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1 / Executive Summary 

A few key themes have been persistent globally. First, global economic growth has been slowing for approximately a year, 
although we do not anticipate a recession in the near term. Despite slower economic growth, the labor market has been 
strong, with unemployment close to record lows in many major economies. Second, interest rates have been low, and we 
forecast a lower for longer scenario going forward, which will likely be supportive of real estate. Central banks globally are 
adopting a more dovish tone, with few concerns about an overheating economy. Third, geopolitical risks persist, such as the 
US-China trade issue and Brexit, although some positive developments have emerged. The US and China have reached a 
Phase 1 agreement, which has helped to ease some concerns. Meanwhile, the results of the December U.K. general election 
helped to reduce the likelihood of a no-deal Brexit. We see the impact on core real estate to be limited. 

The recent outbreak of the coronavirus has caused concern in the markets. We expect financial markets and economic growth 
to be burdened by the coronavirus news in the short term; however, current data is insufficient to make reliable forecasts. Any 
short-term impact is likely more significant within China, but due to the travel restrictions in China, regional tourism and 
hospitality-related sectors, including high-street retail, will likely be affected. This is especially the case in Hong Kong and 
other countries like Japan, South Korea, Thailand and Singapore, given the high flow of Chinese tourists. 

Global real estate had another solid year, with the Global Real Estate Fund Index (GREFI) returning 6.3% in local currency 
for the year ending September 30, 2019. While returns have moderated, and equities and fixed income outperformed global 
real estate over the past year,1 we believe real estate will probably compare favorably going forward. The 10-year Treasury 
yield is now not expected to materially exceed 2.0% for the rest of this cycle, and real 10-year Treasury yields are not expected 
to be materially above 0%. Going forward, we anticipate moderate economic growth, muted inflation and continued low interest 
rates for the countries we cover, which should continue to support real estate returns. Our CIO Office expects limited returns 
for equities in the next 12 months as valuations appear to be full in an environment of slower earnings growth. Fixed income 
returns are also forecasted to be low; the 10-year Treasury yield is forecasted to be 1.85% at year-end 2020, not too different 
from year-end 2019. Direct real estate investments tend to have longer hold periods than a year; we are forecasting aggregate 
5-year global real estate returns to be 2.7%-6.5% per annum.  

We believe real estate will probably continue to perform well over the next few years for several reasons. First, despite slowing 
global growth and end of cycle fears, labor markets in many core markets globally are healthy, with low unemployment and 
good wage growth. Despite low population growth in Europe, urbanization has helped to boost real estate returns in some 
core European markets. Second, real estate screens as an attractive asset class in a world of negative sovereign bond yields; 
initial yield spreads to sovereign bond yields averaged 3.09% globally in 2019, 91 bps above the 20-year average. Third, 
construction activity remained fairly disciplined in the aggregate and we see supply being limited due to factors such as rising 
construction costs. We recognize that there are pockets of higher vacancy such as Chicago and Seoul offices, but the issue 
is not systemic. Fourth, leverage remains low for real estate funds; global fund leverage stood at 22.1% as of September 30, 
2019 according to the GREFI.  

By sector, two key global trends that have been playing out are strong industrial returns, as well as weak – and sometimes 
negative – retail returns. Industrial property-level returns were 13.4% year-over-year in the U.S. as of December 31, 2019. 
Industrial returns are forecasted to come in at 7.0% in Europe in 2019, and 8.5% in Asia Pacific.2 E-commerce continues to 
be a key structural driver for industrial real estate and we favor urban or last-mile logistics even more. In contrast, retail real 
estate has delivered weak performance and in some cases, such as for B-malls in the U.S., appraisal revaluations have been 
 
1 The Bloomberg Barclays Fixed Income Global Aggregate Index returned 6.8% year-over-year as of December 31, 2019 and the MSCI World Equities Index 
returned 27.7% 
2 RREEF Management L.L.C forecasts. 
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severely negative. We caution that it is easy to paint retail with a broad brush but the sector is diverse. We are less enthusiastic 
for discretionary retail such as shopping centers in Europe and malls in the U.S., but we are supportive of certain necessity-
based retail such as grocery-anchored shopping centers in some markets in Florida, the Carolinas and Texas.  

Another key real estate theme globally is our focus on more regional markets and overlooked sectors. In the U.S., migration 
into more cost-effective business-friendly markets in the Southeast and Texas has made markets such as Austin, Houston, 
Miami and Raleigh more attractive for real estate institutional investors. In Europe, Central European markets such as Warsaw 
offer wider yields compared to core markets like Berlin. In Asia Pacific, we see opportunity in regional Japanese markets such 
as offices in Osaka, Fukuoka and Nagoya, as yields are wider compared to in Tokyo. We also see more opportunity in student 
housing in the U.S. and Europe and residential in Europe, where supply falls short of demand. 

 

Source: RREEF Management L.L.C as of February 2020 
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2 / Year in Review 

Global real estate produced solid returns over the past year, with the Global Real Estate Fund Index (GREFI) returning 
6.3% in local currency for the year-ending September 30, 2019,3 led by the Asia Pacific region at 7.9% and followed by 
Europe at 6.2%. GREFI returns are at the fund level, which includes the effects of leverage, fees and cash balances. While 
global real estate returns have been moderating (see Exhibit 1), they are still compare well against many fixed income asset 
classes, especially in a world of negative yields for some sovereign bonds.4 

Equities and fixed income produced great returns during 2019: world equities returned 27.7% after high volatility at the end 
of 20185 and global fixed income returned 6.8%6. World equities rallied to new highs, fueled by persistently low interest 
rates, easing trade war tensions and receding recessionary fears. Fixed income markets benefitted from continued rate cuts 
as central banks were in easing mode throughout 2019. Falling interest rates during 2019 were positive for real estate 
valuations. 

EXHIBIT 1: GREFI DATA SHOWS OUTPERFORMANCE OF ASIA PACIFIC CORE FUNDS VS. EUROPEAN AND U.S. CORE FUNDS 

 
Sources: ANREV, INREV, NCREIF, As of September 30, 2019. (Latest data available)  
Note: Returns are at the fund level and includes the effects of leverage, fees and cash balances. Past performance is not indicative of future results.  

 

Occupier Fundamentals 

Global real estate fundamentals seem to be in good shape, with vacancies at record low levels in most markets across all 
three regions. Following a period of strong jobs growth and modest development, vacancy across all three regions are near 
20-year lows for the industrial and apartment sectors, and below 20-year averages for the office sector. In contrast, higher 
vacancy in retail reflects the structural headwinds from the growth in e-commerce. Indeed, retail conditions deteriorated in 
many European markets, Australia, and for U.S. malls.  

 
3 ANREV, INREV and NCREIF 
4 The 10-year Bund yield was -0.251% as of January 21, 2020 
5 MSCI World Equities Index, which subsequently returned 27.7% year-over-year as of December 2019 
6 Bloomberg Barclays Fixed Income Global Aggregate Index, which subsequently returned 6.8% year-over-year as of December 31, 2019  
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EXHIBIT 2: VACANCY RATES GLOBALLY ARE CLOSE TO ALL-TIME LOWS 

 

Source: RREEF Management L.L.C. As of December 2019. 
Note: The long-term average for U.S. vacancy data is 31 years (from Q1 1988 to Q3 2019), European vacancy data is 20 years for office (1999-2018), 10 years 
for logistics (2009-2018) and 11 years for shopping centers (2008-2018), and Asia Pacific office data is 19 years (from 2000 to Q4 2019). 

 

Macroeconomic Implications for Real Estate 

We noted in prior Strategic Outlooks that there are four “killers” of a real estate cycle: rising “real” or inflation-adjusted rates, 
high supply, excess lending activity and economic recessions. We see lower recession risks today as economic growth is 
moderate and central banks around the world have adopted a more dovish tone. However, if a recession did occur, we 
believe the the real estate impact would probably be limited, especially when compared to past cycles.  

EXHIBIT 3: FORECASTED REAL SOVEREIGN BOND YIELDS BY COUNTRY REMAIN BELOW HISTORICAL AVERAGES FOR MANY 
ECONOMIES (10-YEAR SOVEREIGN YIELD MINUS INFLATION) 

 

Source: RREEF Management L.L.C, Oxford Economics. As of December 2019. 
Sorted by region and alphabetically by country.  
Note: Forecasts are not reliable indicators of future returns. No assurance can be given that any forecast or target will be achieved. Forecasts are based on 
assumptions, estimates, opinions, models and analysis which may prove to be incorrect. 
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Interest rates have remained persistently low. Real 10-year yields (10-year sovereign bond yields minus inflation) have 
remained fairly low for a number of the markets we cover. Many European markets and certain Asia Pacific markets may 
remain well below average, while the U.S. is expected to remain close to its long-term average. The effects of “lower-for-
longer” interest rates are twofold. First, already-low cap rates may compress even further, as cap rate spreads over 
sovereign bond yields remain wide, thus supporting real estate returns. Second, lower interest rates go hand-in-hand with 
lower inflation, which means property investors may experience less rent growth in markets with balanced supply and 
demand pressures. 

