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European property had another slow start to a year. This is a 
disappointment after momentum had built through the second 
half of 2025, but conflict between the U.S., Israel and Iran led to 
concerns over inflation and the trajectory of interest rates, and 
the recovery has been shelved again. 

The slowdown was broad-based rather than concentrated in the 
sectors already under pressure. Industrial investment fell to its 
lowest H1 level since 2017, while office activity was still around 
half the levels recorded during the prior cycle. Apartment was the 
only major sector to record robust growth in H1, driven by 
consolidation in the U.K. student housing market and strength in 
the Netherlands and Spain.

Indeed, Spain is the one market bucking the trend. Stronger 
economic growth and a rising population are factors attracting 
institutional capital from North America and Northern Europe, 
pushing Spain past France into third place in the investment 
rankings. The U.K. and Germany remain in first and second place, 
respectively, despite a slower period for both markets. In the 
U.K., the number of completed office and retail deals fell to their 
weakest H1 levels on record. Meanwhile the structural 
weaknesses in Germany's property market continue to impact 
dealmaking. The federal government’s fiscal boost may come to 
the rescue, but the latest reports suggest that won’t be until 
2027, with capacity constraints holding up planned investment.

U.S. investors are still the largest source of cross-border capital, 
yet they're increasingly weighing opportunities in European real 
estate against those elsewhere, primarily in Asia Pacific or those 
centered on the AI boom. The boom has led to an enormous 
wave of capital expenditure across the U.S., home to two-thirds 
of all global data center construction by capacity. Asian buyers 
have largely retreated, although 2026 saw the first substantial 
European acquisition by South Korean buyers since 2022 — this 
time targeting Polish logistics as opposed to the more traditional 
focus on CBD offices in gateway cities.

The market is in need of good news. European real estate has 
become very sensitive to interest rate expectations, and the 
European Central Bank’s decision to raise rates by 25 bps during 
the second quarter has created some further friction. Moreover, 
competition for capital has intensified and investors are still 
looking less favorably at real estate in comparison with some of 
the opportunities in infrastructure, for example. However, there 
are pockets of the market that continue to do well in terms of 
investment liquidity and occupier demand. The long-run data 
from the MSCI UK Annual Property Index shows that investors 
who re-enter the market in the early stages of any recovery 
generally do better than those who wait.

Quarterly Transaction Volume

Year-Over-Year Change

Transactions by Deal Type

Q2 2026 Volume H1 2026 Volume

€b YOY €b YOY

Single Asset 29.8 -14% 61.3 -14%
Portfolio 18.1 8% 28.7 -12%
Entity 1.5 -51% 10.1 187%
Total 49.4 -10% 100.1 -7%
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