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Real Estate and the Effects  
of the COVID-19 Pandemic  
in Europe
Gianluca Mattarocci
Università degli Studi di Roma «Tor Vergata», Italia

Simone Roberti
Colliers International, Italia

Abstract The real estate industry was severely a"ected by the COVID-19 in both the 
residential and the commercial sectors due to travel and site-visit limitations, rent sus-
tainability issues and a decrease of or higher uncertainty about disposable income. 
During the lockdown, houses became more important and were analysed in depth. It 
can be assumed that a new demand could emerge a#er this crisis making households 
looking for more comfortable houses since this asset will increase its importance for 
living and working. Similarly, the commercial real estate sector will change due to lower 
rent sustainability. However, the main expected change is related to the building type 
and the standards requested by tenants in the new economic environment.

Keywords Real Estate. Residential. Commercial. Pandemic. COVID-19.

Summary 1 Introduction. – 2 Residential Real Estate. – 3 Commercial Real Estate. – 
3.1 Office Market. – 3.2 Retail. – 3.3 Industrial and Logistic Real Estate. – 3.4 Hospitality. 
– 4 Conclusion.

1 Introduction

After the SARS in 2003, the literature started to study the economic impact of 
similar diseases by considering not only the social cost of the deaths related 
WR�WKH�LQIHFWLRQ�EXW�DOVR�WKH�QHJDWLYH�H೯HFWV�RI�JRYHUQPHQW�SROLFLHV�WKDW�DLPHG�
to reduce infection and protect lives (Keogh-Brown et al. 2010). Theoretical 
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models applied to Europe tried to test the impact of a pandemic sim-
LODU�WR�WKH�6SDQLVK�LQೱXHQ]D�LQ����������5HVXOWV�VKRZHG�VHFWRU�DQG�
FRXQWU\�GL೯HUHQFHV�EXW�DVVXPHG�D�VKRUW�WHUP�H೯HFW�WKDW�ZRXOG�ODVW�
a few quarters (Jonung, Roeger 2006). The coronavirus disease has 
unique features with respect to previous pandemics because it is the 
೰UVW�WLPH�WKDW�ZH�DUH�H[SHULHQFLQJ�VXFK�DQ�HYHQW�LQ�D�JOREDOLVHG�DQG�
interconnected world. Preliminary analysis of the data available to 
date shows that, during the lockdown period, consumption behaviour 
FKDQJHG�VLJQL೰FDQWO\�ZLWK�QHJDWLYH�H೯HFWV�RQ�VRPH�VHFWRUV��IRRG�DQG�
EHYHUDJH��KRVSLWDOLW\��HWF���DQG�SRVLWLYH�H೯HFWV�RQ�RWKHUV��H�FRPPHUFH��
KHDOWKFDUH��HWF����%DFNHU�HW�DO���������7KHVH�H೯HFWV�ZLOO�EH�ORQJ�ODVW-
ing because companies will require several months to recover from 
WKH�ORVVHV�VX೯HUHG�GXULQJ�WKH�ORFNGRZQ�DQG�FXVWRPHUV�ZLOO�UHTXLUH�
time in order to adapt themselves to the new economic environment.
7KH�UHDO�HVWDWH�VHFWRU�ZDV�VHYHUHO\�D೯HFWHG�E\�WKH�SDQGHPLF�VLQFH�

commercial tenants had lower revenues for paying rents during the 
lockdown period and households had lower income to pay rents or 
PRUWJDJHV��0RUHRYHU��WKHUH�LV�D�FKDQJH�LQ�WKH�SHUFHSWLRQ�RI�WKH�H೯L-
cient use of space that may have an impact on the demand for exist-
ing and new real estate assets (Taltavull 2020). This chapter analyses 
the real estate market by considering separately residential (section 
2) and commercial (section 3) real estate. The focus will be on Eu-
URSHDQ�UHDO�HVWDWH�PDUNHWV�DQG�WKH�DQDO\VLV�ZLOO�FRQVLGHU�WKH�GL೯HU-
ent approaches adopted by policy makers for managing the pandem-
ic and the lockdown period.

2 Residential Real Estate

7KH�DQDO\VLV�RI�KRXVHKROG�UHVLGHQFH�LQ�(XURSH�VKRZV�VLJQL೰FDQW�GLI-
ferences among countries [fig. 1].