Construction or new supply has been relatively muted in many markets in this cycle. In the U.S., construction as a percentage 
of GDP was 0.9% in September 2019, in-line with the 20-year average. In Europe office construction starts were 2.1% of stock 
as of 3Q 2019, slightly higher than the historical average of 1.9%, but still below the cycle high of 3.2% in December 2007.7 
However, we note that there are some markets with high amounts of new construction, such as in Guangzhou, China where 
office inventory growth is expected to be 64.0% over the next five years. Also, the retail sector stands out as a property sector 
with excess supply in some markets due to structural headwinds and tenancy issues, which have led to higher vacancy, 
especially for lower quality malls and non-necessity retail. 

Leverage remains in check this cycle for real estate funds. According to the GREFI Index, the average leverage for real 
estate funds globally was 22.1%, with the figure sitting at 19.7% for core funds globally.  

Capital Markets 

The weight of capital targeting core real estate globally continued to be healthy over the past year and cap rates for office, 
industrial and apartments moved slightly lower or stayed flat across all three regions.8 Retail sector cap rates, however, 
expanded slightly.8 U.S. commercial real estate transactions totaled $570 million,8 down only 2% year-over-year. Mortgage 
rates for commercial and multifamily properties declined from 5.3% in December 2018 to 3.9% in October 2019,9 further 
supporting transaction activity. Cap rates declined marginally for office, industrial and apartment properties but expanded for 
retail properties.8 While we do not forecast further cap rate compression over the next year, we suspect that there could be 
further downward pressure given the limited supply of core properties. In Europe, investment volumes during the first three 
quarters of the year totaled EUR 189.3 million, down 6.8% year-over-year. However, we expect the full year total to be still 
above the 10-year average. Private equity fundraising for European-focused real estate funds was above EUR 25 billion for 
the sixth year in a row,10 and German open-ended funds are on course for their strongest net inflows since 2003.11 Asia 
Pacific commercial real estate transaction activity totaled USD$ 609.4 million for the first three quarters of the year, down 
4.4% year-over-year, but still on-track to beat the 10-year average.8 Cap rates moved 13 bps lower for Asia Pacific office 
properties, and 20.8 bps lower for industrial properties. 8 

The following exhibit shows current yield spreads compared to historical averages, arranged by the difference in current and 
historical average initial yield spreads. In many instances, initial yield spreads are still above historical averages. Globally, 
the average yield spread to sovereign bond yields was 3.09%, 91 bps above the 20-year average. Therefore, even with 
some yield expansion and slight increase in interest rates, there would still be some room above long-term averages. 

 
7 PMA 
8 Real Capital Analytics, November 2019 
9 Federal Reserve 
10 Preqin, December 2019. 
11 BVI, December 2019. 



Global Real Estate Strategic Outlook February 2020 

Past performance is not indicative of future returns. No assurance can be given that investment objectives will be achieved. Forecasts are based 
on assumptions, estimates, opinions, and hypothetical models or analysis which may prove to be incorrect. This information is for informational 
purposes and should not be construed as a recommendation, offer or solicitation.                8 

EXHIBIT 4: INITIAL YIELD SPREADS FOR MANY COUNTRIES ARE ABOVE THEIR 20-YEAR AVERAGE 

 
Sources: RREEF Management L.L.C. As of January 2020. Initial yield spreads for each market based on equal-weighted city and sector returns.  
Sorted by difference between 2019 initial yield spreads and historical averages. 
Note: Past Performance and forecasts are not reliable indicators of future returns. No assurance can be given that any forecast or target will be achieved. 
Forecasts are based on assumptions, estimates, opinions, models and analysis which may prove to be incorrect. 

 

Asia Pacific 

Asia Pacific macroeconomic conditions experienced a synchronized slowdown in 2019 amid headwinds driven partially by 
declining regional trade flows, due to heightened trade tensions and China’s economic slowdown. Regional growth is being 
supported by expansionary fiscal policies and stable labor market conditions, with unemployment rates remaining at multi-
year lows across the region. Central banks in the region continue to adopt an easing bias to support domestic demand, 
especially as inflation remains low. Further rate cuts are expected in Australia and South Korea. 

EXHIBIT 5: POLICY RATES IN MAJOR GLOBAL ECONOMIES 

 
*Based on the Singapore domestic interbank overnight rate 
Sources: RREEF Management L.L.C, Oxford Economics, Bloomberg. As of December 2019. 
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The coronavirus outbreak which started at year-end 2019 in Wuhan, China, has caused concerns and volatility in the 
financial markets. Since mid-January, when reports of the coronavirus intensified, through the end of January, the S&P 500 
declined 0.9%,12 the Shanghai Composite Index declined 3.7%12 and the 10-year Treasury yield declined from 1.82% to 
1.56%.12 Clearly, concerns about the coronavirus are causing a risk-off sentiment. Any near-term economic impact is likely 
more significant within China, where GDP growth could potentially decline to 4% annualized rate in the first quarter of 2020 
on the back of lower travel and consumption spending, before recovering in subsequent periods.13 Meanwhile, it remains 
too early to assess the resulting impact on the Asia Pacific real estate sector, though rising travel restrictions imposed on 
Chinese tourists will likely negatively impact reginal tourism and hospitality-related sectors including high-street retail. This is 
especially the case in Hong Kong and countries like Japan, South Korea, Thailand and Singapore, given the high flow of 
Chinese tourists. 

Real estate performance for much of the Asia Pacific region remains healthy due to strong capital markets and stable 
occupier fundamentals. The weight of capital targeting quality assets contributed to further cap rate compression in key core 
markets such as in Tokyo and Sydney, although it was less pronounced compared to earlier years. The gateway cities of 
Singapore, Sydney and Melbourne led office rental growth in the region, underpinned by stable occupier demand and 
limited new supply. Overall office sector performance was mixed in 2019, however, as some occupiers grew cautious over 
increasing economic uncertainties. For the 12-month period ending September 30, 2019, office rental growth in Singapore, 
Sydney, and Melbourne was among the strongest in the region. Vacancy rates are at some of the lowest levels in Tokyo 
and Osaka, ranging from 1.6% to 2.3%14. On the other hand, weak occupier sentiment in China due to the slowing economy 
and trade uncertainties played a major role in driving rental declines in the Tier 1 cities of Beijing, Shanghai and Guangzhou.  

Prime logistics space continues to see healthy take-up driven by e-commerce and third party logistics providers, resulting in 
positive rental growth trends across the region. The availability of prime development land and quality modern warehousing 
facilities is critical for logistics markets undergoing modernization changes coupled with rising domestic consumption, 
particularly for locations such as Seoul and Tier-1 cities in China, where a majority of warehouse stock is older and 
obsolete. Logistics demand in Southeast Asia is increasing due to a rapidly rising middle class population and increasing 
smartphone adoption, which drives e-commerce. Singapore logistics benefits as it serves as a regional packaging and 
distribution hub.  

On the other side of the coin, the rise in e-commerce has helped to redefine the retail landscape in Asia Pacific where the 
trend is broadly down. Retail rent growth has been weak in the major markets. In Australia, retail rent growth has been 
negative since 201315 due to slower consumption and wage growth as well as the rise of e-commerce. In Hong Kong, retail 
rent growth is projected to be weak at 0.5% in 2019, mostly driven by the political unrest in the city-state. Other markets in 
the Asia Pacific region such as in Singapore and China have showed similarly anemic retail rental growth in recent years. 
The only somewhat bright spot we see is in Japan, where retail rent growth was quite good at 3.3% in 2018 and 2019.16 In 
fact, we see opportunity in high street retail in Osaka, which benefits from high tourist footfall and good local catchment, 

 
12 Bloomberg 
13 Oxford Economics. Full year 2020 China GDP growth is forecasted to be 5.4% as of February 3, 2020. 
14 Miki Shoji 
15 Colliers 
16 Japan Council of Shopping Centers 
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although the coronavirus impact will likely be a negative factor. For more information, please refer to our Asia Pacific Real 
Estate Strategic Outlook January 2020. 

Europe 

The European economy has slowed over the past 18 months and growth has fallen to its lowest level since the Eurozone 
crisis. However, it is important to not overstate this weakness: this is not a recession. Growth is still positive and the job 
market remains tight. Over the next five years, European GDP growth is forecast to average around 1.5% per annum, about 
30 bps below the 10-year average. Nevertheless, there are differences across the region. For example, in our opinion the 
Polish economy is set to perform well above the European average over the coming five years.17 In addition, almost all of 
the major cities in Europe are forecast to see population and employment growth well above the European average which is 
consistent with an ongoing urbanization trend. Cities like London and Stockholm are expected to perform in-line with fast-
growing cities in Asia Pacific such as Sydney and Kuala Lumpur. The ECB has remained accommodative and continues its 
loose monetary policy. We expect the 10-year German Bund, often used as the Eurozone benchmark, to remain anchored 
below 1% for much of the first half of this decade, which should also keep real estate yields low. 

