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_ A return to economic growth should support a recovery in office rental growth, but long-term prospects for 

demand remain uncertain, particularly for commodity office stock and secondary locations. 

_ Urban logistics is likely to be among the best-performing parts of the market. However, some regional 

logistics markets are starting to look fully priced.  

_ Pricing is tight for Paris residential, but the market may hold some opportunities in more attractively priced 

commuter locations. 

 

The French office market is emerging from a period of very weak demand, leaving a legacy of elevated vacancy. Despite 

the improving economic picture, it will take time for rental growth to recover while availability gradually declines. The logistics 

and residential sectors are our top areas of focus, having weathered the pandemic well and with strong demand 

fundamentals likely to support attractive rental growth projections and yield compression. The restrictions imposed upon 

retail stores over the past year have added additional pressure to an already beleaguered sector, and here we expect rental 

decline to accelerate before levelling out in around three years. 

Economic conditions improving 

France is currently enjoying a consumer-led economic rebound. Over the next five years, we expect the French economy 

to outperform the Eurozone, with GDP in the Ile-de-France region growing by an additional 20 basis points per annum above 

the national average. Depending on the outcome of next year’s election, there are po tential upsides for economic growth 

should structural reforms to improve French competitiveness be achieved, such as lower corporate taxes, reduced 

bureaucracy, and a higher labour participation rate. 

Active management to become more attractive in office market 

The office market in Central Paris had a particularly weak year in terms of demand in 2020, resulting in vacancy more than 

doubling in the CBD. This change in the occupier balance has reversed the recent upward pressure on rental growth and 

we expect some rental decline this year. In the longer term, we have a neutral call on the CBD as availability is likely to 

decline as occupier demand picks up, and the pipeline of new stock is still very limited. 
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The market has a low proportion of recently built stock and as occupiers require increasingly high-quality space, there is an 

opportunity to realise outperformance in refurbishing well-located assets in the CBD to the latest standards and realise rental 

upside.  

In La Défense, weak demand has coincided with a strong supply surge and we expect to see a sharp drop in prime headline 

rents this year, with negative growth spilling into 2022. Improving transport connections due to an extension of RER line E 

in 2022 and the arrival of the Grand Paris Express over the next 10 years could improve the market’s draw for occupiers , 

and there may be an opportunity to acquire assets at an attractive yield in 2022 and capture the upside from a turnaround 

in rents. However, there are risks to this outlook. The supply pipeline is still likely to be strong in 2024 and 2025 and there 

may be a longer-term reduction in office demand should the working-from-home trend outlast the pandemic.  

Regional office markets offer a mixed picture. Occupier demand is strong in Lyon but a substantial pipeline is likely to take 

the pressure off rental growth in the next five years. Net completions are also high in Lille but weaker regional economic 

growth is likely to reduce demand for office space and we expect rents to increase by less than 1% per annum over the next 

five years. Marseille’s Euroméditerranée area offers some opportunity for refurbishment as vacancy is low, particularly for 

modern stock, but rental growth is likely to be relatively limited.  

Overall, we do not have a primary focus on the office market in France, given the uncertainty over how well occupier demand 

will pick up following the pandemic, as well as limited prospects for further yield compression. 

Narrowing opportunity in logistics 

Over the past 12 months, prime logistics yields in France have compressed by around 50 basis points and now stand at 

close to 3.50%, among the lowest in Europe.1 While there is still some room for further yield compression, regional France 

is falling down the list of preferred logistics markets as supply growth is likely to constrain future rental growth and there i s 

currently very little yield premium on offer over Paris.  

However, urban logistics in Paris is one of our top-performing markets across all sectors over the next ten years. The 

fundamentals are very positive for logistics demand, with a large and affluent population to serve and an online sales ratio 

that has risen sharply since the onset of the pandemic. Over the next five years, French e-commerce sales are forecast to 

grow at double-digit rates, giving a strong impetus for logistics demand close to the city.2 Locations such as Brétigny-sur-

Orge to the south of Paris, or Gennevilliers in the north are highly supply constrained, which should support strong rental 

growth. 

LOGISTICS PRIME TOTAL RETURN (2021-25F, % P.A.) 

 
 
Source: DWS, July 2021. F = Forecast. Forecasts are based on assumptions, estimates, views and hypothetical models or analyse s, which might prove 

inaccurate or incorrect. Past performance is not indicative of future returns. 

 
1 CBRE, PMA,  2021 Q2 
2 Business Wire, December 2020 
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The growth and popularity of logistics has come at the expense of the retail sector, which is undergoing a period of significant 

price correction. Shopping centre rents were already trending downwards before last year, but the shift in spending patterns 

brought on by the pandemic means we now anticipate a sharper near-term fall, and don’t expect rents to return to pre-

pandemic levels for at least 10 years. In addition to an increasing proportion of sales moving online, the prime high street 

market has suffered from a lack of tourist footfall over the past 18 months, with rental values falling by almost 24% year-on-

year by Q1 2021.3 

Paris residential an increasing focus 

Residential investment in France is growing from a low base. In a nod to the current popularity of the sector, volumes in the 

12 months to mid-2021 comprised 15% of the all property total, compared with just 5% on average over the past ten years. 4  

We see a slight outperformance in Paris, which is the most liquid market, and the most promising for the private rented 

sector. This is due to having a significant and growing population of young professionals with a higher propensity to rent, 

particularly given the rising price of buying a property. Supply is highly constrained, but development is picking up in well-

connected suburbs which are likely to benefit from connection to the Grand Paris Express. We see the greatest opportunity 

in these areas, which also trade at more attractive valuations compared to the city centre, although entry yields are  still 

relatively low. 