On average, more than 70% of citizens own their house (with or 
ZLWKRXW�DQ�RXWVWDQGLQJ�PRUWJDJH���%XW�WKH�SHUFHQWDJH�LV�VLJQL೰FDQW-
ly lower in some North and Central European countries (e.g. Switzer-
land, Germany, and Austria) and higher in some East European coun-
tries (e.g. Croatia, Bulgaria, Romania, and Slovakia) where less than 
20% of citizens are renters.

Looking at the type of dwelling, on average less than 50% of Eu-
URSHDQV�DUH�OLYLQJ�LQ�D�ೱDW�EXW�WKLV�SHUFHQWDJH�LV�VLJQL೰FDQWO\�KLJK-
er in the main cities compared to the countryside [fig. 2].

Countries like Switzerland, Latvia and Spain have more than 60% 
RI�FLWL]HQV�OLYLQJ�LQ�D�ೱDW�ZKLOH�RWKHU�1RUWK�(XURSHDQ�FRXQWULHV��OLNH�
Ireland, UK and Netherlands) have more than 80% of citizens living 
in detached and semi-detached or terraced houses.

The lockdown experience showed some limitations of the exist-
ing housing stock. People that experienced ‘smart working’ often 

Gianluca Mattarocci, Simone Roberti
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Figure 1 Population distribution by tenure status in 2019. Source: Eurostat data processed by the Authors

Figure 2 Population distribution by dwelling type in 2019. Source: Eurostat data processed by the Authors
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VX೯HUHG�IURP�WKH�ODFN�RI�VSDFH�QHFHVVDU\�IRU�ZRUNLQJ�IURP�KRPH��
A dedicated table and comfortable seat for working appeared to be 
QHFHVVDU\��7KH�HQWUDQFH�RI�WKH�ೱDW�ZDV�HOLPLQDWHG�LQ�VRPH�GHYHORS-
ments and now could be repurposed, as a ‘decontamination room’. 
Therefore, demand is expected to change in the near future with an 
increase of the average size of houses. Families with children, in 
particular, will look for independent real estate units (detached and 
semi-detached houses) with gardens and terrace that may make liv-
ing at home more enjoyable. Households that expect to work from 
home (even only for few days per week) may have an incentive to buy 
outside downtown areas where prices per square meter are general-
ly lower, making it possible to buy a bigger house.
+RZHYHU��WKH�SDQGHPLF�KDG�D�QHJDWLYH�H೯HFW�RQ�WKH�GLVSRVDEOH�LQ-

come of individuals that were obliged to stop working during ‘phase 
one’ of the lockdown, or are facing higher redundancy risk or sala-
ry cuts (Mann 2020). Moreover, the economic crisis and the credit 
conditions are getting worse in the short term which may reduce the 
number of transactions in the real estate market.

3 Commercial Real Estate

3.1 O!ice Market

7KH�R೯LFH�PDUNHW�KDV�VORZO\�EHHQ�FKDQJLQJ�LQ�WKH�ODVW�\HDUV�ZLWK�
DQ�LQFUHDVH�RI�ೱH[LEOH�VSDFHV�DQG�D�PRUH�LQWHQVLYH�XVH�RI�GHVNV��L�H��
less dedicated desks), causing a decline in the square metre per em-
ployee. The main driver was cost reduction. Therefore, companies 
FKDQJHG�WKH�VW\OH�DQG�WKH�OD\RXW�RI�R೯LFHV�DQG�ODQGORUGV�KDG�WR�DGDSW�
to the new requirements of the market with a switch from the mod-
el of small, independent rooms to open spaces, with a lot of common 
areas, to minimise the consumption of space per employee [fig. 3].
7KH�GHPDQG�IRU�R೯LFH�VSDFH�LQ�WKH�ODVW�\HDUV�JDYH�PRUH�LPSRUWDQFH�

WR�DQFLOODU\�VHUYLFHV��FRQIHUHQFH�URRPV��FDQWHHQV��೰WQHVV�FHQWUHV��DQG�
VR�RQ��WKDW�FRXOG�UHSUHVHQW�D�EHQH೰W�IRU�WKH�HPSOR\HHV�DQG�LQFUHDVH�
MRE�VDWLVIDFWLRQ�DQG�FRUSRUDWH�OR\DOW\��&XVKPDQ�	�:DNH೰HOG�������
'XULQJ�WKH�&29,'����HPHUJHQF\�PDQ\�೰UPV�ZHUH�REOLJHG�WR�LQFUHDVH�

the use of smart working solutions in order to reduce the risk of infection 
for their employees and avoid stopping their business during the lock-
down. Data showed a huge increase in home working and, independent-
ly of the country selected, from 60% to 70% of the European companies 
used smart working solutions for the months of April and May (JLL 2020).
7KH�VRFLDO�GLVWDQFLQJ�UXOHV�KDYH�FKDQJHG�WKH�OD\RXW�RI�WKH�R೯LFH��

increasing the space necessary for each employee. The impact of this 
change could be disruptive for the industry because companies will be 
REOLJHG�WR�UHGXFH�SHRSOH�WKDW�ZLOO�EH�LQ�WKH�R೯LFH�DW�WKH�VDPH�WLPH�E\�

