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The conflict in the Middle East is another reminder of the volatility of geopolitics 
and the fragility of global supply chains – as well as being a human catastrophe. 
We assess the likely impacts of the war on European real estate and consider the 
specific impacts on real estate sectors. 
 
The macroeconomic backdrop 
We are operating amid a fluid geopolitical situation. Most recently, the US and Iran have agreed 
a two-week ceasefire that would see the Strait of Hormuz open for ‘safe passage’ while 
negotiations on a permanent deal take place. This already appears fragile (as of 14 April 2026). 
Inconsistent messaging from both sides is reflected in volatile equity and bond market 
movements. 

Regardless of the eventual outcome, the overall direction of macroeconomic indicators will likely 
be similar: growth is expected to slow and inflation to rise as oil and gas supplies are 
constrained – although a return to the double-digit inflation seen in 2022 is not anticipated.  

Monetary policy expectations have adjusted accordingly, with interest rate rises now a 
possibility in 2026. This is a notable change from prior expectations of rate cuts by the Bank of 
England (BoE) and the European Central Bank (ECB). This is reflected in materially higher 
financing costs – UK and Euro five-year swaps are out around 65bps and 50bps respectively 
since the start of the conflict. However, policymakers are not starting from ultra-loose 
conditions: interest rates are close to neutral and labour markets have already slackened. 
Aggressive tightening would require a persistent shock and clear evidence that inflation 
expectations are becoming unanchored. 
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Real estate – a safe haven? 
Investors are wise to the realisation that we are moving towards an environment of lower growth 
and higher inflation. This could combine with more fiscal stimulus and higher spending as 
governments look to soften the impact on voters. Could real estate offer a safe harbour for 
capital seeking refuge from this volatility?  

The benefits of the asset class are well known. Contractual cash flows dampen volatility relative 
to other risk assets and provide partial inflation protection (especially with indexed leases), and 
there is the potential to generate capital growth through active management, asset repositioning 
and astute market timing. Real estate also offers portfolio diversification benefits and often 
behaves differently from equities and bonds. It can offer lower portfolio volatility while improving 
risk-adjusted returns. 

Two cyclical benefits also currently apply. Firstly, European real estate is largely supply-
constrained, with occupational demand in many sectors outstripping supply. This is helping to 
sustain and grow income. Secondly, investor demand is recovering from a cyclical low in 
2023/24, with most investors having already ‘right sized’ their portfolios and now favourably 
considering new allocations to the asset class. 

Starting from this position of relative stability, any negative impacts of the war are likely to be 
secondary (for example, a risk to tenant credits passed on via a higher cost of borrowing) and 
mitigated by strong real estate market fundamentals. In addition, any price softening may be 
perceived as a favourable entry point for incoming investors. 

 

Are longer-term trends still valid? 
Geopolitical shocks influence the timing and pricing of real estate, not the direction of long-term 
supply and demand balance, which is driven by structural forces. For example, even in periods 
of volatility, long-term trends will continue to shape where people live and work, where goods 
are manufactured and how they are moved. In our view, seeing through the ‘fog’ and looking at 
trends arguably matters more during times of crisis. 

However, exposure needs to be 
precise, not generic. Historically, a 
structural trend such as urbanisation 
could benefit most assets within the 
relevant sector. Today, however, 
exposure to the same trend may equally 
erode value as fast as it could create it.  

  

“Geopolitical shocks influence the timing 
and pricing of real estate, not the 
direction of long-term supply and 

demand balance” 
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Our thoughts are reflected in more detail in the table below. 

 
 

Concluding thoughts 
While the Middle East conflict adds to geopolitical volatility and near-term macroeconomic 
uncertainty, its implications for European real estate are likely to be indirect and manageable.  

Slower growth, moderately higher inflation and shifting monetary policy expectations may affect 
pricing and financing conditions, but strong sector fundamentals, supply constraints and 
recovering investor appetite provide resilience.  

