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Overview

Outlook improving despite mixed conditions

Global economic conditions remain mixed, environment, combined with solid labor markets,
but growth has proved to be resilient with should deliver further improvements to the
forecasts revised up as the year has progressed. outlook through the second half of the year
Falling inflation and an easing monetary policy and into 2025.
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Global Capital Flows

Interest rates

Improved sentiment at mid-year
balanced by continued interest rate
uncertainty

Investor sentiment is more positive at mid-year
compared to late 2023, as many of the largest
markets are anticipating easing monetary
policies by year-end. Between persistent
uncertainty around the timing of interest rate
shifts and geopolitics, risks remain highly
dynamic and could introduce volatility and

Financial markets’ forward expectations of policy rates
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impact market sentiment in the second half
of the year. Notwithstanding the risk of further
stalling, momentum is expected to pick up

as the year progresses, and there have been
early signs of an inflection pointin real estate
markets. Dry powder levels continue to be
high, most recently at US$393 billion, and
while core institutional capital is still selective,
numerator and denominator pressures on
allocations have begun to subside, and capital
deployment is improving for debt and higher-
yielding strategies.
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Pricing dynamics
Pricing is stabilizing in most
markets globally

As the real estate market nears an inflection
point, there are signs of progress. Over the first
half of the year, bidder activity in aggregate is
increasing significantly, boosting Global Bid
Intensity to more normalized levels, although
market conditions differ due to the higher rate
environment. Real estate markets globally have
undergone significant price adjustments from
peak 2022 levels with few exceptions, largely
driven by the rising cost of capital. Pricing is
now stabilizing at levels observed since the start
of the year. Investor propensity to transact is
greater in markets where price adjustments are
more transparent, and there are early signs of
yield compression for in-favor sectors in parts
of the U.S. and Europe. In Asia Pacific, pricing
adjustments are coming through most quickly
in Australia and South Korea to date.

Debt markets
Availability and cost of debt
improving further at mid-year

Debt market conditions continue to improve
and broaden, as origination volumes stabilize
and pricing comes in further. Markets saw spread
compression during the first half of 2024, albeit
to varying degrees, across the U.S. and parts of
Europe and Asia. Lender confidence remains
varied and is strongest for in-demand sectors.
Confidence is also broadening for larger loans
and beyond newer-vintage, top-tier assets. In
the elevated rate and constrained transactional
environment, loan workouts and refinancings
continue to be a focal point. Loan originations
have stayed balanced and diversified across
various lender types. The most material shift,
however, has been the rebound in CMBS issuance
in the U.S., which has seen substantial growth
so farin 2024. This market has become one of
the most constructive for CMBS issuance since
2021 and is supporting larger transactions,
refinancings and less in-favor assets.
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Investment activity
Closed deal activity stable in Q2;
strategic deals re-emerging globally

Improved market sentiment was evident in
closed transaction activity during the second
quarter. Globally, direct investment volumes
were stable year-over-year, reaching US$155
billion in Q2. This brought first-half volumes
to USS$287 billion, reflecting a year-to-date
decrease of a moderated 4%. Investment
volumes were 4% lower year-over-year in the
Americas but posted modest gains in EMEA and
Asia Pacific during the quarter, an early signal
for growth. Strategic transactions, including
those of scale, are re-emerging in the markets
globally, in particular for living strategies.
Recent significant transactions have also been
announced in the logistics and data center

sectors across the regions. These transactions
represent important barometers for the market
and are expected to spur more activity.

Sector dynamics
In-demand sectors driving
early recovery

Divergent sectoral dynamics remain, and investors
are most focused on deploying capital to growth-
oriented sectors such as living, logistics and
alternative property types. Hotels and retail are also
seeing improvements given strong fundamentals,
with both sectors recording gains in investment
activity in the first half of the year. Diversification is
still a top priority in the current investment climate,
and the extent of these shifts will vary globally in
the coming years, influenced by differences in the
investible universe, risk profile and sector forecasts.