EXHIBIT 6: PAN-EUROPEAN PRIME YIELD OUTLOOK BY SECTOR (%) 

 
Source: RREEF Management L.L.C, PMA, Cushman & Wakefield. December 2019. Past performance is not a reliable indicator of future returns. No assurance 
can be given that any forecast will materialse. 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. 

 
The European real estate market is in good shape with a strong occupier market and robust investment activity. Vacancy is 
well below historical averages in most cases, with many major cities recording shortages of good quality stock outside of the 
retail sector. One factor supporting the market is the relative lack of new space coming online. Developers are taking a more 
cautious approach this time and net completions are still well below their previous peak.18 The office sector has benefitted 
from a period of strong office-using employment growth, together with relatively modest construction activity, pushing down 
vacancy to an 18-year low,19 which has significantly boosted rents. Prime rent growth across Europe has averaged close to 
4.0% over the past five years, more than double the rate of the previous five.20 Growth has been fairly widespread, although 
the German markets, Central Europe and Southern Europe, together with Amsterdam, have been notable outperformers of 
late. Growth has also returned to Central London, although further uncertainty in 2020 may delay momentum.  

 
17 Oxford Economics 
18 Office completion data from PMA (historical) and DWS (forecast). European average since 1999 is 1.3%, and forecasted average during 2020-2024 is 1.2%.  
19 Pan-European vacancy rate was 6.5% as of December 2019 according to PMA and DWS. 
20 PMA 
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Logistics occupancy went through a sustained period of increase between 2009 and 2016, but as construction volumes 
have caught up with demand, the pan-European vacancy rate has stabilized, although it is still close to an all-time low. E-
commerce continues to be a strong driver in our opinion, although worries over global trade have caused demand to slow 
slightly. There has also been a rise in speculative construction activity. However, logistics prime rental growth is still high, 
hitting a record 4.1% in the third quarter of 2019. 

The retail sector continues to worsen, with vacancy steadily increasing over the past decade and currently sitting at a record 
high of 8.7% as of 3Q 2019.21 Shopping center rent growth dipped into negative territory in 2019 (-1.0% according to 
Cushman & Wakefield) for the first time in five years. Only shopping centers in Central and Southern Europe are still seeing 
prime rents grow. Demand for private residential space remains strong, driven by the continuing urbanization trend, inflated 
house prices and stable homeownership rates. Population inflows will probably continue in the continent’s major cities such 
as in London and Berlin. At the same time, the development of new housing seems fairly modest. For more details, please 
refer to our European Real Estate Strategic Outlook January 2020. 

United States 

The U.S. economy remains solid, with low unemployment, positive wage growth and steady GDP growth, despite trade 
disputes having weighed on exports and business sentiment. Interest rates continue to be low, especially as the Fed has 
adopted a more dovish stance. We expect one more rate cut during 2020. The backdrop of a tight labor market, rising 
wages and low interest rates should underpin housing and consumer spending, sustaining occupational demand for real 
estate. We do not expect a recession, but if one were to occur, property demand would surely be dented. However, relative 
to past cycles, we believe U.S. real estate appears to be well-positioned to withstand adverse economic pressures thanks to 
a moderate supply pipeline, reasonable valuations relative to interest rates, and manageable debt burdens. 

U.S. real estate produced returns of 6.4% year-over-year as of 4Q 2019 according to the NCREIF Property Index. 
Fundamentals were stalwart with vacancies near a 30-year low and net operating income increasing 5% year-over-year. 
However, the gap between the industrial and retail sectors reached its widest level in 25 years, with industrial returning 
13.4% year-over-year and retail returning 1.9% year-over-year as of 4Q 2019. As in the other regions, the industrial sector 
continues to benefit from the structural growth in e-commerce while the retail sector, especially properties with exposure to 
discretionary retail, suffers from this structural shift. Indeed, vacancies at malls, hard-hit by store closures amid relentless e-
commerce growth, nearly doubled since 2015 to 10.9% in the fourth quarter.22 Mall cash flows slumped, dragging down 
retail NOI growth.  

Industrial fundamentals continue to be solid, with e-commerce growth showing no signs of abating and suppliers continuing 
to scramble to assemble the logistical capacity to provide same day delivery. However, net absorption in 2019 ran 10-15% 
below 2018 levels due to payback from efforts in 2018 to front-run import tariffs. The West region and New York/New Jersey 
are clear outperformers and they have experienced the greatest rent growth with persistent demand and also have greater 
land constraints. Conversely, lower-barrier markets such as Chicago, Harrisburg and Houston have seen rent growth 
momentum fade with supply competition.  

Apartment fundamentals remain healthy as demand continues to outpace inventory growth, with construction delays helping 
to set a more gradual pace of deliveries. Total returns for the apartment sector were 5.5% year-over-year as of 4Q 2019, 
according to the NCREIF Property Index (NPI). Outperformance was noted in the Western and Southeastern metros such 
as Riverside, Phoenix, Tampa and Austin, whereas performance lagged in Midwest and Northeast markets such as 
 
21 PMA 
22 NCREIF 
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Chicago, New York and Philadelphia. The office sector continued to be healthy in 2019 as vacancy rates in RREEF America 
L.L.C’’ 21 Investable Markets continued to tighten in the first three quarters of 2019, averaging more than 150 basis points 
below their 20-year historical average23. Markets with high exposure to tech (San Francisco, San Jose, Seattle and Austin) 
are recording some of the lowest office vacancy rates across the nation. Occupancy gains were driven by technology firms, 
finance and co-working, capturing more than 40% of the total leasing activity in 2019. Tech-centric markets in the San 
Francisco Bay Area, Austin and Boston have been the best performers over the past year, followed by regional markets like 
Atlanta, Charlotte and Phoenix. For more details, please refer to our U.S. Real Estate Strategic Outlook January 2020.  

EXHIBIT 7: NCREIF PROPERTY INDEX (NPI) TOTAL RETURNS 

 
Past performance is not an indicator of future results.  Some of the above information is a forecast or projection.  Any projections are based on a number of 
assumptions as to market conditions and there can be no guarantee that any projected results will be achieved. 
Source: NCREIF. As of December 2019. 
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3 / Global Real Estate Total Returns Outlook 

After producing solid returns over the past decade since the global financial crisis, we expect global real estate returns to 
moderate but still be competitive with the traditional asset classes of equities and fixed income. On aggregate, we expect 
global real estate to produce returns of 4.5% annually over the next five years (2020-2024), ranging from 2.7% for retail and 
6.5% for industrial. Total returns will likely be driven mostly by income returns as we expect cap rate compression to be 
limited over the five year period. By region, we expect Asia Pacific to be the top performer as we forecast total returns to be 
5.3% per annum, driven by returns in Australia (6.5%), Japan (5.7%), and Singapore (6.0%). The U.S. is forecasted to 
produce annual returns of 5.1% over the same period, mostly driven by the industrial sector (+6.8%). Lastly, Europe is 
forecasted to deliver returns of 3.5% per annum; returns are being dragged down by the retail sector as shopping center 
performance is expected to be an anemic 0.5% annually. The European industrial sector is still expected to perform well 
with total returns forecasted to be 6.1% per annum over the next five years, not too far behind the industrial sectors in Asia 
Pacific and the U.S. The dispersion of returns is forecasted to be quite wide, and market and sector selection will 
increasingly matter. 

EXHIBIT 8: AVERAGE ANNUALIZED 5-YR FORECAST RETURNS BY COUNTRY AND SECTOR (2020-2024F) 

 
Sources: RREEF Management L.L.C. As of January 2020. Total returns for each market based on cap-weight sector returns. Forecasts are based on 
assumptions, estimates, opinions, models and analysis which may prove to be incorrect. Red bars highlight regional returns. 
Notes: F = forecast. Past Performance and forecasts are not reliable indicators of future returns. No assurance can be given that any forecast or target will be 
achieved. Forecasts are based on assumptions, estimates, opinions, models and analysis which may prove to be incorrect. 
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Top Global Cities 

We have selected a few top global cities to highlight total return expectations. These markets have been selected based on 
estimated market size, transaction volume, and investor interest.  

EXHIBIT 9: 5-YEAR TOTAL RETURN FORECAST BY CITY AND SECTOR (2020-2024F) 

 
Sources: RREEF Management L.L.C As of January 2020. Sorted by RREEF Management L.L.C’s estimated market size. 
Notes: F = forecast. Past Performance and forecasts are not reliable indicators of future returns. No assurance can be given that any forecast or target will be 
achieved. Forecasts are based on assumptions, estimates, opinions, models and analysis which may prove to be incorrect. 

