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Introduction: Disruption Hits European Real Estate Investors

The first European cross-border war in 80 years was certainly not the post-COVID recovery
policymakers had planned for. Its impact on energy and food prices combined with already
challenging global supply chains have pushed inflation to new record levels. As a result, central
banks have been raising policy rates and started quantitative tightening to bring inflation down. At
the same time, governments are putting policies in place to protect consumers from impacts of the
energy crisis. Bond and stock markets have already priced in further rate hikes, and there is
concern about an economic slowdown as well as uncertainty around future monetary and fiscal
policies. All-in borrowing for real estate doubled over the last ten months as highlighted in the chart,
reminding us that property remains a cyclical business. The key question for our 2023 European
Outlook is “How can investors best position themselves for this ongoing market disruption which is
finally ending the long post-GFC cycle?”

Macroeconomic Backdrop: Inflation Uncertainty Forces Scenario Analyses

Economic impacts of the war in Ukraine continue to play a central role in Europe. It remains unclear
whether the record high inflation has now peaked, as central banks are responding with rate hikes

and quantitative tightening. Current wage settlements and fiscal expansionary policies might keep

inflation higher for longer. With high levels of uncertainty — especially around inflation — we use our



