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Highlights from the event

Luxembourg market update

• With a steady GDP growth of 3.6%, a low 
government debt and low inflation, the 
economic evolution of the Grand Duchy is 
more than encouraging for investors. 

• The scarcity of prime assets, the pressure 
on the office market and the lowering yield 
remain high on their agenda. 

• In terms of offices, the vacancy rate is still 
very low, with an average of 5% in general 
and going below 3% in the city centre and 
Kirchberg. 

• The Cloche d’Or area has great potential. 
With the arrival of new occupiers in the next 
years, the future looks bright. Prices will 
surely follow the trend and rise to reach the 
level of those in Kirchberg. 

• The good news is that the government 
understands the matter at stake and invests 
heavily in infrastructure, with a tramway line 
expected in 2021. 

• In terms of alternative sectors, data centres 
seem to attract very specific investors 

whose area of activity is around technology 
and communications, therefore creating a 
well-defined niche. Satellite offices are still 
attractive, but this might change with the 
inauguration of the tramway line.

New market realities

Our Emerging Trends in Real Estate® research 
has for many years identified drivers of change 
for the industry such as urbanisation (with 1.5 
million people moving into cities each week), geo-
political risks, the demands from occupiers and 
technology, but 2016 demonstrated that anything 
is possible and history will not continue. This 
created the market realities for 2017 in terms of:

1. The rise of social issues
2. The search for yield intensifying and moving 

investment decisions up the risk curve
3. Technology changing everything
4. Geopolitical risks

The real estate sector faces  shifts that is transforming  the industry. Concerns 
around political instability cloud the outlook for Europe in 2017, while technology 
keeps changing the way buildings are used and how we do business. To discuss the 
new market realities and their potential implications, PwC Luxembourg and ULI 
organised a dedicated industry event Real Estate 2017 - New market realities, 
starring guest speaker Vincent Bechet, Board Member of ULI BeLux, at Crystal Park 
on 31 January 2017. 
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The rise of social issues

Global instability has been a rising 
concern for the real estate industry 
and social issues are becoming more 
important. Populism is questioning 
traditional economic systems and we are 
faced with de-globalisation implications 
as a consequence of events such as Brexit 
and the US elections. As the principle 
of a global economy gets more eroded 
there will be a shift in capital flows and 
a new investment landscape as a result 
of changing macro-economic and tax 
policies. We can also expect an increased 
focus on social infrastructure investment 
as a means of “spreading” wealth to all 
in society. The role of the real estate 
industry will become more important in 
the provision of this infrastructure.

The search for yield 
intensifying and moving 
investment decisions up 
the risk curve

Industry players see the best prospects 
for investment and development in the 
following sectors for 2017:

There is a clear move away from the 
traditional asset classes such as office 
and retail investment. These asset 
classes present higher risk as they 
require a greater operational approach 
to investing. In this search for yield, the 
industry is moving up the risk curve and 
there is a danger that these risks may not 
be well understood and managed.

Investment Development

1 Private rented residential Private rented residential

2 Student housing Student housing

3 Logistics facilities Logistics facilities

4 Shared/services offices Healthcare

5 Retirement/assisted living Serviced apartments

6 Healthcare Shared/services offices

7 Hotels Affordable housing

8 Serviced apartments Retirement/assisted living

9 Parking Housebuilding for sale

10 Data centres Hotels



Technology is changing 
everything

Technology is changing how buildings 
are occupied, leased and impacts the 
value of real estate. None of the shifts 
in technology are either sudden or 
revolutionary. It builds on developments 
that have been taking place over the past 
decade but the difference today is the 
speed at which its evolving. There are 
essentially eight emerging technologies 
impacting real estate.

• The Internet of Things, together 
with sensors, result in smart cities 
and will make building management 
more effective

• Augmented and virtual reality 
is changing the commercial real 
estate experience from initial design 
to “selling” the project to investors 
and tenants.

• Blockchain will increase 
transparency, efficiency and security, 
not only for deals and property 
registery, but also for mortgage 
lending.

• 3D-printing will impact the 
logistics sector but also the build 
environment with single story houses 
being printed in less than 24hours. 

• The use of artificial intelligence 
in driverless cars are likely to result 
in a need to rethink the use of 
parking spaces in buildings, there 
will also be a  requirement for 
accessible parking lots. 

• Drones are being used to monitor 
development projects but could also 
disrupt the logistics sector.

• There will be broad application of 
Robots as it’s expected that 47% of 
jobs will be automated in the next 20 
years.

Geopolitical risks

During the market panel discussion it was 
acknowledged that geo-political risk is an 
underlying uncertainty for the real estate 
industry.

• Brexit brings a lot of uncertainty 
to the market. Although it’s difficult 
to predict and separate real estate 
from broader political changes, the 
overall feeling is that the market 
has experienced worse crises 
in the past and will continue to 
flourish. Luxembourg can get the 
icing on the cake, but it has to work 
on infrastructure and tackle the 
challenge of an already growing 
population. Hosting 10,000 - 20,000 

people who arrive at once as a 
result of business relocation from 
London could be very complicated. 
The market’s ace in the sleeve is 
its historical great position as an 
investment funds centre and its 
collection of profiles with financial 
skills available.

• Trump administration has 
put forward a series of measures 
that might have unpredictable 
consequences. No matter how 
international relations will evolve in 
the coming years, Luxembourg needs 
to continue being a pivot to Asia and 
Asian capital. 

What is abundantly clear after 
taking the pulse of the industry, 
is that below the surface, there 
are complex and significant 
influences at play. Looking 
ahead, we see changes that 
are changing society and our 
industry’s view of the future 
role of the built environment 
and the property cycle – as it 
affects supply, occupation, 
ownership and investment. 
If real estate players are to 
thrive in a fast-changing and 
uncertain world, they will need 
to make bold decisions.
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