 Thematic trend Strategic opportunity 

Retail 

  

Changing consumer dynamics 
results in a focus on both ends 
of the retail spectrum: prime, 
high-footfall streets in tourist-
backed locations, and retail 
parks able to offer a value 
proposition given changing 
consumer behaviours. 

Expansion strategies focus on high footfall streets with 
retailers having to act early on strategic business plans given 
the low vacancy rates and limited opportunities.  
 
Retail parks with repositioning potential supported by dominant 
and/or growing catchments. 

Industrial and 
logistics 

Retailers need more capacity 
to support the growth of 
omnichannel delivery to 
consumers, as well as some 
near-shoring and the need to 
build efficiency and resilience 
into supply chains. 

Mid-box, modern future-proofed logistics along arterial routes 
are popular, as are assets located around infrastructure nodes 
such as airports and ports. 
 
Multi-let industrial estates, secondary quality properties with 
rental reversion. 
 
Access to power is a defining factor in future proofing assets. 

Offices Rising office attendance 
focuses demand on well-
located buildings in central 
business districts. Occupiers 
are prioritising space that 
offers attractive local 
amenities and helps attract 
and retail talent. 

Focus on high quality assets or those that can be 
refurbished/repositioned to deliver in-demand ESG criteria.  
 
Central locations dominate and there is a rising risk around 
older stock and of obsolescence/stranded assets in second tier 
locations. 

Living Chronic undersupply across 
the sector is compounded by a 
lack of the right quality of stock 
in the right locations. This 
intensifies the mismatch in 
stock and demand.  
 
An ageing population is 
creating rising demand for 
specialised housing, while 
underinvestment in the student 
accommodation sector 
highlights selective 
opportunities. 

Affordability pressures are beginning to ease via wage growth 
and rental regulation, but new supply is constrained. 
Continued rental growth to be captured across multi-family and 
increasingly single-family housing.  
 
Purpose-built student accommodation (PBSA): Target cities 
with multiple universities where there is a lack of student 
housing and housing supply in general, as well as first-
generation PBSA that can be improved/repositioned. 
 
Tactical allocation to senior housing – pricing is attractive but 
with a focus on well-managed assets of high quality. 

Hospitality 

 

Leisure travel continues to be 
the main driver, but the 
outlook is supported by the 
revival of international 
business travel. This is 
expected to strengthen as 
business events and 
international meetings 
continue to grow beyond pre-
pandemic levels.  
 

Affordable and luxury hotels in business-centric cities and/or 
holiday destinations offer attractive returns. 
 
Performance will vary across destinations and hotel segments. 
European gateway cities are expected to be key targets for 
luxury and upper/upscale properties able to retain stronger 
pricing power. Mid-market hotels are likely to face pressure 
from elevated operating costs and a squeeze on margins. 
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Real estate’s income characteristics, diversification benefits and partial inflation protection 
continue to support its role in portfolios, with any short-term price softening potentially creating 
an attractive entry point. Crucially, long-term demand will remain shaped by structural trends 
rather than geopolitical shocks. This makes precise, selective exposure more important than 
broad sector positioning. 

The risk is not volatility; it is ignoring long‑term fundamentals during volatile periods. 
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Important Information 
For use by professional clients and/or equivalent investor types in your jurisdiction (not 
to be used with or passed on to retail clients). For marketing purposes. 
This document is intended for informational purposes only and should not be considered 
representative of any particular investment. This should not be considered an offer or solicitation 
to buy or sell any securities or other financial instruments, or to provide investment advice or 
services. Investing involves risk including the risk of loss of principal. Your capital is at risk.  Market 
risk may affect a single issuer, sector of the economy, industry or the market as a whole. The 
value of investments is not guaranteed, and therefore an investor may not get back the amount 
invested. International investing involves certain risks and volatility due to potential political, 
economic or currency fluctuations and different financial and accounting standards. The securities 
included herein are for illustrative purposes only, subject to change and should not be construed 
as a recommendation to buy or sell. Securities discussed may or may not prove profitable. The 
views expressed are as of the date given, may change as market or other conditions change and 
may differ from views expressed by other Columbia Threadneedle Investments (Columbia 
Threadneedle) associates or affiliates. Actual investments or investment decisions made by 
Columbia Threadneedle and its affiliates, whether for its own account or on behalf of clients, may 
not necessarily reflect the views expressed. This information is not intended to provide investment 
advice and does not take into consideration individual investor circumstances. Investment 
decisions should always be made based on an investor’s specific financial needs, objectives, 
goals, time horizon and risk tolerance. Asset classes described may not be suitable for all 
investors. Past performance does not guarantee future results, and no forecast should be 
considered a guarantee either. Information and opinions provided by third parties have been 
obtained from sources believed to be reliable, but accuracy and completeness cannot be 
guaranteed. This document and its contents have not been reviewed by any regulatory authority. 
 
