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Abstract. Participants in the real estate market are exposed to a variety of endogenous and exogenous crises. Because the
real estate market environment is closely interconnected with the broader society and its diverse forces, the direct and
indirect impacts of crises are experienced through changes in real estate market dynamics. In the future, the market en-
vironment is expected to be even more challenging, full of complexity, uncertainties, and ambiguities, which will require
developing the skills, first, to learn from crises already experienced and then to foresee, prevent, or adapt to ones yet un-
seen. This article aims to deepen the understanding of how crisis impacts were perceived in the real estate market during
the COVID-19 pandemic. The research applies a qualitative approach by interviewing 19 real estate market professionals in
Finland to identify the factors influencing market dynamics, such as market sentiments, preferences, and procedures. The
results will help market participants understand the diversity of crisis impacts, their interconnections, and how they are
perceived. The findings contribute to the real estate literature by offering a qualitative perspective that supports individuals
and organizations in developing risk and crisis management skills and contributes to building a more resilient real estate
market to support communities.
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Introduction

The turbulent recent years have brought several unex-
pected shocks, which is a characteristic situation in the
so-called VUCA world, where rapid changes, complexity,
volatility, ambiguity, and uncertainties are common (Ben-
nett & Lemoine, 2014; Heinonen et al., 2017; Karjalainen
et al., 2022). The real estate market environment is fun-
damentally connected to the various forces of change in
society and the broader market environment (Toivonen
& Viitanen, 2015) and exposed to the challenges of the
VUCA world (Guo & Cheng, 2019; Worzala & Wyman,
2022). The diverse forces shape the values, preferences,
aims, and actions of diverse market participants, includ-
ing, for example, investors, space users, and developers as
well as those in the public sector who steer the future de-
velopment of the built environment. Both the demand and
supply of real estate are exposed to the variety of forces
and their impacts, whether positive, neutral, or negative.
The fundamental task of real estate market participants
is to acknowledge and analyze the forces of change to re-
spond to the changing landscape of market dynamics. This
is no easy task, as the forces differ in nature and form

complex networks of causal relationships with direct and
indirect impacts (Pelsmakers et al., 2021; Toivonen & Vii-
tanen, 2016).

Moreover, scholars believe that the number of risks
will increase in the future and become even more com-
plex and challenging (Castafio-Rosa et al., 2022; Iloniemi
& Limnéll, 2018; PwC, 2021). Real estate market partici-
pants have diverse motivations and capacities for iden-
tifying and analyzing the forces that create uncertainty
(Toivonen, 2011, 2021; Toivonen et al., 2021; Wilkinson
& Reed, 2008), some of which are well-recognized, signifi-
cant, and highly probable megatrends, such as urbaniza-
tion and globalization, while others appear suddenly and
are not widely recognized in the market environment;
these are typically called black swans (Taleb, 2007) or wild
cards (Hiltunen, 2010). Interestingly, both megatrends
and wild cards have the potential to yield radical future
impacts (Kuusi & Kamppinen, 2002; Hiltunen, 2010) and
thus the potential to change market dynamics dramati-
cally, resulting in crises. This challenges our capacity to
monitor the future real estate market environment and the
broader society.
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In addition to the recent crises of COVID-19, the war
in Ukraine, and the energy crisis, the real estate market
and its actors have experienced a variety of other shocks
over the past decades as discussed in detail in this arti-
cle’s literature review. Typically, real estate is considered a
rather high-risk business, and the risk is usually connected
to the potential for economic loss (Brueggeman & Fisher,
2011; Graaskamp, 1981). Risk is primarily characterized
by the uncertainty it inspires regarding future outcomes
(Crouhy et al., 2006; Hopkin, 2018; Kallunki et al., 2008).
To cope with this uncertainty, diverse strategies, methods,
and tools have been created to avoid, mitigate, transfer, or
accept and prepare for risks (Berg, 2010).

