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IN A NUTSHELL 

 

 

 — We believe the global real estate recovery is not far off. Lower real estate values, a rally in bonds and equities, and 

resilient occupier fundamentals all suggest the market could return to growth in 2024. 

— We're already seeing signs of recovery in the most highly sought-after parts of the market. From US logistics to 

Australian BTR, a steadying of yields, coupled with strong rental growth, is once again pushing prices higher.  Over 

the year we expect recovery to broaden across sectors and markets. 

— It is often the case that the years after a major price correction tend to be some of the best vintage.  As we go into 

the middle of the decade, we anticipate interest rate cuts could stimulate the global economy and increase 

liquidity, while also supporting the relative attractiveness of real estate pricing. 

— Residential and logistics remain our top calls across all three regions, while a sharp fall in new construction 

supports the case for active asset management, including repositioning obsolete office stock. Private real estate 

debt remains an attractive alternative, providing a relatively high cash return alongside downside protection to 

further value decline. 
  

1 / Market Outlook 
 

Global real estate has endured an exceptionally difficult eighteen months. Despite better-than-expected economic growth 

and robust real estate fundamentals, rising interest rates have seen a souring of sentiment, a slump in transactions, and 

values falling across almost every major market. Having previously expected the US and Europe to stabilise during the second 

half of last year, a summer run-up in globe bond yields has prolonged the pain. By the end of 2023 we estimated a fall in 

values from peak of 10% in APAC, 15% in the US and 20% in Europe.1 

 

Despite this setback, we believe that recovery is not far off. While not expecting to see a surge in activity over the coming 

months, lower real estate values, alongside a recent rally in bonds and equities, suggests that the denominator effect, which 

haunted the sector twelve months ago, should no longer be a major issue.  

 

Financing may remain a constraint on activity. Refinancing loans made during the ultra-low interest rate environment could 

be expensive and painful. However, we’re far from the levels of distress seen during the GFC. Not only is the sector less 

leveraged, but also private debt is an increasingly active part of the market, as high interest rates and downside protections 

draw an increasing number of non-traditional lenders into the market.  

 

 

 
1 DWS, ANREV, INREV, NCREIF, DWS, January 2024 
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The rally in listed real estate during the final three months of 2023 provides us with another positive indicator. Typically 

leading the direct market, the listed market jumped around 15% in the final quarter of the year in response to lower bond 

yields. From the very beginning of this downturn, we’ve seen an incredibly close 85% correlation between the 10-year 

Treasury and Global REIT pricing2, and as such with inflation moderating and central banks expected to start cutting interest 

rates in 2024, this rally in the listed market could be a precursor to a recovery in the direct market.  

 

Treasure Yields and Global REIT Pricing 

 

Source: DWS, Macrobond, January 2023 
 

 

Importantly we’re already seeing signs of recovery in the most highly sought-after parts of the market. From US logistics to 

Australian BTR, a steadying of yields coupled with strong rental growth is once again pushing prices higher.3 Over the year 

we expect recovery to broaden across markets and sectors, with almost all major markets outside of Japan resuming capital 

growth by the second half of 2024. Initially led by the strength of the occupier market, in time, lower interest rates and the 

return of liquidity should also weigh upon real estate yields, potentially setting the market up well for a period of above 

average performance.  

 

The return of core capital could be relatively slow at first but gain momentum as valuations are confirmed to have reached a 

low point. A relatively weak economic backdrop could also bring capital back to core, attracted by solid income during a 

period of macroeconomic uncertainty.  

 

Having aggressively fundraised over the past year, opportunistic investors may be some of the first to return to the market, 

looking for distress and mispricing. Distress may well be found in parts of the office market but given generally strong real 

estate fundamentals and a far more stable lending environment than the Global Financial Crisis, these investors may be 

disappointed, left targeting assets with less discount or with poor long-term fundamentals, and less scope for recovery. 

 

Further ahead than other regions, we expect appraisal values to reach a low point first in Europe, followed soon after by the 

US. The process may take a little longer in APAC, although, after a slow start, appraisers in markets such as Australia now 

look to be catching up with spot-pricing. 

 

 

 
2 DWS, Macrobond, January 2024 
3 Green Street, CBRE, January 2024 
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Performance outlook 

Recovery expected to accelerate in response to rising demand, supply shortages and the return of liquidity.  

