although there are concerns about political uncertainty in Spain, 
driven by the Catalonian crisis, investors are convinced that there 
are strong opportunities to acquire assets with attractive valuations 
in the next 12 – 24 months. 

Other drivers in the region include rental growth, cities such as 
Barcelona and Madrid benefiting from urbanisation, ‘surging’ sectors 

87%

such as advanced warehouse and distribution facilities and the 
growth of former niche sectors like student housing and hotels. 
However, competition for these assets is already hot and there is 
an insufficient supply of developed land ready for construction. 
This, coupled with a shortage of core assets mean the Iberian real 
estate market faces supply restrictions that will mitigate its growth 
potential over the longer term. 

Iberia

Our research reveals investor sentiment towards Iberian real estate; 
why has it become so attractive and what are the key challenges it 
faces?  Will overseas investors’ attention stay focused on Iberia over 
the longer term or has it reached its peak? 

Investors believe that the key 
drivers that will encourage real 
estate investment in Iberia will 

be continued economic growth 
(37%), rental growth (17%) and 

niche sectors such as hotels (14%)

The biggest challenges to the 
growth of the Iberian real estate 

investment is political risk, say 43% 
of respondents followed by too 
much competition (24%) and a 
shortage of core assets (16%)

Of these, 46% plan 
to increase their 

exposure

87% of investors in 
Iberian real estate plan 
to increase or maintain 
their allocation in the 

next 12 months
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The Nordic real estate market has attracted record levels of overseas 
investment capital in recent years, driven by the region’s strong 
economies, low interest rates and minimal inflationary pressure.  
The Nordics are politically stable too, compared to markets such as 
France, Germany and the Netherlands, which have had to deal with 
growing populism.  According to research by Catella, Finland and 
Denmark attracted the largest proportion of foreign capital relative 
to total capital invested in 2017, followed by Norway and Sweden.

Key findings

82% of investors in Nordic real estate 
plan to maintain or increase their 
allocation in the next 12 months

Outlook
There is little sign that overseas investors’ enthusiasm for Nordic real 
estate is dampening; our research suggests quite the opposite with over 
eight in ten aiming to maintain or increase their allocations over 2018.  

The reasons for this are not difficult to establish; a tight commercial and 
residential sector with supply/demand imbalances should support these 
countries’ real-estate valuations in the longer term.  

The key driver encouraging 
further investment in the Nordics 

is continued economic growth 
followed by rental growth

The biggest challenge to the growth 
of real estate investment in the 
Nordics is a rise in interest rates 
(cited by 32% of respondents), 
followed by stretched valuations 

(22%) and a turn in the cycle (18%)

Investors do have some concerns about the impact of interest 
rate rises and that valuations are somewhat stretched.  Regarding 
the former, interest rises in line with Fed and ECB hikes are widely 
mooted over 2018 but these are likely to be modest in scale 
and the risk of any significant negative impact on real estate is 
considered minimal.   

The Nordics

But with political risk having subsided with the election of centrist 
governments in France and the Netherlands, will the Nordics 
continue to remain as attractive for foreign investors?   Our research 
reveals the answer to this and highlights the key drivers and 
challenges investors believe will impact the performance of this 
popular market.

82%
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Asian investment in  
European Real Estate

2017 was noted for record-breaking volumes of Asian capital 
pouring into Europe’s commercial real estate markets in Europe.  
While China remained the largest investor, South Korea and 
Singapore have been increasingly active and the choice of assets 
has become more diverse, both by geography and sector. 

Key findings

The majority (67%) of respondents 
believe the volume of Asian investor 

capital entering the European real 
estate market will increase over the 

next two years. Just 7% think it will fall.

Outlook
Europe will continue to be a favoured destination by Asian 
investors, at least in the short term, and despite persistent 
uncertainty about Brexit the UK will retain its position as the 
top market, no doubt benefiting from its liquidity, legal and tax 
systems and language.  The extent to which the Nordics and 
DACH region close the gap on the UK will be a key trend to 
watch over the next two years.

Europe’s ‘safe haven’ status, the continued 
search for yield and the continued high 

demand among non-banks such as Asian 
Sovereign Wealth Funds are the top three 
drivers for the continued growth in Asian 

capital into European real estate

56% say the UK will see the biggest 
increase in Asian capital flows, 

followed by the Nordics (48%) and 
the DACH (Germany, Austria and 

Switzerland) region (37%).

If European real estate continues to ride a cycle that has pushed valuations 
to record highs, Asian investors will face stiff competition for assets from 
other buyers, particularly those from the US and Europe.  As investors look 
beyond traditional assets in search of higher yields niche sectors such as 
logistics will continue to be highly prized.  Asian demand is welcome news 
for investors looking to sell assets but less welcome for those looking to 
extend their exposure to bricks and mortar.   