In the field of real estate, there are several ways to cat-
egorize risk based on its origin and impacts, for example,
systematic/market risks and idiosyncratic/property-spe-
cific risks (Wilkinson & Reed, 2008) as well as business,
financial, liquidity, inflation, tenant, management, interest
rate, legislative, economic, and environmental risks (Brue-
ggeman & Fisher, 2011; Kaleva et al., 2017). Typically, real
estate risk has been addressed and managed with meth-
ods such as due diligence, market and property analysis,
insurance, agreements, and diversification (e.g. Bruegge-
man & Fisher, 2011; Kaleva et al., 2017). However, it is
not always obvious how negative impacts are expected
to actualize and how the forces of change are concretely
linked to identified risks in the real estate field. Risks are
often addressed by establishing a quantitative range for the
variation of possible impacts (e.g., a range of variation for
construction costs or inflation) but rarely by foreseeing
and analyzing the nature of the forces associated with risk
(e.g., identifying and analyzing the scope or magnitude) or
the joint impacts of several forces. Furthermore, as shown
in the literature review, there is a poor understanding of
market sentiments, perceptions, and preferences when a
crisis situation has been faced and the risks have been ac-
tualized. The limited understanding prevents actors from
reaping the full benefit of proactive risk management
methods and may prevent their fully learning the lessons
of a crisis, which are crucial to inform the building of re-
silience (Allen & Holling, 2010; Jones Lang LaSalle, 2022).

Fortunately, the recent COVID-19 crisis has been ea-
gerly investigated, and many studies provide valuable in-
formation on its impacts and their essence (e.g., Camlibel
et al., 2021; De Toro et al.,, 2021; Cooke et al., 2022; Duca
et al., 2021; Hoesli & Malle, 2021; Ling et al., 2020; Liu &
Su, 2021; Milcheva, 2021; Nanda et al., 2021; Tanrivermis,
2020; Rosenthal et al., 2022; Worzala, 2021; Xie & Milche-
va, 2020). Many studies describe specific impacts, such as
impacts on value development, vacancy, and demand by
property type. These market indicators are undoubtedly
important and provide evidence of actual market behav-
ior, but they do not necessarily shed light on the under-
lying rationale of market actions or describe preferences
that were not fulfilled. As already noted, the impacts of
crises are not limited to direct ones, and they are not re-
stricted to a specific sector; crises may have multiple indi-
rect, cascading, or compounded impacts and may inspire

turther crises (Pelsmakers et al., 2021). Thus it is necessary
to better understand the market sentiments and market
actor perceptions and actions that drive the market en-
vironment during crises, adopting a qualitative approach
to strengthen our holistic understanding of times of crisis
and acknowledging positive discoveries. As noted above,
the future is suffused with potential crises; the types of
shock relevant to the real estate market may vary, but ana-
lyzing the impacts and lessons of a crisis can inform the
development of a more resilient market environment.

Therefore, this study aims to deepen the understand-
ing of how the impacts of crisis are perceived in the real
estate market context, using COVID-19 as a relevant
crisis in its empirical investigation. According to Naz
et al. (2022) COVID-19 has been particularly challeng-
ing for the real estate sector which makes it therefore an
ideal crisis to study. By interviewing 19 real estate market
professionals in Finland, the research sought to identify
the factors influencing market dynamics, such as market
sentiments, preferences, and procedures. The results will
help real estate market participants understand the vari-
ety of impacts and their interconnections with percep-
tions in a crisis situation. The findings can inform the
development of individuals, organizations, and commu-
nities’ risk and crisis management skills and, in general,
the establishment of a more resilient real estate market.

The remainder of the paper is structured as follows.
First, three types of major crisis and their impacts on the
real estate market are described in the literature review.
Next, the design of the empirical study is explained, fol-
lowed by the results. The paper ends with a discussion
and conclusions.