 
As in our analysis by country, industrial is forecasted to be the top performing sector for most of the cities we highlight in the 
chart above. Conversely, retail is forecasted to be the worst performing sector. The industrial sector is forecasted to produce 
returns of above 6.0% over the next five years in key U.S. markets such as New York, San Francisco and Los Angeles as 
demand is expected to persist and land constraints will limit potential supply. Atlanta and Dallas are markets with fewer 
supply constraints but with good population and job growth and are forecasted to deliver returns of >7% over the next five 
years. European industrial is expected to be attractive in Paris, Amsterdam and Warsaw, with forecasted total returns of 
5.8%-6.3%. Industrial returns in Asia Pacific markets are expected to be the most attractive out of the three regions, with 
Seoul forecasted to produce total returns of 7.8%, Singapore at 7.9% and Sydney at 8.1%. 

As for the office sector, London screens as being attractive. Once Brexit uncertainty disappears, investor interest will likely 
be renewed and there is an opportunity to take advantage of the current wider cap rates compared to other core European 
markets such as Berlin (4.0% cap rate in London vs. 2.8% in Berlin). London office total returns are forecasted to be 6.5% 
over the next five years. Markets with good exposure to tech such as San Francisco and Seattle are expected to do well 
with total returns forecasted to be ~6%. Some core markets such as New York, Berlin, Frankfurt and Stockholm are 
forecasted to produce subpar returns of 2.0-3.6% as yields have been driven down so low over the past few years and we 
do not expect more meaningful yield compression going forward. In Asia Pacific, Sydney and Osaka are forecasted to 
deliver returns close to 8% due to healthy leasing demand, record low vacancies and in Osaka and wider initial yields. Hong 
Kong is an idiosyncratic case where ongoing political unrest is the major cause for our low return forecast.  

The retail sector is forecasted to produce weak returns on aggregate. We are forecasting low retail returns in Europe due to 
weak fundamentals in shopping centers as vacancies rise, rents weaken, and yields increase. For example, we forecast 
Paris shopping center yields to expand by more than 160 bps from 2018 to 2024 and rent growth to be negative through 
2023. However, there are a few bright spots. In the U.S., grocery-anchored shopping centers are still performing well, with 
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the best centers still attracting healthy institutional investor interest. We forecast returns in Atlanta to be 5.7% and Seattle at 
5.0%.   

The residential sector is forecasted to produce relatively good returns for many European markets. We forecast strong 
residential total returns for Paris (6.4%), Warsaw (9.0%) and Madrid (6.0%) as supply-demand imbalances persist. We 
expect further institutionalization of the European residential market which should drive down yields in the short term. In the 
U.S., gateway markets such as New York and San Francisco are expected to produce weak returns as yields have been 
driven down over the past few years and rent growth is forecasted to be weak. U.S. regional markets such as Austin, 
Riverside and Orlando (not featured in exhibit 9) are expected to outperform.  

Asia Pacific 

We forecast Asia Pacific real estate to produce aggregate unlevered property-level returns of 4.8%-6.4% over the next five 
years, led by the industrial sector at 6.4%, followed by office at 5.2% and retail at 4.8%. We forecast core Australian and 
Japanese cities to yield relatively good risk adjusted returns, particularly for office assets, although we recognize that there 
is a large amount of domestic and foreign capital seeking deals in the core cities. We see regional Japanese markets such 
as Osaka, Nagoya and Fukuoka as being attractive due to their wider initial yield spreads to sovereign bond yields and 
limited supply. Singapore offices and business parks are currently benefitting from a mid-cycle rental recovery following 
improved leasing demand from financial and business services occupiers and limited supply.  

EXHIBIT 10: ASIA PACIFIC DISPERSION OF RETURNS (5-YEAR TOTAL RETURN FORECAST, NET OF CAPITAL COSTS, 2020-
2024F) 

 
Sources: RREEF Management L.L.C. As of January 2020.  
Notes: F = forecast. Past Performance and forecasts are not reliable indicators of future returns. No assurance can be given that any forecast or target will be 
achieved. Forecasts are based on assumptions, estimates, opinions, models and analysis which may prove to be incorrect. 
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We forecast European real estate to produce unlevered property-level returns of 0.5%-6.1%, led by industrial at 6.1%, 
followed by residential at 4.3%, office at 4.2%, and lastly, retail at 0.5%. Over the next five years, we expect prime rental 
growth to average +1.5% per annum for office, +2.1% for logistics, +2.5% for residential, and -1.2% for shopping centers. 
While rent levels are expected to grow, fewer new jobs and more developments will slow the pace from the mid-2020s. 
Initial yields for prime assets may have fallen to new record lows but with cuts to global interest rates and renewed 
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quantitative easing in the Eurozone, negative or low sovereign bond yields and record high levels of dry powder, we expect 
prime real estate yields to fall further over the coming two years. We forecast prime office, logistics and residential yields to 
end 2024 lower than they are today, and therefore, the next five years should deliver capital growth and attractive total 
returns.  

EXHIBIT 11: EUROPEAN DISPERSION OF RETURNS (5-YEAR TOTAL RETURN FORECAST, NET OF CAPITAL COSTS, 2020-2024F) 

 
Sources: RREEF Management L.L.C. As of January 2020.  
Notes: F = forecast. Past Performance and forecasts are not reliable indicators of future returns. No assurance can be given that any forecast or target will be 
achieved. Forecasts are based on assumptions, estimates, opinions, models and analysis which may prove to be incorrect. 

 

United States 

We forecast 5-year total returns in the U.S. to be 4.1% - 6.8%, led by the industrial sector at 6.8%, followed by office and 
apartments at 4.9%, and lastly retail at 4.1%. We expect total returns to be driven by net operating income (NOI) growth, 
which will likely result in wider dispersion of real estate performance across sectors. Overall supply should be constrained, 
and therefore we expect vacancy rates to remain historically low, which should promote steady NOI growth. We are 
overweight on the industrial sector and expect that more supply-constrained coastal cities (e.g. Seattle, San Francisco, Los 
Angeles, and New York) will probably continue to outperform. We are cautious on the office sector due to constraints on 
future job creation amid low unemployment, an aging workforce, and more restrictive immigration policies. The office sector 
inherently has more volatility compared to other property types, which is something we are cautious about as we move into 
the later stages of the cycle. Even so, we favor several dynamic markets with good population and job growth and a 
business friendly climate such as Los Angeles, Seattle and Austin. Apartment fundamentals are expected to continue to 
remain healthy and we favor segments facing less near-term supply pressures (well-located, garden-style product) and 
markets with strong population growth (e.g. Phoenix, Atlanta, and Florida). In retail, we favor well-located neighborhood and 
community centers with a good necessity-based tenant mix. While we expect dominant, class A, trophy malls will probably 
survive, the cost of re-tenanting defunct stores to create experience-rich environments may drag on investment 
performance.  
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EXHIBIT 12: U.S. DISPERSION OF RETURNS (5-YEAR TOTAL RETURN FORECAST, NET OF CAPITAL COSTS, 2020-2024F) 

 
Sources: RREEF Management L.L.C. As of January 2020.  
Notes: F = forecast. Past Performance and forecasts are not reliable indicators of future returns. No assurance can be given that any forecast or target will be 
achieved. Forecasts are based on assumptions, estimates, opinions, models and analysis which may prove to be incorrect. 
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4 / Investment Strategies  

Our global investment strategies for 2020 center on four key themes: (1) the industrial sector is expected to provide more 
opportunities due to e-commerce drivers; (2) the residential sector will probably continue to be favored in Europe and the 
U.S.; (3) regional markets and emerging locations in core cities in our opinion will be more in focus, and (4) there may be 
select active management/value add opportunities. 

We believe that we are in the later innings of the economic cycle. Global growth is slowing and inflation is expected to be 
muted. Consequently, interest rates are forecasted to be low over the next several years. Given the macroeconomic 
environment, our global investment strategy favors a more defensive approach as we recognize that future total returns will 
likely be driven primarily by income returns rather than capital appreciation. Across all three regions, we see more 
opportunity in the industrial sector due to the structural shift driven by e-commerce growth. There is more room for growth in 
e-commerce and we believe this creates stable demand for industrial assets. We favor the office sector less given higher 
volatility and the sector’s sensitivity to economic growth. Unemployment is at record lows in many markets that we cover, 
and therefore we see limited upside for office employment growth. Residential is good for the later stages of the cycle, 
where we sit today. In Europe, we see supply and demand imbalances in many core markets where supply constraints have 
been leading to good rent growth such as in Paris and Madrid. In the U.S., we favor well-located, garden-style apartments 
with less near-term supply pressure and markets with good population growth such as Phoenix, Atlanta and Florida. Retail 
seems to be the least favored sector due to the structural shift caused by e-commerce. Our view on retail is most punitive in 
Europe where we have revised down shopping center rental growth expectations and have rated most retail markets as 
Underweight. In Asia Pacific, we still have a positive view on Tokyo and Seoul retail, but recognize that the overall trend is 
down in the region. In the U.S., we are only positive on well-located necessity-oriented centers in regional markets such as 
Atlanta, Charlotte, Nashville and Tampa.  