Investment volumes annual change by region, Q2 2020 - Q2 2024
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Property Sectors

Offices
Gradual recovery in demand continues

Global office leasing activity continued to
strengthen from subdued 2023 levels during the
second quarter, with volumes 10% above levels
from a year earlier. Performance was mixed
across regions as a brighter economic outlook
and stabilizing hybrid work policies contributed

Global office gross leasing volumes, H1 2007 - H1 2024
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and Europe (+4%), while volumes edged lower
(-2%) in Asia Pacific amid cost concerns and
lower availability in several key markets. Slowing
occupancy losses in the U.S. and positive
absorption in Europe and Asia Pacific in Q2
helped global net absorption reach its highest
level since the start of 2022.
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The global vacancy rate inched higher to 16.6%,
rising by 10bps across all three regions. New com-
pletions in 2024 are set to fall slightly from last year
to 15.2 million square meters before declining an
additional 18% next year, as higher construction
costs and limited financing slow the development
pipeline. New groundbreakings have fallen to their
lowest level on record in the U.S. over the last 12

Europe

Asia Pacific

months and supply will also slow in Europe go-
ing into 2025, although new deliveries will stay
above historic averages in Asia Pacific. Overall
vacancy is expected to continue rising, but as
leasing activity gradually improves further and
tenants focus on upgrading their portfolios,
availability for in-demand space and locations
is decreasing in many markets.
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Logistics
Varied performance as fundamentals
recalibrate

Industrial absorption across the globe was varied
during the second quarter as volumes rose in
EMEA and Asia Pacific following a slow start to the
year, but stalled in North America. Vacancy rates
across all three regions remain elevated, largely
due to record-high deliveries over the previous

12 months. Rental growth is still positive but is
beginning to plateau given steadily increasing
supply and evolving market dynamics.

Occupiers are continuing to exercise caution
when making leasing decisions. U.S. industrial
absorption during Q2 was level with the previous
quarter, bringing the year-to-date total to 54%
below H1 2023. However, European leasing
markets showed signs of slowly emerging from
their lull during the second quarter, reflected
in leasing volumes increasing by 12% over the
quarter and by 4% year-over-year across the
region. In Asia Pacific, quarterly net absorption
rebounded, rising by 20% from a very slow

Regional logistics demand, Q2 2023 - Q2 2024
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start to the year. At 2.9 million square meters,

Q2 absorption was on par with the five-year
quarterly average, although it was still 33% below
record 2023 levels.

Retail
Global retail leasing markets
show resilience

Consumer demand across major markets
globally is holding up despite retail spending
growth softening from the above-average rates
seen over the last two years. While conditions
differ by market, retail spending in many mature
retail markets is likely to pick up in the second
half of 2024 and strengthen in 2025, driven by
the return of rising real disposable incomes,
international tourism and an anticipated
increase in economic activity. With a limited
supply of space in the best locations, prime
rents are expected to gradually edge upwards
in many markets over the remainder of the year
before broadening further through 2025 in line
with strengthening consumer demand.

Europe Asia Pacific
Gross Leasing
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North America: based on 55 city markets in the U.S. and 9 city markets in Canada; Europe: based on 13 national markets; Asia Pacific: based on 35 city markets.
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Retail leasing markets remain active, although
limited available supply is holding back
demand in some locations. In the U.S,, net
absorption jumped 53% quarter-over-quarter
in Q2, but declining deliveries and construction
starts mean that the major challenge in coming
months will be for retailers to find quality
space in desirable locations. In Europe, leasing
continued to rise in the quarter as retailers look
beyond the current slowdown in spending.
Activity is also expanding, albeit selectively,
outside prime destinations with limited
available space. Demand also remains healthy
across most Asia Pacific markets, as increasing
numbers of international visitors contribute to
strong foot traffic in many prime urban areas.