1. Literature review: various 20th-century crises
and their impacts on the real estate market

The real estate market has faced diverse crises. Below, we
shortly describe crises experienced in the past decades,
focusing on three distinct types (with examples): (1) eco-
nomic crises (the global financial crisis of 2007-2009),
(2) safety crises (the September 11 terrorist attack), and
(3) health crises (global epidemics, including SARS, and
COVID-19). The impacts of crises such as the dot-com
bubble resemble those of the global financial crisis (GFC),
but we focus on the GFC, as it is viewed as the most dev-
astating major financial crisis. Regarding safety crises, we
similarly focus on 9/11 as one of the worst terrorist attacks
in history. In discussing health crises, we focus on two
epidemics because studies of the impacts of HIN1, MERS
and Ebola on the real estate sector are nonexistent in the
literature. The crises are briefly described at a general level,
and their consequences related to the real estate market are
discussed when such information is available.

1.1. Economic crisis: the global financial crisis

The GFC of 2007-2009 was one of the worst economic
crises, and it has been widely discussed and studied (e.g.,
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Edey, 2009; Hodson & Quaglia, 2009; Laeven et al., 2010;
Mishkin, 2011). It started in the USA, but collapsed global
trade flows and challenges in financial markets eventually
led to a global recession (Claessens et al., 2010; Laeven
et al., 2010), and the real estate field faced manifold dif-
ficulties. In the housing market, property values fell due to
the dramatic increase in housing supply caused by mort-
gage defaults (Duca et al,, 2010; Laeven et al., 2010). Inves-
tors and financial institutions faced a liquidity crisis when
tenants could not pay rent or repay debt, and investors
pulled assets from funds (Jokivuolle, 2010). Interest rates
spiked significantly, increasing the price of debt (FRED,
2021), and a heavy reliance on leverage exposed investors,
particularly, to financing risks (Jokivuolle, 2010).

The lessons learned from the GFC inspired new regu-
lations, supervision systems, and risk management pro-
tocols and drew attention to the fatal combination of an
overheated housing market and the extensive use of lever-
age (Hwang & Stewart, 2006), which led to the develop-
ment of new procedures. For example, banks and other
financial institutions placed stricter rules on levels of debt,
and various risk management methods were implemented,
including risk ratings and limitations on risk-taking (Mar-
ria, 2018; Jokivuolle, 2010; Lund et al., 2018). The Euro-
pean Commission created new supervisors to oversee new
regulations and ensure that Europe’s banking sector would
be held accountable for its future actions (Marria, 2018).
The important role of governments in financial crisis man-
agement was also noted (Karp, 2018).

1.2. Safety crisis: the September 11 terrorist attacks

On 11 September 2001, hijacked airplanes crashed into
the World Trade Center (WTC) in New York as well as
at locations in Washington, DC and Pennsylvania. This
terrorist attack killed nearly 3,000 people (National Sep-
tember 11 Memorial & Museum, 2021), physically or
mentally injured countless more (Farfel et al., 2008), and
caused massive economic losses, with property damage
playing a major role (Chernick, 2005; 9/11 and insur-
ance..., 2009). Approximately 10% of the total Manhat-
tan office stock was damaged (Fuerst, 2005).

According to Brounen and Jeroen (2010) terror attacks
usually have a negative impact on international stock mar-
ket returns, but the effects are short term and followed by
a fast recovery. The 9/11 attack had both local and global
impacts on stock markets (Brounen & Jeroen, 2010; Jack-
son, 2008; Mun, 2005). In the space market context, only
local, short-term impacts were reported, which were lim-
ited to the Manhattan office rental market (Fuerst, 2005).
Surprisingly, the event did not affect companies’ willing-
ness to work in high office towers. In fact, the New York
office market recovered rather quickly as noted by Fuerst
(2005) and Brounen and Jeroen (2010). After the attack,
however, terrorism insurance gained significantly in pop-
ularity. Thus, 9/11 put human-made disasters under the
umbrella of typically insured events (Risk Management
Solutions, 2002) and according to Michel-Kerjan et al.