Gianluca Mattarocci, Simone Roberti
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applying rotation and smart working. Otherwise, they will be obliged 
to leave the current buildings and move to new and bigger ones. More-
over, companies may be encouraged to avoid downtown buildings (or 
WRZHUV��DQG�PD\�SUHIHU�WR�ORRN�IRU�VHFRQGDU\�R೯LFH�DUHDV�ZKHUH�ELJ-
JHU�EXLOGLQJV�DUH�PRUH�D೯RUGDEOH��7KLV�FRXOG�EHFRPH�D�QHZ�WUHQG�LI�
employees start moving out of urban areas and prefer to drive to their 
R೯LFH��,Q�VRPH�PDUNHWV��VKDUHG�ZRUNVSDFH�FRPSDQLHV��OLNH�5HJXV�RU�
:H:RUN��KDYH�JURZQ�VLJQL೰FDQWO\��H�J��*UHDWHU�3DULV���7KH\�R೯HU�DQ�
alternative model for big corporations that may opt to rent desks in co-
working spaces located in the suburbs near to residential areas where 
HPSOR\HHV�OLYH��7KLV�PD\�EH�PRUH�FRVW�H೯HFWLYH�WKDQ�LQYHVWLQJ�QHZ�
money in developing owned corporate real estate (Knight Frank 2019).

3.2 Retail

7KH�UHWDLO�VHFWRU�KDV�EHHQ�H[SHULHQFLQJ�D�VLJQL೰FDQW�FKDQJH�LQ�WKH�ODVW�
decade. This was characterised by a crisis of the commercial centres 
not located in prime areas and a decrease in the volume of the new 
investments in some of the major locations in Europe. A comparison 
between commercial retail property investment and consumer online 
spending shows that countries with higher rates of their population 

Figure 3 Average o!ice square metres per employee in the main European cities in 2019.  
Source: Cushman & Wakefield data processed by the Authors
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spending online have weaker retail property investment volumes. The 
ongoing shift away from bricks-and-mortar retail in some areas has a 
direct impact on commercial property market trends (RCA 2019) [fig. 4].
7KH�&29,'����DQG�WKH�ORFNGRZQ�PHDVXUHV�KDYH�KDG�DQ�H೯HFW�RQ�

DOPRVW�DOO�UHWDLO�DFWLYLWLHV�FDXVLQJ�D�VLJQL೰FDQW�GHFUHDVH�RI�DQQXDO�LQ-
come and impacting on the sustainability of rents paid to landlords. 
Groceries and supermarkets were the only businesses that saw an 
increase in monthly revenues following the lockdown. The real es-
tate market showed some interest in developing such businesses in 
areas previously not served (Savills 2020).

During the lockdown, consumers’ behaviour has changed and 
VRPH�FKDQJHV�DUH�H[SHFWHG�WR�ODVW��DQ�LQFUHDVHG�LPSRUWDQFH�RI�IRRG�
and drinks expenditure for home consumption (in supermarkets) and 
the use of e-commerce solutions. Restaurants and bar are expected to 
VX೯HU�LQ�WKH�VKRUW�DQG�PHGLXP�WHUP�XQWLO�WKH�FRQWDJLRQ�FRQWURO�PHDV-
ures will be permanently removed. This is because the smart work-
LQJ��RU�PRUH�SUHFLVHO\�KRPH�ZRUNLQJ��DQG�WUDYHO�UHVWULFWLRQV�D೯HFW�
negatively the demand. Moreover, social distancing measures reduce 
the number of customers that can be served at the same time. The 
forced experience of using e-commerce during the lockdown period 
to buy goods may represent a disruptive event for the economy, with 
more customers developing a preference for the internet channel. 

Figure 4 European retail volume vs Online spending. Source: RCA and Eurostat data processed by the Authors

Gianluca Mattarocci, Simone Roberti
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3.3 Industrial and Logistic Real Estate

Industrial and logistic real estate in Europe showed an increase in 
the volume of take-ups in areas with a good connectivity by ship, 
plane, or train that represented the main market for new investments 
(Mattarocci, Pekdemir 2017) [fig. 5].