The key risk in this market is regulation, which is highly protective for tenants, with the Loi Elan already prevent ing rents 

from rising beyond a given threshold each year. Nonetheless, with experience, expertise and on the ground asset 

management, this should not be seen as a major barrier to investing in the French residential sector. 

FRANCE RESIDENTIAL SALES VOLUME (€BN) 

 
 
Source: RCA, July 2021. 

 

 

 
3 CBRE, Q1 2021 
4 RCA, July 2021 
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IMPORTANT INFORMATION 

For North America: 

The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsidiaries, such as DWS Distributors, Inc., which offers investment products, or 
DWS Investment Management Americas, Inc. and RREEF America L.L.C., which offer advisory services.  

This material was prepared without regard to the specific objectives, financial situation or needs of any particular person who may receive it. It is intended for 
informational purposes only. It does not constitute investment advice, a recommendation, an offer, solicitation, the basis fo r any contract to purchase or sell  
any security or other instrument, or for DWS or its affiliates to enter into or arrange any type of transaction as a conseque nce of any information contained 

herein. Neither DWS nor any of its affiliates gives any warranty as to the accuracy, reliability or completeness of information which is contained in this document. 
Except insofar as liability under any statute cannot be excluded, no member of the DWS, the Issuer or any office, employee or  associate of them accepts any 

liability (whether arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage whether 
direct, indirect, consequential or otherwise suffered by the recipient of this document or any other person.  

The views expressed in this document constitute DWS Group’s judgment at the time of issue and are subject to change. This document is  only for professional 

investors. This document was prepared without regard to the specific objectives, financial situation or needs of any particular person who may receive it. No 
further distribution is allowed without prior written consent of the Issuer.  

Investments are subject to risk, including market fluctuations, regulatory change, possible delays in repayment and loss of income and principal invested. The 
value of investments can fall as well as rise and you might not get back the amount originally invested at any point in time. 

An investment in real assets involves a high degree of risk, including possible loss of princip al amount invested, and is suitable only for sophisticated investors 

who can bear such losses. The value of shares/ units and their derived income may fall or rise.  

War, terrorism, economic uncertainty, trade disputes, public health crises (including the recent pandemic spread of the novel coronavirus) and related 

geopolitical events could lead to increased market volatility, disruption to U.S. and world economies and markets and may have significant adverse effects on 
the global real estate markets.  

For Investors in Canada.  No securities commission or similar authority in Canada has reviewed or in any way passed upon this document or the merits of the  

securities described herein and any representation to the contrary is an offence.  This document is intended for discussion purposes only and does not create 
any legally binding obligations on the part of DWS Group. Without limitation, this document does not constitute an offer, an invitation to offer or a 
recommendation to enter into any transaction. When making an investment decision, you should rely solely on the final documentation relating to the transaction 

you are considering, and not the [document – may need to identify] contained herein. DWS Group is not acting as your financial adviser or in any other fiduciary 
capacity with respect to any transaction presented to you.  Any transaction(s) or products(s) mentioned herein may not be app ropriate for all investors and 

before entering into any transaction you should take steps to ensure that you fully understand such transaction(s) and have made an independent assessment 
of the appropriateness of the transaction(s) in the light of your own objectives and circumstances, including the possible risks and benefits of entering into such 
transaction. You should also consider seeking advice from your own advisers in making this assessment. If you decide to enter into a transaction with DWS 

Group you do so in reliance on your own judgment. The information contained in this document is based on material we believe to be reliable; however, we do 
not represent that it is accurate, current, complete, or error free. Assumptions, estimates and opinions contained in this document constitute our judgment as 
of the date of the document and are subject to change without notice. Any projections are based on a number of assumptions as to market conditions and there 

can be no guarantee that any projected results will be achieved. Past performance is not a guarantee of future results. The d istribution of this document and 
availability of these products and services in certain jurisdictions may be restricted by law. You may not distribute this document, in whole or in part, without 
our express written permission. 

For EMEA, APAC & LATAM: 

DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they operate their business activities. The respective legal entities 

offering products or services under the DWS brand are specified in the respective contracts, sales materials and other produc t information documents. DWS, 
through DWS Group GmbH & Co. KGaA, its affiliated companies and its officers and employees (collectively “DWS”) are communicating this document in good 
faith and on the following basis. 

This document has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor. Before making an 
investment decision, investors need to consider, with or without the assistance of an investment adviser, whether the investments and strategies described or 

provided by DWS Group, are appropriate, in light of their particular investment needs, objectives and financial circumstances. Furthermore, this document is 
for information/discussion purposes only and does not constitute an offer, recommendation or solicitation to conclude a transaction and should not be treated 
as giving investment advice. 