Another common investment strategy across all three regions is the prevalence of regional markets and emerging locations. 
We see many regional markets benefitting from strong long-term demand drivers. In the U.S., structural shifts such as 
stronger population growth in regional markets in the Southeast, Texas and the West due to lower taxes and affordability is 
partly driving our more positive total return outlook in these regional markets. In Asia Pacific, regional Japanese cities such 
as Fukuoka and Nagoya office can provide some of the best yield spreads in the region and supply is limited over the next 
two years. Similarly, in Brisbane, higher income yields combined with improving occupier demand and receding office 
supply provide the potential for market-driven returns. In Europe, we see opportunities in emerging locations within major 
cities, where investors can benefit from infrastructure improvements to realize higher total returns.  

Given the late cycle backdrop, we are less positive on value-add strategies. Value-add strategies tend to be higher risk 
which would work better early in the economic cycle, and less so towards the end of the economic cycle when returns tend 
to be lower for the amount of risk taken as economic growth slows. However, we still see a few opportunities for value-add 
or active management strategies, especially in Europe and in Asia Pacific. Existing European office assets can be 
repositioned in markets with low vacancy and potential for rental uplift such as in Stockholm. In Asia Pacific, investors with 
higher risk appetites could consider opportunities in key cities in mature North Asian and Australian markets by taking on 
leasing risks for vacant office properties or repositioning older but well-located properties. We also see forward 
commitments as attractive for select markets in Asia Pacific, such as for the logistics sectors in South Korea and China 
where demand is strong but access to modern logistics stock is limited as a majority of existing stock is old and obsolete. In 
the U.S., industrial real estate investors should be selective on development or redevelopment opportunities as supply risks 
have risen in some markets; the demand/supply ratios are more favorable in New York/New Jersey, South Florida, Southern 
California, San Francisco Bay Area, Seattle and Portland. For more information on our strategies by region, please refer to 
our regional strategic outlooks which were published in January 2020. 
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EXHIBIT 13: DWS INVESTMENT STRATEGY BY REGION AND SECTOR 
 U.S. Europe Asia Pacific 
Industrial − Gateway markets should perform well 

in the near term, e.g. New York, Los 
Angeles, Seattle and Oakland. While 
development pipelines have 
increased, demand has also been 
strong, keeping vacancy rates low. 

− Regional markets with strong 
economies, technology drivers, and 
healthy housing markets should 
perform well, e.g. Portland, San Diego, 
Denver, San Jose/San Francisco, 
Miami/Ft. Lauderdale, Charlotte and 
Orlando 

− Multi-tenant small bay and light 
industrial can perform well in gateway 
and strong regional markets. 

− More cautious on class A bulk 
warehouse, only target core 
submarkets with higher land values 
and where in-place rents are below 
current market levels. 

− Focus on urban logistics, which are 
likely in the inner ring closer to 
consumer markets, with multiple 
end-users & land use competition. 
Urban logistics facilities tend to be 
smaller, e.g. Dagenham near 
London, Mariendorf near Berlin and 
Gennevilliers near Paris. 

− Urban logistics rent growth can be 
double that of non-urban logistics. 

− Metropolitan logistics, which is on 
the outer ring of large metropolitan 
areas. Limited land use competition, 
typically serving 3PL, retailer and 
parcel sortation with larger 
requirements (e.g. Dartford near 
London and Roissy near Paris). 

− Multi-nodal logistics with excellent 
accessibility between a number of 
towns and cities, e.g. Rhine-Ruhr, 
North West U.K. and Randstad. 

− High income yields and forecasted 
total returns supported by favorable 
demographic dynamics, rising e-
commerce and limited speculative 
build. Favored markets in our 
opinion are in Japan, South Korea, 
Singapore and Australia. 

− Forward commitment or build-to-
core strategies in South Korea and 
China due to strong demand, with 
majority of stock being older and 
obsolete. 

Office − Target supply-constrained regional 
metros, particularly Sunbelt markets 
such as Austin, Atlanta, and Charlotte. 
These are late cycle metros with 
strong demographics and office-using 
employment prospects, as well as 
affordable business & housing costs. 

− Focus on markets with technology and 
life sciences industries with strong 
well-educated workforce as these 
factors will likely help drive returns in 
the long run, e.g. Boston, Seattle, San 
Francisco and Austin. New York may 
benefit from this dynamic, but there 
are issues such as the lagging 
financial sector. 

− High density prime suburban office 
nodes, e.g. Northwest Austin and 
Cambridge, Massachussets.  

− Active management in markets with 
low vacancy and potential to mark 
rents to market at a much higher 
level, e.g. Stockholm.  

− UK: Pricing may have over-
corrected and the gap in yields 
between London and other 
European core markets has 
widened. Focus on high quality 
assets. 

− Emerging locations in major cities. 
− Central European markets (e.g. 

Warsaw) can potentially offer bigger 
yield declines as yields are still 100 
bps above core European markets.  

− Office in Sydney, Melbourne, and 
Osaka due to high transaction 
liquidity and consistent corporate 
occupier demand. 

− Regional Japanese cities such as 
Fukuoka, Nagoya and Osaka in our 
opinion have the potential to provide 
higher entry yields. Rent growth is 
supported by historically low 
vacancy rates and limited supply. 
Borrowing costs are low and can 
boost total returns. Brisbane is 
another regional market with higher 
entry yields and receding supply. 

− Singapore office going through a 
cyclical rental recovery as supply 
pressures diminish over the next few 
years. 

Retail − Favor class A neighborhood and 
community centers anchored by the 
area’s top traditional or specialty 
grocer.  

− Selective for power centers, target 
assets that are anchored by good 
omnichannel retailers. Potential 
tactical income play due to higher 
going-in yields. 

− Reduce exposure to structurally 
weak assets in declining markets 
may still support long term portfolio 
performance 

− Large, well-established factory 
outlets with high sales densities 

− Oversold markets such as the U.K. 
are creating distressed conditions, 
increasing the likelihood that good 
quality assets become oversold. 

− High street retail in Osaka supported 
by high tourist footfall or local 
catchment, supporting sales of 
luxury brands.  

− Active asset management or 
repositioning of older but well-
located high street or neighborhood 
retail in Japan, South Korea and 
Australia 

Residential − Surburban markets look attractive due 
to limited construction coupled with 
increasing demand for more space 
from ageing millenials. Criteria include 
high-rated school systems, proximity 
to employment, public transit, and a 
highly-amenitized town center. 

− Student housing has the potential to 
provide more steady cash flow in late 
cycle environment.  

− Urban core is expected to 
underperform in the near term due to 
robust supply pipelines of class A, 
luxury high-rise apartments. 

− Markets with strong demand 
fundamentals such as Madrid, 
Dublin, Paris and Copenhagen, and 
southern Germany. 

− Well-connected suburban locations 
with access to fast growing but 
expensive cities such as London, 
Munich or Barcelona. Affordability 
constraints in downtown locations 
add to this trend. 

− Japan seems to be the only country 
in the region with a mature, sizeable 
and institutional residential market. 

− Tokyo leasing demand looks to be 
supported by elevated condo prices 
and healthy migration to urban 
areas. Returns primarily driven by 
income returns, and total returns 
forecasted to be <6% per annum. 

Source: RREEF Management L.L.C. 
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5 / Global Portfolio Allocation Positioning  
This section provides a generalized framework for international investing relative to an investors’ local returns and the 
purchasing power of their home currency. This provides a disciplined approach to identify regions, markets and property 
sectors that may complement domestic portfolios and can either improve performance, reduce risk, or provide 
diversification.  

The following table is generated from our previously published regional forecasts and hedging costs based on five-year 
currency swap spreads. There is no guarantee the forecasts will materialize. This analysis takes into account our expected 
returns, correlations, and potential currency hedging costs, but does not incorporate taxes.  

We consider possible investment opportunities across specific countries as a means to help develop a global approach, 
which may also be able to minimize hedging costs and currency drag by establishing a portfolio that is also diversified by 
currencies. Those that adopt a longer investment horizon can expect to minimize currency fluctuations, thereby limiting the 
need for complex hedging overlays. 

