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Capital growth back to positive territory, boosting returns again
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But driven by income growth rather than yield compression
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Source: MSCI Europe Annual Property Index

Details 

We see huge 
variation 
across 
individual 
assets, 
particularly at 
turning points

Tighter 
distribution in 
2025

MSCI EUROPE ANNUAL PROPERTY INDEX, DISTRIBUTION OF ANNUAL TOTAL RETURN, 2005-2025, ALL PROPERTY

Annual total return
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Details 

Sectors performing more similarly now
DISTRIBUTION OF ANNUAL TOTAL RETURN, 2005-2025, ALL PROPERTY

2008 2021 2025
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Global returns vary considerably by strategy
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Facing Increasing Competion With Other Private Asset Classes
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European Capital Trends
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2025 recap – volumes were up  11% YOY

9

Europe CRE Transactions Volumes. Transactions €5m+. 
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Looks like a slower start to 2026

10

Europe CRE Transactions Volumes. Transactions €5m+. 
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Europe is the only region where volumes were down in Q1

11

Change in Quarterly Deal Volume By Region. Europe volumes in EUR. US and APAC in USD. Transactions $10m+
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Where is the slowdown? 

12

European CRE. Deal Volumes by Sector and Country. Transactions €5m+.  

 €m YOY €m YOY

1 United Kingdom 12,621 - 8% 70,147 15%

2 Germany 8,056 - 30% 38,112 - 9%

3 France 4,919 - 23% 29,641 20%

4 Netherlands 4,177 77% 16,681 31%

5 Spain 3,840 25% 16,121 1%

6 Belgium 3,038 146% 5,158 39%

7 Sweden 2,915 15% 16,328 40%

8 Italy 1,388 - 44% 10,160 - 9%

9 Poland 1,104 39% 4,589 - 26%

10 Norway 787 16% 4,806 - 27%

Other Europe 4,435 - 46% 35,429 7%

Grand Total 47,280 - 11% 247,172 8%

Q1'2 6   Volume Pa st 12  Months Volume

Q1'2 6  Volume Pa st 12  Months Volume

€b YOY €b YOY

Office 10.5 - 3% 58.9 24%

Industrial 7.9 - 23% 45.5 1%

Retail 6.1 - 40% 35.4 - 12%

Data Center 1.8 - 1% 9.0 7%

Apartment 10.4 - 4% 50.8 4%

Hotel 3.6 - 26% 21.9 1%

Seniors Housing & Care 5.0 274% 13.5 190%

Dev Site 2.2 - 29% 12.1 - 4%

Grand Total 47.3 - 11% 247.2 8%
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Some segments remain very slow; others above average

13

Transaction Volumes by Country and Sector. Last 12 Months = Q2’25 -Q1’26. Transactions €5m+. 
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Who has been buying? 

14

Europe  CRE, Top Buyers. Q1’26. Transactions €5m+. 
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Who has been selling? 

15

Europe  CRE, Top Sellers. Q1’26. Transactions €5m+. 
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The big European institutions are still net sellers

16

Europe  CRE, Net Acquisitions by Major European Institutions. 2023 onw . Transactions €5m+. 



Information Classification: GENERAL 17

Flashback to the last Europe In Focus
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Source: Policyuncertanty.com

18

We know we are in a more febrile environment
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Market sentiment has dropped due to Iran war

19

Inrev  Consensus Indicator
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Particularly investment liquidity and broader economy

20

Inrev  Consensus Indicator
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Particularly investment liquidity and broader economy

21

Inrev  Consensus Indicator
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Inflation forecasts do not suggest a rerun of 2022 

22

Source: Oxford Economics. UK and  Eurozone CPI. % Change p.a. 
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Market expectations for interest rates have shifted up

23

Source: MacroMicro.com

UK Eurozone
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Swap rates and bond yields are up

24

Source: investing.com
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Some UK markets (in particular) now look very expensive

25

Transaction Yields Versus 10Y Gilts. RCA Hedonic Series
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How will this uncertainty 
feed through? 
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Reduced deal flow

27

Europe CRE. Cumulative Daily Deal Count. 
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We didn’t record a big uptick in deals falling in Q1…Q2 data is very 
preliminary!