It is often the case that the years after a major price correction tend to be some of the best vintage.  We don’t expect this 

cycle to be any different. As we go into the middle of the decade, we anticipate interest rate cuts could stimulate the global 

economy and increase liquidity, while also supporting the relative attractiveness of real estate pricing. On top of this, we see 

potential for major shortages in the delivery of new stock across most major markets. Covid disruptions, rising construction 

costs, skills shortages, a lack of finance and falling prices, have all resulted in construction activity sinking to exceptionally 

low levels. Far from good news for the economy or society, this could help to sustain above average rental growth over the 

coming five years. 

 

Residential and industrial continue to be our expected top performing sectors over the coming five years. Having relinquished 

some of the extraordinary gains made during the covid years, industrial assets still look well placed for rental growth, while 

also now offering a more compelling entry yield. And while recent years haven’t necessarily been easy for all residential 

markets – particularly in some highly regulated European markets – persistent supply shortages and major reductions in 

development, coupled with increased migration and the return of urban population growth, are expected to push rents to 

record high levels. 

 

US office is by far the weakest sector globally, recording double-digit vacancy across all investable markets. However, this is 

not true for all parts of the globe, notably Germany and Korea – with Seoul vacancy at less than 3%.4 Looking forward, prime 

buildings outside of the US are projected to record robust rental growth, as a scarcity of grade A stock and demand for best-

in-class space continue to push on rents. As older stock is withdrawn from the market, often being converted to better use, 

this should help to improve the balance more generally, and in time including even the US market - although perhaps not 

before the end of 2025. 

 

In contrast to office, US retail goes from strength to strength, with vacancy falling to its lowest since at least 2005,5 and while 

rents are unlikely to match the levels achieved in industrial or residential, the sector looks well positioned to produce 

competitive and relatively stable returns. We’re more cautious in our outlook for Europe and APAC. It’s true that as a higher 

yielding sector retail has tended to hold up better in the face of rising interest rates, while a rebound in tourism has helped 

high street retail in the likes of London, Paris, Tokyo, and Singapore. Nonetheless, overall, long-term demand drivers are 

weak, particularly for shopping centres, and while the repricing of the sector does suggest there may now be more 

opportunities in places such as the UK and Spain, we expect investors to remain cautious for some time. 

 

Across all three regions we expect to see a considerable divergence in city-level performance. This is particularly true for 

APAC where the Japanese market has so far seen little in the way of correction. In APAC we expect Australian and Korea to 

be some of the top performers over the coming five-years, recovering strongly on the back of robust economic growth. In 

Europe, having experienced considerable price correction, we’re increasingly positive in our outlook for the German cities, 

where sustained low vacancy should help support rents over the medium term. London and Paris stand out within their 

respective markets, with Amsterdam and Warsaw also doing well. Finally, in the US we generally favour markets in the Sun 

Belt and Mountain West, which should continue to profit from outsized population and job growth for the foreseeable future. 

  

 

 
4 Colliers, December 2023 
5 NCREIF, December 2023 
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2 / Investment Strategies 
 

The residential sector features highly across all three regions. Historically resilient in the face of recession, a hedge against 

inflation, rental growth outperformance, and a recent history of repricing, the sector looks well placed for many upcoming 

scenarios. In APAC we favour the strongly growing Australian cities, where upcoming tax changes may further open the 

market to international capital, and in the US, the suburbs of fast-growing cities such as Austin and Salt Lake City, benefitting 

from migration and demographic changes. And while parts of Europe have been through tougher times in recent years, with 

repricing now well advanced, the German cities, alongside London, Amsterdam and Dublin look well positioned. There are 

however risks, with regulation an increasing feature in the European market, leading some to consider other fast-growing 

subsectors such as student housing or co-living, where regulation tends to be less of a feature.  

 

Logistics is also prominent in all regions. One the top performing sectors, we see tactical opportunities across Australia and 

North Asia – particularly regional cities in Japan and Korea – while repriced and high barrier markets in Europe, such as 

London and Amsterdam, look to be good value. With a collapse in construction starts, the outlook for US industrial rental 

growth is expected to be well above the global average from the middle of the decade, with infill locations in major coastal 

cities such as Boston and Seattle projected to outperform. 