EXHIBIT 14: DOMESTIC VS. HEDGED EXPECTED REAL ESTATE TOTAL RETURNS (2020-2024) 
 

      Hedged Country Level Returns 

Investor 
Domicile 

5-
Year 
Rate 
Swap 

Home 
Country 
Return 

Australia Japan Korea China Germany Swiss United 
Kingdom France Netherlands Spain Italy United 

States 

Australia 0.8% 6.5% 6.5% 6.5% 6.4% 3.8% 3.6% 1.6% 5.7% 4.5% 4.7% 5.2% 3.7% 4.5% 
AUD 

Japan 0.0% 5.7% 5.7% 5.7% 5.6% 3.0% 2.8% 0.8% 4.9% 3.7% 3.9% 4.4% 2.9% 3.7% 
JPY 

South 
Korea 0.8% 6.4% 6.5% 6.5% 6.4% 3.8% 3.6% 1.6% 5.7% 4.5% 4.7% 5.2% 3.7% 4.5% 

KRW 

China 2.8% 5.8% 8.6% 8.5% 8.4% 5.8% 5.6% 3.6% 7.7% 6.5% 6.7% 7.2% 5.8% 6.5% 
CNY 

Germany -0.3% 2.5% 5.5% 5.4% 5.3% 2.8% 2.5% 0.5% 4.6% 3.4% 3.6% 4.1% 2.7% 3.4% 
EUR 

Swiss -0.6% 0.2% 5.2% 5.1% 5.0% 2.5% 2.2% 0.2% 4.3% 3.1% 3.3% 3.8% 2.3% 3.1% 
CHF 

UK 0.7% 5.6% 6.4% 6.4% 6.3% 3.7% 3.5% 1.5% 5.6% 4.4% 4.6% 5.1% 3.6% 4.4% 
GBP 

US 1.4% 5.1% 7.1% 7.1% 7.0% 4.4% 4.2% 2.2% 6.3% 5.1% 5.3% 5.8% 4.3% 5.1% 
USD 

Local Currency Return 6.5% 5.7% 6.4% 5.8% 2.5% 0.2% 5.6% 3.4% 3.6% 4.1% 2.7% 5.1% 
Source: RREEF Management L.L.C, Bloomberg. As of January 30, 2020. No assurance can be given that any forecast or target will be achived. Forcasts are based on assumptions, 
estimates, opinions, models and analysis, which may prove incorrect. Note: Total returns for each market based on market-cap weighted sector returns. Green shading indicates hedged 
returns that are  more than 100 bps above the home country return, yellow shading indicates hedged returns that are within a 100 bps range of the home country return and red shading 
indicates hedged returns are that more than 100 bps below the home country return. We have assumed that for each investor, the allocation to their home country is accounted for in their 
domestic real estate portfolio. Therefore the weighted-average return to the home cluster excludes the home country return. Note: Total returns for each market based on market-cap 
weighted sector returns. Green shading indicates hedged returns that are  more than 100 bps above the home country return, yellow shading indicates hedged returns that are within a 
100 bps range of the home country return and red shading indicates hedged returns are that more than 100 bps below the home country return. We have assumed that for each investor, 
the allocation to their home country is accounted for in their domestic real estate portfolio. Therefore the weighted-average return to the home cluster excludes the home country return. 
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EXHIBIT 15: CURRENCY HEDGING COST OF CARRY 

    Currency of Investment Destination 

Investor 
Domicile 

5-Year Interest 
Rate Swap 
(Jan-2020) 

AUD JPY KRW CNY EUR CHF GBP USD 

Australia 0.75%   0.8% 0.0% -2.1% 1.0% 1.4% 0.1% -0.6% 

Japan -0.04% -0.8%   -0.8% -2.9% 0.2% 0.6% -0.7% -1.4% 

Korea 0.76% 0.0% 0.8%   -2.1% 1.0% 1.4% 0.1% -0.6% 

China 2.81% 2.1% 2.9% 2.1%   3.1% 3.4% 2.1% 1.4% 

Germany -0.28% -1.0% -0.2% -1.0% -3.1%   0.3% -1.0% -1.6% 

Switzerland -0.62% -1.4% -0.6% -1.4% -3.4% -0.3%   -1.3% -2.0% 

UK 0.68% -0.1% 0.7% -0.1% -2.1% 1.0% 1.3%   -0.7% 

US 1.37% 0.6% 1.4% 0.6% -1.4% 1.6% 2.0% 0.7%   

Sources: Bloomberg, RREEF Management L.L.C. As of January 30, 2020. 

 
We have chosen to use the 5-year swap rate here to reflect a reasonable hold period for real estate assets. The most 
notable change since August 2019 is that swap rates globally have moved marginally higher by 10-30 bps as sentiment has 
improved and fears of a global recession subsided. Nevertheless, global swap rates remain low and there has been little 
change in hedging gains/losses.  

Generally, investors based in the U.S. and Asia Pacific (other than Japan) benefit from a hedging gain when investing in 
European countries and Japan. Conversely, investors based in Europe and Japan would experience a hedging loss when 
investing in the U.S. and most Asia Pacific countries. 

From a diversification standpoint, hedged returns are relatively low for most countries. Correlations for unhedged returns are 
even lower, but investors would be exposed to currency volatility. Ideally, investors would want to deploy capital into 
countries with low correlations of returns to their home country. The following correlation table should aid in an investor’s 
decision making process. 

EXHIBIT 16: COUNTRY RETURN CORRELATIONS 
  
   Investment Destination 

  
1999 - 
20181 Australia Japan South 

Korea China Germany Swiss U.K. France Neth 
erland Spain Italy U.S 

  Australia 1.00                       
  Japan 0.68 1.00                     

  
South 
Korea 0.53 0.62 1.00                   

Investor China 0.24 0.30 0.71 1.00                 
Domicile Germany 0.41 0.37 0.08 -0.11 1.00               

 Swiss 0.47 0.12 0.34 0.21 0.15 1.00             
 U.K. 0.46 0.43 0.42 0.25 0.23 0.57 1.00           

  France 0.75 0.27 0.16 0.01 0.55 0.64 0.51 1.00         
  Netherland 0.73 0.61 0.28 -0.03 0.72 0.19 0.44 0.63 1.00       
  Spain 0.75 0.56 0.16 -0.13 0.50 0.46 0.63 0.79 0.80 1.00     

  Italy 0.62 0.38 0.10 -0.19 0.46 0.55 0.23 0.70 0.60 0.70 1.00   
  U.S 0.84 0.65 0.67 0.31 0.40 0.52 0.55 0.65 0.61 0.69 0.45 1.00 

Source: RREEF Management L.L.C. As of January 2020. 
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Using forecasted hedged returns and country correlations, we have come up with a shortlist of investment destinations for 
investors domiciled in the following countries.  

 
EXHIBIT 17: FAVORED INVESTMENT DESTINATIONS BY INVESTOR DOMICILE 

Investor Domicile Recommended Investment Destinations Currency Hedging Gain/Loss 
Australia Countries: United Kingdom, European countries, Japan, 

South Korea, U.S. 
Example target markets: Industrial in Manchester, 
Berlin, Frankfurt, Warsaw, Miami, and New York/NJ.  
Office in London, regional Japanese cities such as 
Nagoya and Fukuoka, Seoul, Singapore and Portugal. 
Residential in Tokyo, Dublin, Paris, and Madrid. 

Currency hedging gain of 80-100 bps 

Japan Countries: Australia, South Korea, European markets 
Example target markets: Industrial in Perth, Adelaide, 
Berlin, Frankfurt, Dublin, and Lyon. Office in the UK, 
Sydney, Melbourne, and Seoul. Residential in 
Barcelona, Warsaw, Lyon, Paris and Copenhagen. 

Currency hedging gain into Europe. 
Currency hedging loss elsewhere. 

South Korea Countries: United Kingdom, Germany, France, 
Netherlands, Spain, Portugal 
Example target markets: Industrial in Berlin, Dusseldorf, 
Munich, London, Edinburgh, and Dublin. Office in 
London. Residential in Madrid, Dublin, and Paris.  

Currency hedging gain of 10 bps (UK) 
to 100 bps (Europe) 

Germany Countries: United Kingdom, other European countries, 
Australia, Japan, South Korea, United States. 
Example target markets: Industrial in London, 
Birmingham, Manchester, Perth, Sydney, Melbourne, 
Tokyo, Seoul, Miami, New York/NJ, Orlando and 
Seattle. Office in London, Warsaw, Sydney, Melbourne, 
Seoul, and Atlanta. Residential in Tokyo, Copenhagen, 
and Orlando.  

Currency hedging loss of 100 bps in 
Australia, 20 bps in Japan, 100 bps in 
the U.K. and 160 bps in the U.S. 

Switzerland Countries: Germany, Netherlands, Portugal, Singapore, 
South Korea, Japan. 
Example target markets: Industrial in Singapore, Berlin, 
Frankfurt, Dusseldorf, Dublin, Amsterdam, and Seoul. 
Office in Osaka, Nagoya, and Fukuoka and Seoul. 
Residential in Dublin and Copenhagen. 