28

Volume of  Known Terminated Transactions. Based Off Publicly Available Information



Information Classification: GENERAL

Small drop off in pending deals between January and April

29

European CRE – Pending vs. Achieved Deal Volumes
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Signals from the listed market

30

MSCI Europe Real Estate Index (Listed) vs. European Direct Real Estate Investment Volumes (12m Trailing Total)
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Economic sentiment has also been a reliable indicator

31

European Direct Real Estate Investment Volumes (12m Trailing Total) vs. European Economic Sentiment (source: European Commiss ion)
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How are investors adapting?
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1. Prioritising income security

33

MSCI UK Quarterly Property Index. Central and Inner London Offices. Equivalent Yield. Lease Length incl. Breaks Split by Quar tile.  Chart Shows Top vs. Bottom

Central London Office Yields Split by Remaining Lease Length
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1.a. Income will likely drive returns in this next cycle

34

Diffusion Index -  YOY  Change in Transaction Yields. RCA Hedonic Yields, City and Sector  Combination.  Stable = + -10 bps
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2. Pushing into new property types

35

“Other” category includes healthcare, leisure, single - family housing, parking, self storage, education properties and garden cen ters. 
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2.a. When is real estate not real estate? When its infrastructure?

36

PWC / ULI Emerging Trends in Real Estate 2026.   European Property vs. EMEA Infrastructure, Annualized Total Returns

PWC / ULI Emerging Trends in Real 
Estate 2026. Top 10 Target Sectors



Information Classification: GENERAL

3. Does geopolitical volatility also make Europe more attractive to 
overseas investors? 

37

Cross Border Acquisitions by Target Country, Transactions $10m +

The UK overtook 
the US as #1 
destination for 
cross-border 
investment in 
2025 for first 
time since 2014
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3.a. Canadian players bought more European than US real estate 
in the last 12 months

38

Cross Border Acquisitions by Canadian Investors by Target Country, Transactions $10m +
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3b. Although…non - European acquisitions of European CRE were 
at their lowest level since 2010

39

European CRE. Cross Border Acquisitions by Non -European HQ’D Investors. Transactions €5m+
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4. Prioritise  structurally more liquid and less volatile markets

40

Europe. All Property Capital Liquidity Scores. 10Y Average vs. 10Y Volatility (St. Dev.)
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Launching new and expanded liquidity scores!

114 markets scored across all 5 score types simultaneously

190

All - Types
Markets

178

Office
Markets

143

Retail
Markets

130

Apartment
Markets

129

Industrial
Markets
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Long Term

→ Embrace uncertainty – it’s not going 
away

→ Buyers will prioritise assets with 
cashflow durability and pricing power

 

→ Performance dictated at asset level   
big swings on sector allocation

→ Operational intensity > traditional 
asset management

Short term

→ European property has become very 
sensitive to interest rate expectations

→ Core property already looking less 
competitive at the start of 2026

→ It will likely be more of the same for 
investment volumes with threat of rate 
rises.

→ No-one mention Stagflation!
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About Us

www.msci.com

https://www.msci.com/index-regulation

About MSCI Sustainability and Climate Products and Services

MSCI Sustainability and Climate products and services are provided by MSCI Solutions LLC and certain 
related entities, and are designed to provide in - depth research, ratings and analysis of environmental, 
social and governance related business practices to companies worldwide. ESG ratings, data and analysis 
from MSCI Sustainability and Climate are also used in the construction of MSCI Indexes.

About MSCI Inc.

MSCI (NYSE: MSCI Inc.) strengthens global markets by connecting participants across the financial 
ecosystem with a common language. Our research - based data, analytics and indexes, supported by 
advanced technology, set standards for global investors and help our clients understand risks and 
opportunities so they can make better decisions and unlock innovation. We serve asset managers and 
owners, private - market sponsors and investors, hedge funds, wealth managers, banks, insurers and 
corporates.

To learn more, please visit www.msci.com

The process for submitting a formal index complaint can be found on the index regulation page of MSCI’s 
website at: https://www.msci.com/index - regulation .

44
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https://www.msci.com/legal/supplemental-terms-for-client-use-of-artificial-intelligence

www.msci.com

https://www.msci.com/index-

regulation

https://www.msci.com/privacy-

pledge

The data, data feeds, databases, reports, text, graphs, charts, images, videos, recordings, models, metrics, analytics, indexes, ratings, scores, cases, 
estimates, assessments, software, websites, products, services and other information and materials contained herein or delivered in connection with 
this notice (collectively, the “Information”) are copyrighted, trade secrets (when not publicly available), trademarks and proprietary property of MSCI 
Inc. or its subsidiaries (collectively, “MSCI”), MSCI’s licensors, direct or indirect suppliers and authorized sources, and/or any third party contributing to 
the Information (collectively, with MSCI, the “Information Providers”). All rights in the Information are reserved by MSCI and its Information Providers 
and user(s) shall not, nor assist others to, challenge or assert any rights in the Information.

