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Core capital reawakens: scale and
liquidity drive Europe's real estate
reset
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Investors have been gravitating towards core portfolios and seeking to enter at
an attractive pricing point
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Core capital is the lifeblood of the real estate industry and makes up the bulk of
client allocations. It also provides essential exit liquidity for value-add equity and
debt strategies – without core buyers, asset sales stall, capital recycling slows
and the system ends up in gridlock.
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A period of market dislocation and uncertainty led to a slowdown in core capital.
However, since asset values stabilised in mid-2024, core capital has reasserted
its foundational role in European real estate. As investors recalibrate their risk
appetite, the gravitational pull of large-scale, open-ended core funds is
reshaping the investment landscape —  revealing both the structural
vulnerabilities and strategic opportunities.

While global economic instability has negatively impacted the market
landscape,  core capital flows are beginning to recover — and evidence for this
reawakening goes beyond anecdotal observations. According to Inrev’s Investor
Intentions survey, only 21% of respondents reported investing in core strategies
in Europe in 2024, but this figure jumped to around 38% in 2025. This marks a
return towards the long run average and is a positive indicator for the industry.

Why core now?

Despite widespread consensus that the European real estate market has
bottomed out and is in the early stages of recovery, investors remain cautious.
For those seeking outsized returns, we expect this vintage of value-add funds to
perform strongly. However, many investors aren’t ready to commit to higher-risk
strategies just yet.

Instead, investors have been gravitating towards core portfolios and seeking to
enter at an attractive pricing point. In many cases, they are focused on
strategies with strong geographic and sectoral positioning, conservative
leverage profiles, and minimal redemption queues. Quality portfolios and strong
management teams—especially those able to deploy capital quickly—add to the
appeal, even if target returns may be lower than those forecasted for 2024-2025
value-add vintages.

“Investors have been gravitating towards core portfolios and
seeking to enter at an attractive pricing point”
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The market of open-ended European core funds is also still maturing.
Compared to the US, it’s relatively nascent, with several funds having launched
just ahead of market peak. But scale has quickly become a defining factor,
providing a sense of intrinsic security. Funds above €2bn-€2.5bn stand a much
better chance of raising capital, whereas subscale funds below €1bn will likely
face challenges.

In today’s conservative climate, investors are prioritising stability – favouring
established managers, seasoned teams, and portfolios that aren’t overburdened
by redemption queues. Funds backed by stable, long-term sources of capital
also tend to be better positioned.

Consolidation on the horizon

The pressure on subscale funds is mounting, and as a result, the index will
likely look extremely different in five years. While some funds will wind down
and assets will be sold, we will likely see a number of mergers between others.
The M&A opportunity within core real estate has been under-discussed to date
but is becoming increasingly relevant as industry consolidation looms. Many
subscale funds across sectors may no longer be fit for purpose in today’s
environment and could fare better when merged with another.

As core capital regains momentum, the European real estate market is entering
a new phase — one defined by scale, selectivity and strategic repositioning.
The reset is already under way and core capital is once again setting the tone.
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