Currency hedging loss of 30-200 bps 

United States Countries: United Kingdom, Europe, Japan, and South 
Korea  
Example target markets: Industrial in London, 
Manchester, Lile, Lyon, Singapore, Berlin, and Paris. 
Office in London, Paris, Madrid, Barcelona, and Lisbon. 
Residential in Spain, Japan, Dublin, Lyon and Paris.  

Currency hedging gain of 70-160 bps 

Source: RREEF Management L.L.C 

 
No assurance can be given that any forecast or target will be achieved. Foreasts are based on assumptions, estimates, 
opinions, models and analysis, which may prove to be incorrect.  
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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.  

DWS represents the asset management activities conducted by DWS Group GmbH & Co. KGaA or any of its subsidiaries. In 
the U.S., DWS relates to the asset management activities of RREEF America L.L.C.; in Germany: DWS Grundbesitz GmbH, 
DWS Real Estate GmbH, and DWS Alternatives GmbH ; in Australia: DWS Investments Australia Limited (ABN 52 074 599 
401) an Australian financial services incense holder; in Japan: DWS Investments Japan Limited; in Hong Kong: Deutsche 
Bank Aktiengesellschaft, Hong Kong Branch (for direct real estate business), and DWS Investments Hong Kong Limited (for 
real estate securities business); in Singapore: DWS Investments Singapore Limited (Company Reg. No. 198701485N); in the 
United Kingdom: Deutsche Alternative Asset Management (UK) Limited, DWS Alternatives Global Limited and DWS 
Investments UK Limited; and in Denmark, Finland, Norway and Sweden: DWS Investments UK Limited and DWS Alternatives 
Global Limited; in addition to other regional entities in the Deutsche Bank Group. Key DWS research personnel are voting 
members of various investment committees. Members of the investment committees vote with respect to underlying 
investments and/or transactions and certain other matters subjected to a vote of such investment committee. The views 
expressed in this document have been approved by the responsible portfolio management team and real estate committee 
and may not necessarily be the views of any other division within DWS. 
 
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 
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− 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. 
 
Any forecasts provided herein are based upon DWS’s opinion of the market at this date and are subject to change dependent 
on the market. Past performance or any prediction, projection or forecast on the economy or markets is not indicative of future 
performance. 
 
In Australia: Issued by DWS Investments Australia Limited (ABN 52 074 599 401), holder of an Australian Financial Services 
License (AFSL 499 640). This information is only available to persons who are professional, sophisticated, or wholesale 
investors as defined under section 761 G of the Corporations Act 2001 (Cth). The information provided is not to be construed 
as investment, legal or tax advice and any recipient should take their own investment, legal and tax advice before investing. 
DWS Investments Australia Limited is an asset management subsidiary of DWS Group GmbH & CO. KGaA (“DWS Group”). 
The capital value of and performance of an investment is not in any way guaranteed by DWS Group, DWS Investments 
Australia Limited or any other member of the DWS Group. Any forecasts provided herein are based upon our opinion of the 
market as at this date and are subject to change, dependent on future changes in the market. Any prediction, projection or 
forecast on the economy, stock market, bond market or the economic trends of the markets is not necessarily indicative of 
the future or likely performance. Investments are subject to investment risk, including possible delays in repayment and loss 
of income and principal invested. DWS Investments Australia Limited is not an Authorised Deposit-taking Institution under the 
Banking Act 1959 nor regulated by APRA. 
 
In Israel: RREEF Americas L.L.C is not a holder of a license granted in Israel pursuant to the Regulation of Investment 
Advising, Investment Marketing and Portfolio Management Law, 1995 (“the Investment Law”) and does not hold the insurance 
coverage required of a licensee pursuant to the Investment Law. 
 
This document and any information provided by DWS in relation to the contents thereof will not under any circumstances be 
deemed investment “advice” (as such term is defined in the Investment Law). DWS is acting as a “marketing agent” (as such 
term is defined in the Investment Law) and any use of the word “advice” or any derivative thereof in this document should not 
be taken to mean that DWS is offering “advice” as such term is defined in the Investment Law. 
The transaction or investment described in this document (“the investment”) may have been produced or issued by DWS or 
by a third party. In either case, in the event that a client of DWS enters into the investment, DWS may receive a financial 
benefit that is separate from, and in addition to, any fee, commission or other payment (if any) made to it by the client.  
DWS has chosen to market the investment because DWS receives certain benefits when one of its clients invests in the 
investment. Other similar transactions or investment opportunities to which DWS has no connection, may also be available 
however DWS has chosen not to market these. 
 
This document may not be reproduced or used for any other purpose, nor be furnished to any other person other than those 
to whom copies have been sent.  
 
This document has been prepared exclusively for Qualified Clients as such term is defined in the First Schedule to the 
Investment Law and/or the First Schedule of the Israel Securities Law, 5728-1968 (“Securities Law”). As a prerequisite to the 
receipt of a copy of this document a recipient may be required to provide confirmation and evidence that it is a Qualified Client. 
 
This document has not been approved by the Israeli Securities Authority and will not constitute "an offer to the public" under 
sections 15 and 15a of the Securities Law or section 25 of the Joint Investment Trusts Law, 5754-1994. 
 
Notice to prospective Investors in Japan: This document is distributed in Japan by DWS Investments Japan Limited. Please 
contact the responsible employee of DWS Investments Japan Limited in case you have any question on this document 
because DWS Investments Japan Limited serves as contacts for the product or service described in this document. This 
document is for distribution to Professional Investors only under the Financial Instruments and Exchange Law. 
 
Dubai International Financial Centre: Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) 
is regulated by the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the financial 
services activities that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai 
International Financial Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This information has been 
distributed by Deutsche Bank AG. Related financial products or services are only available to Professional Clients, as 
defined by the Dubai Financial Services Authority. 
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Kingdom of Saudi Arabia: This document may not be distributed in the Kingdom except to such persons as are permitted 
under the Investment Fund Regulations issued by the Capital Market Authority. The Capital Market Authority does not take 
any responsibility for the contents of this document, does not make any representation as to its accuracy or completeness, 
and expressly disclaims any liability whatsoever for any loss arising from, or incurred in reliance upon, any part of this 
document. Prospective subscribers of the securities offered hereby should conduct their own due diligence on the accuracy 
of the information relating to the securities. If you do not understand the contents of this document you should consult an 
authorized financial adviser.  

For Investors in Switzerland: This material is intended for information purposes only and does not constitute investment advice 
or a personal recommendation. This document should not be construed as an offer to sell any investment or service. 
Furthermore, this document does not constitute the solicitation of an offer to purchase or subscribe for any investment or 
service in any jurisdiction where, or from any person in respect of whom, such a solicitation of an offer is unlawful. Neither 
DWS CH AG nor any of its affiliates, gives any warranty as to the accuracy, reliability or completeness of information which is 
contained in this document. Past performance or any prediction or forecast is not indicative of future results. 
 
The views expressed in this document constitute DWS Group's judgment at the time of issue and are subject to change. DWS 
Group has no obligation to update, modify or amend this letter or to otherwise notify a reader thereof in the event that any 
matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes 
inaccurate, or if research on the subject company is withdrawn. Prices and availability of financial instruments also are subject 
to change without notice. 
 
The information provided in this document is addressed solely to Qualified Investors pursuant to Article 10 paragraph 3 of the 
Swiss Federal Act on Collective Investment Schemes (CISA) and Article 6 of the Ordinance on Collective Investment 
Schemes. This document is not a prospectus within the meaning of Articles 1156 and 652a of the Swiss Code of Obligations 
and may not comply with the information standards required thereunder. This document may not be copied, reproduced, 
distributed or passed on to others without the prior written consent of DWS CH AG or its affiliates. 
 
For investors in Spain: This document has not been prepared in accordance with the requirements of Spanish regulations for 
sales prospectus (Act 35/2003, as of 4th November, Collective Investment Schemes, RD 1082/2014, as of 13th July that 
approves Regulation of the previous Act, and Circular 3/2006, as of 26th October, sales prospectus). The prospectus of the 
Fund has not been registered at the Spanish regulator as there is no intention to distribute the shares in Spain through any 
public offering, public advertisement or any other similar way. This Fund will only be offered individualized to a limited number 
of qualified investors. This document is confidential and will be of the exclusive use of the recipient specifically addressed. 
 
For investors in the United Kingdom: FOR PROFESSIONAL CLIENTS ONLY 
 
Issued and approved by DWS Investments UK Limited of Winchester House, 1 Great Winchester Street, London EC2N 2DB, 
authorised and regulated by the Financial Conduct Authority (“FCA”). 
 
This document is a “non-retail communication” within the meaning of the FCA's Rules and is directed only at persons satisfying 
the FCA’s client categorisation criteria for an eligible counterparty or a professional client. This document is not intended for 
and should not be relied upon by a retail client. This document may not be reproduced or circulated without written consent 
of the issuer.  
 