Will this trend continue in 2018 and beyond? Which European countries 
will see the biggest inflows of Asian investment and what are the drivers that 
are encouraging Asian investors to target European real estate? Is the UK’s 
tortuous exit from the European Union shifting Asian appetite towards other 
countries? Our research with real estate professionals unveils the answers.

56%

48%

37%67%
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Artificial Intelligence and  
the Real Estate Market

The use of Artificial Intelligence (AI) in the real estate sector has 
become an increasingly hot topic.  Some commentators have 
suggested it could fundamentally transform many aspects of real estate 
investment management process, from machine-reading documents 
to automatically routing correspondence to the right person. 

But do real estate investment professionals believe the time is right 
to embrace AI and are they able to do so?  What are the resource 
implications both from a tech and human perspective? Our research 
indicates that while the majority welcome the introduction of AI, there 
are still some barriers to overcome before it’s widely adopted.

Key findings

42% of respondents believe the 
use of AI will be widely adopted in 
commercial real estate investment 

processes by 2020 and 64.5% 
believe it will be by 2022

Outlook
Most investors are bullish about the future of AI in real estate and 
most think it will be widely deployed in the short to medium term.  
While sentiment is largely positive, there is notable concern about the 
distancing effect it could have between investors and decision-making 
process.  Moreover, respondents are undecided whether it will result in 
job losses or more optimistically an upskilling of the workforce, or both.  

Leading benefits of using AI 
in real estate investment are 

performance measurement, cost 
savings and a reduction of time-

consuming manual tasks

34% say AI will improve 
investors’ ability to make better, 

more informed decisions 

Professionals estimate that up to an eighth (12.8%) of 
front and back office jobs could be at risk through AI by 
2022 but a fifth believe there will be no job losses as 

people will be moved to higher skilled roles

33% of respondents think there is a lack 
of investment in AI and a further 33% say 

the technology isn’t yet ready for use in 
the real estate industry

Yet several important obstacles remain in the way of AI’s widescale 
use not least a lack of investment and confidence that it has been 
fully tested.  Real estate investors have enjoyed considerable success 
based on traditional working methods so it’s no surprise there will 
be resistance to change.  As innovators and early adopters prove the 
investment case, the majority will surely follow.
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Capital Gains Tax for non-residents 
on disposals of UK property

In Autumn 2017, Chancellor Philip Hammond announced that from 
April 2019, non-resident investors will pay Capital Gains Tax (CGT) on 
disposals of all types of UK real estate, extending rules that currently 
apply to residential property only. The rule changes are designed to 
create a single regime for disposals of commercial and residential real 
estate and a level playing field for UK and non-UK based investors.

Key findings

Insight
Investors are clearly concerned about the effect this will potentially 
have on the market, particularly the amount of transaction costs they 
will have to incur for restructuring their interests.  That almost a third of 
investors said they will have to alter their structures because of these 
changes reflects the scale of its impact.  Given the complexities involved, 
there’s little surprise that such a high proportion have taken advice or 
plan to do so over the coming months. 

32% say they will 
have to alter their 

structures in the wake 
of these tax changes

22% have either 
already consulted,  
or plan to consult, 

with advisers on how 
to manage the change

With 40% of investors having maintained or increased their 
allocations to UK property over the last 12 months, the UK has 
continued to be one of the most popular destinations for overseas 
capital.  Whether the UK’s reputation stays as attractive over the 
next year remains to be seen.  This change to CGT is just one more 
area of uncertainty in a market already exposed to the unknown 
outcomes of Brexit.  

57% say that their biggest 
concern with the new CGT 

rules for non-UK based 
investors is ‘transaction 
costs for restructuring’

61% of real estate 
investment professionals 

are either concerned or very 
concerned about the impact 

of the new regime on 
taxing gains made by non-
residents on UK property

The new rules will have the effect of reducing the incentive 
currently in place for multinational groups to hold UK property 
through offshore structures, often in low tax or no tax jurisdictions.  
Our research reveals investor sentiment towards these important 
changes and the action they’re taking to address them.
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Methodology

Research was carried out in February 2018 by Citigate Dewe Rogerson on behalf 
of Intertrust using data from Preqin.  Responses were gathered from real estate 
investors from the UK, Continental Europe, Asia and the Middle East.

About Intertrust

Intertrust is a leading global, high-value fund, trust and corporate services provider, 
headquartered in Amsterdam, with 2,500 employees located throughout a network 
of 39 offices in 28 jurisdictions across the globe. We have expertise in all asset 
classes including: real estate, private debt, private equity, infrastructure, hedge and 
venture capital.  The structures and systems we implement can help you meet your 
regulatory and reporting obligations with confidence.  Our client list includes some 
of the largest and most experienced fund managers in the world, as well as some 
of the most dynamic and skilful venture capital groups.

Regulatory information is detailed on 
intertrustgroup.com/legalnotice 
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