In Australia: Issued by Threadneedle Investments Singapore (Pte.) Limited [“TIS”], ARBN 600 
027 414.  TIS is exempt from the requirement to hold an Australian financial services licence 
under the Corporations Act 2001 (Cth) and relies on Class Order 03/1102 in respect of the 
financial services it provides to wholesale clients in Australia. This document should only be 
distributed in Australia to “wholesale clients” as defined in Section 761G of the Corporations Act.  
TIS is regulated in Singapore (Registration number: 201101559W) by the Monetary Authority of 
Singapore under the Securities and Futures Act (Chapter 289), which differ from Australian laws. 
 
In Singapore: Issued by Threadneedle Investments Singapore (Pte.) Limited, 3 Killiney Road, 
#07-07, Winsland House 1, Singapore 239519, which is regulated in Singapore by the Monetary 
Authority of Singapore under the Securities and Futures Act (Chapter 289). Registration number: 
201101559W. This advertisement has not been reviewed by the Monetary Authority of Singapore. 
 
In Hong Kong: Issued by Threadneedle Portfolio Services Hong Kong Limited 天利投資管理香

港有限公司. Unit 3004, Two Exchange Square, 8 Connaught Place, Hong Kong, which is licensed 
by the Securities and Futures Commission (“SFC”) to conduct Type 1 regulated activities 
(CE:AQA779). Registered in Hong Kong under the Companies Ordinance (Chapter 622), No. 
1173058. 
 
In Japan: Issued by Columbia Threadneedle Investments Japan Co., Ltd. Financial Instruments 
Business Operator, The Director-General of Kanto Local Finance Bureau (FIBO) No.3281, and a 
member of Investment Management Association of Japan and Type II Financial Instruments 
Firms Association. 
 
In the UK: Issued by Threadneedle Asset Management Limited, No. 573204 and/or Columbia 
Threadneedle Management Limited, No. 517895, both registered in England and Wales and 
authorised and regulated in the UK by the Financial Conduct Authority. 
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In the EEA: Issued by Threadneedle Management Luxembourg S.A., registered with the Registre 
de Commerce et des Sociétés (Luxembourg), No. B 110242 and/or Columbia Threadneedle 
Netherlands B.V., regulated by the Dutch Authority for the Financial Markets (AFM), registered 
No. 08068841. 
 
In Switzerland: Issued by Threadneedle Portfolio Services AG, Registered address: 
Claridenstrasse 41, 8002 Zurich, Switzerland. 
 
In the Middle East: This document is distributed by Columbia Threadneedle Investments (ME) 
Limited, which is regulated by the Dubai Financial Services Authority (DFSA).  For Distributors: 
This document is intended to provide distributors with information about Group products and 
services and is not for further distribution. For Institutional Clients: The information in this 
document is not intended as financial advice and is only intended for persons with appropriate 
investment knowledge and who meet the regulatory criteria to be classified as a Professional 
Client or Market Counterparties and no other Person should act upon it. 
This document may be made available to you by an affiliated company which is part of the 
Columbia Threadneedle Investments group of companies: Columbia Threadneedle Management 
Limited in the UK; Columbia Threadneedle Netherlands B.V., regulated by the Dutch Authority for 
the Financial Markets (AFM), registered No. 08068841. 
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