This document is intended for discussion purposes only and does not create any legally binding obligations on the part of 
DWS Group GmbH & Co. KGaA and/or its affiliates (“DWS”). Without limitation, this document does not constitute investment 
advice or a recommendation or an offer or solicitation and is not the basis for any contract to purchase or sell any security or 
other instrument, or for DWS to enter into or arrange any type of transaction as a consequence of any information contained 
herein. The information contained in this document is based on material we believe to be reliable; however, we do not 
represent that it is accurate, current, complete, or error free. Assumptions, estimates and opinions contained in this document 
constitute our judgment as of the date of the document and are subject to change without notice. Past performance is not a 
guarantee of future results. Any forecasts provided herein are based upon our opinion of the market as at this date and are 
subject to change, dependent on future changes in the market. Any prediction, projection or forecast on the economy, stock 
market, bond market or the economic trends of the markets is not necessarily indicative of the future or likely performance. 
Investments are subject to risks, including possible loss of principal amount invested. 
 
When making an investment decision, potential investors should rely solely on the final documentation relating to the 
investment or service and not the information contained herein. The investments or services mentioned herein may not be 
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appropriate for all investors and before entering into any transaction you should take steps to ensure that you fully understand 
the transaction and have made an independent assessment of the appropriateness of the transaction in the light of your own 
objectives and circumstances, including the possible risks and benefits of entering into such transaction. For general 
information regarding the nature and risks of the proposed transaction and types of financial instruments please go to 
https://www.db.com/company/en/risk-disclosures.htm. You should also consider seeking advice from your own advisers in 
making this assessment. If you decide to enter into a transaction with us you do so in reliance on your own judgment. 
 
Any opinions expressed herein may differ from the opinions expressed by Deutsche Bank AG and/or any other of its 
affiliates (“DB”). DB may engage in transactions in a manner inconsistent with the views discussed herein. DB trades or may 
trade as principal in the instruments (or related derivatives), and may have proprietary positions in the instruments (or 
related derivatives) discussed herein. DB may make a market in the instruments (or related derivatives) discussed herein. 
You may not distribute this document, in whole or in part, without our express written permission.  

DWS SPECIFICALLY DISCLAIMS ALL LIABILITY FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL OR OTHER LOSSES 
OR DAMAGES INCLUDING LOSS OF PROFITS INCURRED BY YOU OR ANY THIRD PARTY THAT MAY ARISE FROM 
ANY RELIANCE ON THIS DOCUMENT OR FOR THE RELIABILITY, ACCURACY, COMPLETENESS OR TIMELINESS 
THEREOF.  
 
Any reference to “DWS”, “Deutsche Asset Management” or “Deutsche AM” shall, unless otherwise required by the context, 
be understood as a reference to asset management activities conducted by DWS Group GmbH & Co. KGaA and/or any of its 
affiliates.  Clients will be provided DWS products or services by one or more legal entities that will be identified to clients 
pursuant to the contracts, agreements, offering materials or other documentation relevant to such products or services. DWS’s 
infrastructure investment business is part of the Alternatives platform. In the U.S., DWS relates to the asset management 
activities of RREEF America L.L.C.; in Germany: DWS Grundbesitz GmbH, DWS Real Estate GmbH, and DWS Alternatives 
GmbH; in Japan: DWS Investments Japan Limited; in Hong Kong: Deutsche Bank Aktiengesellschaft, Hong Kong Branch (for 
direct real estate business), and DWS investments Hong Kong Limited (for real estate securities business); in Singapore: 
DWS Investments Singapore Limited (Company Reg. No. 198701485N); in the United Kingdom: Deutsche Alternative Asset 
Management (UK) Limited, DWS Alternatives Global Limited and DWS Investments UK Limited; and in Denmark, Finland, 
Norway and Sweden: Deutsche Bank AG; in Australia: DWS Investments Australia Limited (ABN 52 074 599 401) an 
Australian financial services license holder. 
 
© 2020. All rights reserved. 
 
For investors in Nordics: Deutsche Bank AG is authorised under German Banking Law (competent authority: European Central 
Bank and the BaFin, Germany’s Federal Financial Supervisory Authority). Deutsche Bank AG Stockholm branch ("DBS", 
Bolagsverket nr. 516401-9985) is authorised by BaFin and regulated by Finansinspektionen for the conduct of licensed 
activities in Sweden, Denmark, Norway and Finland. Deutsche Bank branches operate within the EEA on the back of the legal 
entity (Deutsche Bank AG) EU Passports within the European Economic Area (“EEA”). Reference is made to European Union 
Regulatory Background and Corporate and Regulatory Disclosures at https://www.db.com/en/content/eu_disclosures_uk.htm. 
Details about the extent of our authorisation and regulation by BaFin and respective Nordic Region Financial Supervisory 
Authority are available from us on request.  

Without limitation, this document and any attachment does not constitute an offer or a recommendation to enter into any 
transaction with DBS. This material and attachments is for information purposes only and is not intended to be an offer or an 
advice or recommendation or solicitation, or the basis for any contract to purchase or sell any security, or other instrument, or 
for DBS to enter into or arrange any type of transaction as a consequence of any information contained herein. The implicit 
or explicit views and recommendations expressed in marketing or other financial presentation material as well as any financial 
proposals are solely those of the issuer of such material, and forwarded to you on behalf of the contracting party. 

The views set out in this presentation are those of the author and may not necessarily the views of any other division within 
Deutsche Bank, including the Sales and Trading functions of the Corporate and Investment Bank or the Global Client Group 
of Deutsche Asset Management and Private Wealth Management: all services provided by these the Sales and Trading 
functions of the Corporate and Investment Bank are purely on a non-advised, execution-only basis. DB may engage in 
transactions in a manner inconsistent with the views discussed herein. DB trades or may trade as principal in the instruments 
(or related derivatives), and may have proprietary positions in the instruments (or related derivatives) discussed herein. DB 
may make a market in the instruments (or related derivatives) discussed herein. Sales and Trading personnel are 
compensated in part based on the volume of transactions effected by them. You may not distribute this document, in whole 
or in part, without our express written permission.  
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DBS is solely acting for and on behalf of Deutsche Bank AG and/or any of its affiliates. Potential investors should be aware 
that if they decide to enter into a transaction with Deutsche Bank AG or any of its affiliates acting in their capacity as principal 
to the transaction (“contracting party”), any and all agreements will be entered into with that contracting party (unless re-
negotiated) and pursuant to the financial laws and regulations of the country where the contracting party is licensed.  

Unless DBS is entering into a separate and explicit contractual relationship with you for the provision of investment services, 
it is neither obliged to categorise you in accordance with MiFID nor perform MiFID suitability and/or appropriateness 
assessment (as enacted into Swedish laws and regulations). The investments or services mentioned in this material or an 
attachment thereto may not be appropriate for all investors and before entering into a transaction you should take steps to 
ensure that you fully understand the transaction and have made an independent assessment of the appropriateness of the 
transaction in the light of your own objectives and circumstances, including the possible risks and benefits of entering into 
such transaction. You should also consider seeking advice from your own advisers in making this assessment. If you decide 
to enter into a transaction with a contracting party you do so in reliance on your own judgment. For general information 
regarding the nature and risks and types of financial instruments please go to www.globalmarkets.db.com/riskdisclosures.  

DB SPECIFICALLY DISCLAIMS ALL LIABILITY FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL OR OTHER LOSSES 
OR DAMAGES INCLUDING LOSS OF PROFITS INCURRED BY YOU OR ANY THIRD PARTY THAT MAY ARISE FROM 
ANY RELIANCE ON THIS DOCUMENT OR FOR THE RELIABILITY, ACCURACY, COMPLETENESS OR TIMELINESS 
THEREOF. 

For Investors in Belgium: The information contained herein is only intended for and must only be distributed to institutional 
and/or professional investors (as defined in the Royal Decree dated 19 December 2017 implementing MiFID directive). In 
reviewing this presentation you confirm that you are such an institutional or professional investor. When making an 
investment decision, potential investors should rely solely on the final documentation (including the prospectus) relating to 
the investment or service and not the information contained herein. The investments or services mentioned herein may not 
be adequate or appropriate for all investors and before entering into any transaction you should take steps to ensure that 
you fully understand the transaction and have made an independent assessment of the suitability or appropriateness of the 
transaction in the light of your own objectives and circumstances, including the possible risks and benefits of entering into 
such transaction. You should also consider seeking advice from your own advisers in making this assessment. If you decide 
to enter into a transaction with us you do so in reliance on your own judgment. 
 
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.  
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The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsidiaries, such as DWS 
Distributors, Inc., which offers investment products, or Deutsche Investment Management Americas Inc. 
and RREEF America L.L.C., which offer advisory services. 
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www.dws.com service@dws.com 
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