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THE FUTURE OF RESIDENTIAL

As in previous economic crises, Residential remained resilient throughout the COVID-
pandemic. For example, rent collection for multifamily housing has remained stable 
at levels between 90% and 95% – surpassing other Real Estate segments by far, as 
government programmes and spending has so far cushioned the effects of the crisis 
on individual incomes. Consequently, both income from residential and valuations have 
remained stable – with vacancies remaining low and fluctuation decreasing. This means 
Residential has once again proved to be a ‘safe harbour’ against the storms of external 
impacts and economic shocks.  

Residential is resilient and  
a ‘safe harbour’ during the 
COVID-19 crisis.
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This paper is part of a series examining how future 
trends will impact key asset classes, including 
Office, Residential and Retail & Logistics.  
One common aspect for all asset classes is to 
assess the impact of the COVID-crisis on industry 
developments and the acceleration of trends.

Residential – A ‘safe 
harbour’ in storms
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The COVID-19 crisis has not changed the positive outlook for the residential market. 
Market fundamentals for investing in European multifamily housing remain largely 
unchanged despite a deteriorating economic environment. Residential will continue to 
provide attractive returns. Overall, investors can expect total returns for European buy-
and-hold multifamily housing strategies in the range of 5.0% to 6.0% p.a. over the next 
five years. Income return is expected to be between 2.5% and 3.5%.

Market fundamentals for housing 
continue to support stable and 
attractive returns.

The economic impact of the COVID-19 crisis makes substantial salary increases in 
Europe unlikely in the mid-term, which will cause household income to remain flat. 
At the same time, continuously increasing demand for urban housing is leading to 
increasing rents and prices. This means the issue of affordability affects broad 
groups of households and income classes – including far into the middle class 
and, in the most attractive cities, even the higher middle class. 

To keep housing affordable, programmes need to address subsidised housing for 
those in the lower income brackets. In addition, support is also needed for middle-
class household incomes that are being impacted by rising rents while experiencing 
stagnant incomes. To stay relevant and attractive for this large group of tenants, 
residential investments need to consider affordability concepts and apply them 
across different segments, including multi-family housing, senior living and student 
accommodation. Keeping living affordable and rents at a reasonable share of tenants’ 
incomes contributes to creating a resilient income stream and low default rates 
throughout the lifetime of an investment. 

Affordability is not only a cause  
for debate but becoming a key 
investment criterion.
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Given the central bank response to the pandemic, ‘lower for much longer’ is the scenario 
that institutional investors must address when making decisions about allocations. 
Consequently, the asset mix of portfolios has changed fundamentally over the past 20 
years from a dominating exposure to Fixed Income to a broader asset mix with Fixed 
Income replaced by other asset classes such as Real Estate. 

Residential provides institutional investors with long-term, stable, secure income and a 
250-300 basis point yield spread compared with an average ten-year government bond 
yield. The total return of Residential in Europe has outperformed a basket of government 
bond yields over all time periods, showing remarkable stability and far less drawbacks 
than bond investments. 

With inflation concerns rising, Residential is also a good natural hedge thanks to explicit 
rental indexation. Annual investment volumes in Residential have grown from 5 billion 
EUR in 2009 to 50.8 billion EUR in 2019, in other words from less than 100 million EUR 
per week to almost 1 billion EUR per week. The trend is expected to continue as major 
discretionary real estate funds increase their share in Residential.

Investor demand for Residential 
remains solid, as its risk-return-
characteristics help to stabilise 
investors’ portfolios.

Urbanisation is and will remain one of the main drivers of European residential markets. 
This trend will continue until 2050 by when approximately 85% of European citizens 
will live in cities. However, the face of cities and the dynamics between cities are 
changing. 

The top European cities have reached a high price level, so provide lower returns, while 
younger and innovative cities are catching up. Significant differences in demographics, 
innovations and education, as well as economic power are leading to distinct 
developments. Cities such as Aarhus in Denmark, Coventry in the United Kingdom, 
Eindhoven in the Netherlands, Regensburg and Wiesbaden in Germany and Uppsala 
in Sweden are growing in attractiveness to investors. Going forward, the dynamic 
development of the cities will offer attractive investment opportunities and will become 
key determinants for the performance of Residential portfolios.  

Cities remain magnets but with 
significantly changing dynamics.

Source: PATRIZIA, European Residential Markets, 2020/2021, p. 22
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Lifestyles are becoming increasingly diverse, so preferences and needs for customised 
housing and living concepts are also developing. Senior Living, as well as student 
housing, need to reflect the specific requirements, tailored service concepts and required 
amenities of the respective groups to provide customised solutions. 

New concepts, such as co-living, are also becoming more attractive as they provide 
specific solutions for different societal groups. Co-living, for example, allows young global 
professionals to live within an international community in different global metropolis as it 
combines small living space with attractive amenities and a presence in key global hubs.

Residential concepts are expanding 
with new ways of living.

Big Data captures the dynamics between cities and developments within them. This 
enables the long-term attractiveness of selected streets and areas within cities to be 
evaluated. For example, Big Data can systematically analyse amenities and score streets 
by attractiveness. It can also help to better understand in which directions cities are 
growing and how the different areas will develop. 

Going forward, data intelligence will be critical to identify streets and districts with 
the best potential and to timely understand the development of cities. For example, 
the PATRIZIA Amenities Magnet has a database of 25 million “Points of Interest” (POI) 
gathered from European cities. For example, in London there are 252,896 POI alone, 
some 81,957 in Madrid and a massive 405,733 in Paris. The insights into different 
locations that such data generates can provide valuable guidance to investors.

Data intelligence is key to  
staying on top of the dynamics  
and developments.
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The key strengths of PATRIZIA in residential

• PATRIZIA has a strong European 
reach with Residential experts on 
the ground in 24 offices

• Residential is in the PATRIZIA DNA 
and a key expertise since the 
company’s founding in 1984

Close to assets and tenants

• Dedicated Residential team in 
Transactions, Asset and Fund 
Management

• Pan-European Residential team  
of 200 experts

• Strong research in Residential 
including Big Data analysis

Asset Management close  
to the property

• Continuous development of 
Residential expertise over 37 years

• More than 12 billion EUR Assets 
under Management in Residential

• European flagship funds in 
Residential, e.g., Living Cities, 
diversified funds including 
Residential PATRIZIA PanEuropean 
Property or bespoke investment 
solutions for Residential

• Several European landmark 
transactions

Strong Residential  
track record
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