 

This collapse in construction is being repeated across almost all regions and sectors, potentially opening opportunities to 

take a more active approach, developing, refurbishing or repositioning, delivering ESG compliant, best-in-class stock into 

undersupplied and aging markets. Given both investor and lender caution, development projects and older stock are likely 

to have underperformed over the past year and may continue to lose value. And while this is unfavourable to the current 

owners, a lower entry price should help to boost the return when successfully delivered. We would include office in this 

strategy – particularly in Europe – transforming centrally located stock into best-in-class office, or fringe and suburban assets 

to a better use, such as student and co-living space. 

 

For those investors looking for a higher cash return, or wanting downside protection against further capital value loss, private 

real estate debt could offer an attractive alternative to equity. Interest rates may have peaked, but we continue to see 

interesting opportunities in this space from both the upcoming wave of refinancing as well as an increasing number of new 

deals as transaction activity gradually begins to improve. We tend to favour junior and whole loans–where competition from 

traditional lenders is less–across a broader range of sectors than equity, including the likes of Europe retail or Korean 

construction finance. 
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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 DWS Investment Management 
Americas, Inc. and RREEF America L.L.C., which offer advisory services. 
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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. 
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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. 
 
An investment in real assets involves a high degree of risk, including possible loss of principal amount invested, and is suitable only for sophisticated investors who can bear such losses. 
The value of shares/ units and their derived income may fall or rise. 
 
War, terrorism, sanctions, economic uncertainty, trade disputes, public health crises and related geopolitical events have led, and, in the future, may lead to significant disruptions in US 
and world economies and markets, which may lead to increased market volatility and may have significant adverse effects on the fund and its investments.  
 
For Investors in Canada. No securities commission or similar authority in Canada has reviewed or in any way passed upon this document or the merits of the securities described herein 
and any representation to the contrary is an offence. This document is intended for discussion purposes only and does not create any legally binding obligations on the part of DWS Group. 
Without limitation, this document does not constitute an offer, an invitation to offer or a recommendation to enter into any transaction. When making an investment decision, you should 
rely solely on the final documentation relating to the transaction you are considering, and not the document contained herein. DWS Group is not acting as your financial adviser or in any 
other fiduciary capacity with respect to any transaction presented to you.  Any transaction(s) or products(s) mentioned herein may not be appropriate for all investors and before entering 
into any transaction you should take steps to ensure that you fully understand such transaction(s) and have made an independent assessment of the appropriateness of the transaction(s) 
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 DWS Group, you do so in reliance on your own judgment. 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. 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. Past performance is not a guarantee of future results. The distribution of this document and availability of these 
products and services in certain jurisdictions may be restricted by law. You may not distribute this document, in whole or in part, without our express written permission. 
 
For EMEA, APAC & LATAM: 
DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they do business. The DWS legal entities offering products or services are specified in the 
relevant documentation. DWS, through DWS Group GmbH & Co. KGaA, its affiliated companies and its officers and employees (collectively “DWS”) are communicating this document in 
good faith and on the following basis. 
 
This document is for information/discussion purposes only and does not constitute an offer, recommendation, or solicitation to conclude a transaction and should not be treated as 
investment advice. 
 
This document is intended to be a marketing communication, not a financial analysis. Accordingly, it may not comply with legal obligations requiring the impartiality of financial analysis 
or prohibiting trading prior to the publication of a financial analysis. 
 
This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, projections, opinions, models, and hypothetical 
performance analysis. No representation or warranty is made by DWS as to the reasonableness or completeness of such forward looking statements. Past performance is no guarantee of 
future results. 
 
The information contained in this document is obtained from sources believed to be reliable. DWS does not guarantee the accuracy, completeness, or fairness of such information. All 
third-party data is copyrighted by and proprietary to the provider. DWS has no obligation to update, modify or amend this document or to otherwise notify the recipient in the event that 
any matter stated herein, or any opinion, projection, forecast, or estimate set forth herein, changes or subsequently becomes inaccurate. 
 
Investments are subject to various risks. Detailed information on risks is contained in the relevant offering documents. 
 
No liability for any error or omission is accepted by DWS. Opinions and estimates may be changed without notice and involve a number of assumptions which may not prove valid. 
DWS does not give taxation or legal advice.  
 
This document may not be reproduced or circulated without DWS’s written authority.  
 
This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country, or other jurisdiction, 
including the United States, where such distribution, publication, availability, or use would be contrary to law or regulation or which would subject DWS to any registration or licensing 
requirement within such jurisdiction not currently met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to 
observe, such restrictions. 
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