Unless you contact MSCI and receive its prior written permission, you must NOT use the Information, directly or indirectly, in whole or in part (i) for 
commercial purposes, (ii) in a manner that competes with MSCI or impacts its ability to commercialize the Information or its services, (iii) to provide a 
service to a third party, (iv) to permit a third party to directly or indirectly access, use or resell the Information, (v) to redistribute or resell the 
Information in any form, (vi) to include the Information in any materials for public dissemination such as fund factsheets, market presentations, 
prospectuses, and investor information documents (e.g. KIIDs or KIDs), (vii) to create or as a component of any financial products, whether listed or 
traded over the counter or on a private placement basis or otherwise, (viii) to create any indexes, ratings or other data products, including in derivative 
works combined with other indexes or data or as a policy, product or performance benchmarks for active, passive or other financial products, (ix) to 
populate a database, or (x) to train, use as an input to, or otherwise in connection with any artificial intelligence, machine learning, large language 
models or similar technologies except as licensed and expressly authorized under MSCI’s AI Contracting Supplement 
at https://www.msci.com/legal/supplemental-terms-for-client-use-of-artificial-intelligence.

The intellectual property rights of MSCI and its Information Providers may not be misappropriated or used in a competitive manner through the use of 
third-party data or financial products linked to the Information, including by using an MSCI index-linked future or option in a competing third-party index 
to provide an exposure to the underlying MSCI index or by using an MSCI index-linked ETF to create a financial product  that provides an exposure to the 
underlying MSCI index without obtaining a license from MSCI.

The user or recipient of the Information assumes the entire risk of any use it may make, permit or cause to be made of the Information. NONE OF THE 
INFORMATION PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION (OR THE 
RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER 
EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, SUITABILITY, NON-
INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION. Without 
limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall MSCI or any other Information Provider have any 
liability arising out of or relating to any of the Information, including for any direct, indirect, special, punitive, consequential (including lost profits) or any 
other damages, even if notified of the possibility of such damages. The foregoing shall not exclude or limit any liability that may not by applicable law be 
excluded or limited.

The Information, including index construction, ratings, historical data, or analysis, is not a prediction or guarantee of future performance, and must not 
be relied upon as such. Past performance is not indicative of future results. The Information may contain back tested data. Back-tested performance 
based on back-tested data is not actual performance but is hypothetical. There are frequently material differences between back tested performance 
results and actual results subsequently achieved by any investment strategy. The Information may include “Signals,” defined as quantitative attributes or 
the product of methods or formulas that describe or are derived from calculations using historical data. Signals are inherently backward-looking because 
of their use of historical data, and they are inherently inaccurate, not intended to predict the future and must not be relied upon as such. The relevance, 
correlations and accuracy of Signals frequently change materially over time.

The Information may include data relating to indicative prices, evaluated pricing or other information based on estimates or evaluations (collectively, 
“Evaluations”) that are not current and do not reflect real-time traded prices. No evaluation method, including those used by the Information Providers, 
may consistently generate evaluations or estimates that correspond to actual “traded” prices of any relevant securities or other assets. Evaluations are 
subject to change at any time without notice and without any duty to update or inform you, may not reflect prices at which actual transactions or 
collateral calls may occur or have occurred. The market price of securities, financial instruments, and other assets can be determined only if and 
when executed in the market. There may be no, or may not have been any, secondary trading market for the relevant securities, 
financial instruments or other assets. Private capital, equity, credit and other assets and their prices may be assessed infrequently, may not be priced on 
a secondary market, and shall not be relied upon as an explicit or implicit valuation of a particular instrument. Any reliance on fair value estimates and 
non-market inputs introduces potential biases and subjectivity. Internal Rate of Return metrics are not fully representative without full disclosure of 
fund cash flows, assumptions, and time horizons.

The Information does not constitute, and must not be relied upon as, investment advice, credit ratings, or proxy advisory or voting services. None of the 

Information Providers, their products or services, are fiduciaries or make any recommendation, endorsement, or approval of any investment decision or 
asset allocation. Likewise, the Information does not represent an offer to sell, a solicitation to buy, or an endorsement of any security, financial product, 
instrument, investment vehicle, or trading strategy, whether or not linked to or in any way based on any MSCI index, rating, subcomponent, or other 
Information (collectively, “Linked Investments”).The Information should not be relied on and is not a substitute for the skill, judgment and experience of 
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