In 2019, the main global gateways were located in Benelux, Ger-
many and UK (the so called ‘blue banana’). But there are new mar-
kets that are growing as critical supply chain links and regional hubs 
outside of this area in Northern, Eastern and Southern Europe (Cush-
PDQ�	�:DNH೰HOG�������
'XULQJ�&29,'����WKH�LQGXVWULDO�DQG�ORJLVWLF�VHFWRU�VX೯HUHG�DQ�LQ-

crease in time to delivery, a reduction of the number of connections 
and several constraints applied by each country to reduce commerce 
for inessential goods. Immediately after the end of the lockdown, the 
WLPH�QHFHVVDU\�IRU�UH�DFWLYDWLQJ�EXVLQHVVHV�ZDV�VLJQL೰FDQWO\�ORQJHU�
for companies with few logistic nodes for acquiring inputs and deliv-
ering goods (Deloitte 2020). The pandemic showed the limits of ex-
FHVVLYHO\�JOREDOLVHG�VXSSO\�FKDLQV��ZKLFK�WXUQHG�RXW�QRW�WR�EH�VX೯L-
ciently resilient (Hohenstein et al. 2015). It also pointed out the need 
of a new strategy for procurement and sales that would reduce de-
pendence on international trade in order to avoid the risk of simi-
lar supply chain disruptions in the future (Choi, Rogers, Vakil 2020).

Main logistic ports in Europe Ports that showed the highest increase from 2010

Geographical areas with the higher concentration of logistic ports

Algericas

Sines

Athens

Trieste

Genoa / La Spezia

Dusseldorf

Hamburg

Tricity

Figure 5 European Logistic and Industrial Hubs. Source: Colliers International, 2015
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Figure 6 The expected impact of the COVID-19 on leisure hotels. Notes: Faster recovery: countries  
that depend to a larger degree on domestic tourists and tourism represent a limited part of the economy;  

Gradual recovery: countries that can still count on domestic tourism and less reliant on international tourism; 
Prolonged recovery: countries largely depending on international travellers; Slow recovery: countries where 

tourism play a small role in the economy. Source: Colliers International, 2020

Moreover, consumer behaviour has changed due to the experience of 
e-commerce during the lockdown period and the opportunities relat-
ed to home delivery. For some countries, the growth of e-commerce 
is expected to change radically the logistic and the industrial mar-
kets with an expected growth in the demand of “last mile” warehous-
es near the main cities (Prologis 2020).

3.4 Hospitality

7KH�KRVSLWDOLW\�VHFWRU�ZDV�WKH�೰UVW�WR�EH�GLUHFWO\�D೯HFWHG�E\�WKH�
COVID-19 with hotels, both leisure and business, closing even be-
fore the enforcement of the lockdown measures. Therefore, it is cur-
UHQWO\�RQH�RI�WKH�VHFWRUV�WKDW�LV�VX೯HULQJ�WKH�PRVW�IURP�WKH�SDQGHP-
ic and the social distancing rules (Fernandes 2020).

Many hotels registered cancellation not only during the lockdown 
period but also for the following summer holidays. The negative ef-
IHFW�LV�UHODWHG�WR�D�ODFN�RI�FRQ೰GHQFH�RI�WUDYHOOHUV�UHJDUGLQJ�VDIHW\�

Gianluca Mattarocci, Simone Roberti
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Figure 7 Importance of domestic land (car) based travel. Source: Colliers International, 2020

and hygiene as well as the decrease of disposable income that may 
oblige individuals to avoid unnecessary expenses. The impact on the 
sector is expected to vary across countries also in relation to the in-
cidence of domestic versus foreign tourism [fig. 6].

An analysis of EU shows that the speed of the recovery for the 
hospitality industry will vary across countries. The majority of coun-
tries (13) expect to recover quickly because the size of their tourism 
sector is small and mainly driven by domestic demand. In contrast, 
other countries will recover slowly since the demand is mainly driv-
en by foreigners (Belgium, Bulgaria, Hungary, Switzerland) or be-
cause the tourism sector is one of the most important sectors of the 
economy (Spain). The worst scenario is for countries that were tar-
geting mainly foreign tourism (Croatia, Greece, Italy, Latvia, Portu-
JDO���%XW�DPRQJ�WKHVH�FRXQWULHV�WKHUH�FRXOG�EH�VLJQL೰FDQW�GL೯HUHQF-
es. For some of them the recovery could be faster due to a change in 
the habits of their citizens that in the past preferred to go on holi-
GD\�DEURDG��H�J��,WDO\��RU�GXH�WR�WKH�೰QDQFLDO�VXSSRUW�R೯HUHG�E\�WKHLU�
governments to the tourism industry (Colliers 2020).