Living
Larger deals drive continued living
investment market recovery

Signs continue to build of a strengthening
global living investment market. The U.S. saw
the return of bigger-ticket transactions in Q2,
while yield stabilization in Europe has also
contributed to the return of larger deals. Overall
investment volumes in the U.S. living sector
were up 16% compared with the previous
quarter, and EMEA living investment nearly
doubled its Q1 figure. Asia Pacific investment
was also up on the first quarter, albeit on much
lower volumes compared to the other two
regions. Living investment activity will continue
to strengthen throughout 2024 as global
markets stabilize and central banks implement
modest rate cuts.

Overall, USS22 billion in U.S. multi-housing
volumes closed in Q2, up from USS$19 billion in
Q1. Living alternatives in the U.S. are continuing
to ride momentum as they offer additional

income diversification from the broader rental
multi-housing market. In Europe, living markets
now account for the largest share of direct
investment across the region, with investment
volumes rising by 13% on the same period last
year. In Asia Pacific, structural drivers continue
to be stronger, although elevated global interest
rates weighed on activity during the second
quarter, which improved on the first quarter but
was still 27% lower than the previous year.

Hotels & hospitality
Global hotel performance begins
to normalize

Global hotel revenue per available room
(RevPAR) stayed high through the first five
months of 2024 at 13.2% above 2019 levels.
Though performance remains robust, demand
has begun to normalize in many markets as
growth relative to 2019 has slipped over the
past three months, driven by lower consumer
savings, particularly across the United States.

While accelerating business travel and
strengthening international demand have
mitigated some of these declines, the Americas
saw performance drop for the first time in nearly
two years in Q2, with resort and leisure-heavy
destinations experiencing the largest falls. In
Asia Pacific the reopening of all borders in late
2023 has yet to spur as much travel as expected,
YTD RevPAR is still sitting 11% below 2019,
although performance is predicted to recover
to pre-pandemic levels by year-end. Hotel
demand in EMEA remains strong, with RevPAR
growth outpacing all other regions. We expect
European RevPAR to increase even further in the
coming months, driven by the Paris Olympics
which is anticipated to generate record demand
for the city and surrounding markets.
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Research at JLL

JLUs research team delivers intelligence, analysis and
insight through market-leading reports and services
thatilluminate today’s commercial real estate dynamics
and identify tomorrow’s challenges and opportunities.
Our more than 500 global research professionals track
and analyze economic and property trends and forecast
future conditions in 60 countries, producing unrivalled
local and global perspectives. Our research and expertise,
fueled by real-time information and innovative thinking
around the world, creates a competitive advantage for our
clients and drives successful strategies and optimal real
estate decisions.

About JLL

For over 200 years, JLL (NYSE: JLL), a leading global
commercial real estate and investment management
company, has helped clients buy, build, occupy, manage and
invest in a variety of commercial, industrial, hotel, residential
and retail properties. A Fortune 500® company with annual
revenue of $20.9 billion and operations in over 80 countries
around the world, our more than 105,000 employees bring
the power of a global platform combined with local expertise.
Driven by our purpose to shape the future of real estate for a
better world, we help our clients, people and communities
SEE A BRIGHTER WAYM. JLL is the brand name, and a
registered trademark, of Jones Lang LaSalle Incorporated.
For further information, visit jll.com

This report has been prepared solely for information purposes and does not necessarily purport to be a complete analysis of the topics

discussed, which are inherently unpredictable. It has been based on sources we believe to be reliable, but we have not independently verified
those sources and we do not guarantee that the information in the report is accurate or complete. Any views expressed in the report reflect
our judgment at this date and are subject to change without notice. Statements that are forward-looking involve known and unknown risks
and uncertainties that may cause future realities to be materially different from those implied by such forward-looking statements. Advice we
give to clients in particular situations may differ from the views expressed in this report. No investment or other business decisions should be
made based solely on the views expressed in this report.
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