The document was not produced, reviewed or edited by any research department within DWS and is not investment research. There fore, laws and regulations 
relating to investment research do not apply to it. Any opinions expressed herein may differ from the opinions expressed by other legal entities of DWS or their 

departments including research departments. 

The information contained in this document does not constitute a financial analysis but qualifies as marketing communication. This marketing communication 
is neither subject to all legal provisions ensuring the impartiality of financial analysis nor to any prohibition on trading prior to the publication of financial analyses. 

This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, projections, opinions, 
models and hypothetical performance analysis. The forward looking statements expressed constitute the aut hor‘s judgment as of the date of this document. 

Forward looking statements involve significant elements of subjective judgments and analyses and changes thereto and/ or cons ideration of different or 
additional factors could have a material impact on the results indicated. Therefore, actual results may vary, perhaps materially, from the results contained 
herein. No representation or warranty is made by DWS as to the reasonableness or completeness of such forward looking statements or to any other financial  

information contained in this document. Past performance is not guarantee of future results.  

We have gathered the information contained in this document from sources we believe to be reliable; but we do not guarantee t he accuracy, completeness or 
fairness of such information. All third party data are copyrighted by and proprietary to the provider. DWS has no obligation to update,  modify or amend this 

document or to otherwise notify the recipient in the event that any matter stated herein, or any opinion, pro jection, forecast or estimate set forth herein, changes 
or subsequently becomes inaccurate. 

Investments are subject to various risks, including market fluctuations, regulatory change, possible delays in repayment and loss of income and principal 
invested. The value of investments can fall as well as rise and you might not get back the amount originally invested at any point in time. Furthermore, substantial 
fluctuations of the value of any investment are possible even over short periods of time. The terms of any investment will be exclusively subject to the detailed 

provisions, including risk considerations, contained in the offering documents. When making an investment decision, you should rely on the final documentation 
relating to any transaction. 

No liability for any error or omission is accepted by DWS. Opinions and estimates may be changed without notice and involve a number of assumptions which 
may not prove valid. DWS or persons associated with it may (i) maintain a long or short position in securities referred to herein, or in related futures or options, 
and (ii) purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage  or other compensation. 

DWS does not give taxation or legal advice. Prospective investors should seek advice from their own taxation agents and lawyers regarding the tax 
consequences on the purchase, ownership, disposal, redemption or transfer of the investments and strategies suggested by DWS. The relevant tax laws or 
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regulations of the tax authorities may change at any time. DWS is not responsible for and has no obligation with respect to any tax imp lications on the 
investment suggested. 

This document may not be reproduced or circulated without DWS written authority. The manner of circulation and distribution of this document may be restricted 
by law or regulation in certain countries, including the United States.  

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, 
country or other jurisdiction, including the United States, where such distribution, publication, availability or use would b e contrary to law or regulation or which 
would subject DWS to any registration or licensing requirement within such jurisdiction not currently met within such jurisdiction. Persons into whose possession 

this document may come are required to inform themselves of, and to observe, such restrictions.  

© 2021 DWS International GmbH 

Issued in the UK by DWS Investments UK Limited which is authorised and regulated by the Financial Conduct Authority (Reference number 429806). 

© 2021 DWS Investments UK Limited 

In Hong Kong, this document is issued by DWS Investments Hong Kong Limited and the content of this document has not been reviewed by the Securities and 
Futures Commission. 

© 2021 DWS Investments Hong Kong Limited 

In Singapore, this document is issued by DWS Investments Singapore Limited and the content of this document has not been reviewed by the Monetary 
Authority of Singapore. 

© 2021 DWS Investments Singapore Limited 

In Australia, this document is issued by DWS Investments Australia Limited (ABN: 52 074 599 401) (AFSL 499640) and the content of this document has not 

been reviewed by the Australian Securities Investment Commission. 

© 2021 DWS Investments Australia Limited 

For investors in Bermuda: This is not an offering of securities or interests in any product. Such securities may be offered o r sold in Bermuda only in compliance 
with the provisions of the Investment Business Act of 2003 of Bermuda which regulates the sale of securities in Bermuda. Additionally, non-Bermudian persons 
(including companies) may not carry on or engage in any trade or business in Bermuda unless such persons are pe rmitted to do so under applicable 

Bermuda legislation. 

For investors in Taiwan: This document is distributed to professional investors only and not others. Investing involves risk. The value of an investment and the 
income from it will fluctuate and investors may not get back the principal invested. Past performance is not indicative of future performance. This is a marketing 

communication. It is for informational purposes only. This document does not constitute investment advice or a recommendation to buy, sell or hold any security 
and shall not be deemed an offer to sell or a solicitation of an offer to buy any security. The views and opinions expressed herein, which are subject to change 

without notice, are those of the issuer or its affiliated companies at the time of publication. Certain data used are derived from various sources believed to be 
reliable, but the accuracy or completeness of the data is not guaranteed and no liability is assumed for any direct or conseq uential losses arising from their 
use. The duplication, publication, extraction or transmission of the contents, irrespective of the form, is not permitted.  
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