Innovation in Business, Economics & Finance 1 186
A New World Post COVID-19, 177-190

Figure 8 The Impact of the COVID-19 on the companies’ business travel policy.  
Source: GTBA data processed by the authors

Another relevant issue is the main type of transport used by tour-
LVWV��SODQH�ERDW�RU�FDU���ZKLFK�YDULHV�VLJQL೰FDQWO\�DFURVV�FRXQWULHV�
[fig. 7]. As international air travel is curtailed, markets more prone 
to demand from international air travel are most exposed to a sharp 
downturn. Markets that can function on domestic car-based travel 
are probably the most resilient.
/RRNLQJ�DW�WKH�KRWHO�W\SRORJ\��EXVLQHVV�RQHV�ZHUH�DOVR�VLJQL೰FDQW-

O\�D೯HFWHG�E\�WKH�SDQGHPLF��7KLV�LV�EHFDXVH�FRPSDQLHV�KDYH�FKDQJHG�
radically their travel policies due to government restrictions on citi-
zen mobility, issues related to the safety of their employees, and the 
UHGXFHG�SUR೰W�PDUJLQV�DYDLODEOH�[fig. 8].
7KH�H೯HFW�RQ�WKH�KRVSLWDOLW\�VHFWRU�LV�H[SHFWHG�WR�ODVW�EHFDXVH�DO-

most all the companies were obliged to switch to online meetings 
during the last months and it may represent an opportunity for busi-
nesses to reduce travel costs in the coming years. The impact is ex-
pected to be higher for the one-day journeys.
$�IRUHFDVW�DERXW�WKH�H೯HFWV�RI�WKH�&29,'����RQ�WKH�KRVSLWDOLW\�LQ-

dustry could be made by starting from comparable disruptive events 
in the past [fig. 9].

A forecast of the hotel occupancy rate dynamics after the COVID-19 
could be done by considering the SARS outbreak in Asia in the 2003. 
The hotel statistics in the main urban areas in China show that af-
ter just two months from the discovery of the disease the hotel mar-
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Figure 9a-b E!ects of comparable disruptive events on the Hospitality Industry.  
Source: Colliers International, 2020
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ket collapsed in term of occupancy and fell below 10% of capacity. 
When the country was able to control the pandemic, travel restric-
tions were removed allowing the hospitality industry to recover the 
standard occupancy rates in only three months.
7KH�PDLQ�GL೯HUHQFH�EHWZHHQ�WKH�FXUUHQW�SDQGHPLF�DQG�6$56�LV�

WKDW�QRZ�WKH�HFRQRP\�LV�H[SHFWHG�WR�VORZ�GRZQ�VLJQL೰FDQWO\�GXH�WR�WKH�
lockdown period, with a loss in average disposable income. The more 
comparable event in the last decades in term of economic impact on the 
KRWHO�LQGXVWU\�LV�WKH�ODVW�೰QDQFLDO�FULVLV��0RUH�WKDQ�VHYHQ�\HDUV�ZHUH�
required to recover the average revenue per available room recorded 
LQ�������DQG�WZR�PRUH�\HDUV�WR�UHFRYHU�WKH�JURVV�RSHUDWLQJ�SUR೰WV�SHU�
available room. Moreover, the impact on the hospitality sector will be 
GL೯HUHQW�DFURVV�FRXQWULHV�GHSHQGLQJ�RQ�WKH�OHQJWK�DQG�VHYHULW\�RI�OR-
cal travel restrictions and quarantine rules (Voth 2020).

4 Conclusion

The economic slowdown related to the COVID-19 pandemic is not ex-
pected to last in the long term. The real estate market will likely be 
one of the key drivers of economic growth in the recovery phase. How-
ever, the pandemic will change the standards requested for both resi-
dential and commercial assets. The expected change is not only relat-
ed to the rent or the price per square meter but also to a new demand 
composition. This will oblige the landlords to adapt their supply to this 
QHZ�PDUNHW�DQG�R೯HU�DVVHWV�LQ�OLQH�ZLWK�WKH�UHTXHVWV�RI�WKH�WHQDQWV�

This process of adaptation will take several years and will not 
be the same across countries and real estate sectors. The resulting 
transformation of the real estate market will create new opportuni-
ties and accelerate ongoing trends.
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