(2015), as much as 78% of real estate industry companies
had a separate terrorism insurance to cope with this new
type of safety risk.

1.3. Heath crises: SARS and COVID-19

Severe acute respiratory syndrome (SARS) was first re-
ported in China in 2003 and later spread to around
30 countries. The main impacts were experienced in Asian
countries and Canada, but, despite an extremely high
death rate (nearly 10% of infected people died), SARS
infected only around 8,000 people during the epidemic
(Centers for Disease Control and Prevention, 2016, 2017;
Siu & Wong, 2004; World Health Organization, 2021). Ac-
cording to Keogh-Brown and Smith (2008), the worst eco-
nomic impacts of SARS were seen in investments and in
the retail, hotel, and restaurant sectors, while air travel and
tourism also faced difficulties. However, the overall impact
on the real estate market was milder than first expected;
for example, housing prices fell less than 2% in Hong
Kong (Wong, 2008). Despite its moderate impacts, SARS
increased overall awareness of potential future health cri-
ses and their impacts. It was believed that the crisis en-
hanced the resiliency of the affected societies and business
environments, preparing them for later health crises, such
as the HIN1 and COVID-19 pandemics (Committee for
the Future, 2020; Siu & Wong, 2004).

The first cases of COVID-19 were reported at the end
of 2019 in Wuhan, China. As of the writing of this arti-
cle, the pandemic had killed more than 6.5 million peo-
ple around the world (World Health Organization, 2022),
but strict countermeasures to avoid physical contact were
eased after vaccines emerged. The hardest-hit sectors were
retail and hospitality (Ling et al., 2020), as the restrictions
influenced the fundamental drivers of demand due to
falling numbers of tourists and business travelers, while
online shopping grew at the expense of restricted in-store
shopping (Hoesli & Malle, 2021; Ling et al., 2020; Nanda
et al., 2021; Tanrivermis, 2020). Several scholars reported
a negative impact of COVID-19 cases on commercial real
estate returns and risks (Ling et al., 2020; Milcheva, 2021;
Xie & Milcheva, 2020). Furthermore, office properties
were negatively affected due to the rapid shift to working
at home (Hoesli & Malle, 2021). The housing sector was
generally less affected, but house prices declined in areas
dependent on tourism (Duca et al., 2021; De Toro et al.,
2021). Additionally, due to restrictions on in-person inter-
actions, density lost value as a preferential factor related
to location and proximity to transit stations and city cent-
ers (Liu & Su, 2021; Rosenthal et al., 2022). Construction
companies experienced several challenges related to, sup-
ply chains and to the availability of labor force (Kaklaus-
kas et al., 2021). The best performing real estate sectors
were technology and logistics (Ling et al., 2020). In addi-
tion, the COVID-19 crisis and its impacts brought up the
need to develop market procedures, for example concern-
ing appraisal practices (Liu & Liu, 2022).
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As the literature demonstrates, the GFC’s impacts were
broadly felt, whereas the consequences of the Septem-
ber 11 attacks were predominantly experienced locally and
remained short-term. Regarding health crises, the impacts
were primarily experienced in the affected areas, but the
long duration of the phenomena and their global dissemi-
nation created wider secondary and long-term impacts.
Notably, the first-level impacts of diverse crises were expe-
rienced primarily in specific real estate sectors. The GFC
primarily affected the housing investment market, but
secondary impacts emerged later; the 9/11 attack and the
health crises mainly affected specific sectors of commercial
real estate, such as the office, and hospitality sectors.

The lessons learned from these crises enhanced actors’
ability to deal with future crises, for example, through
tighter regulation or more cautious risk management
methods, but this may be true only for the hardest-hit ac-
tors or sectors. According to Geijer (2019), those who sur-
vive a crisis with little or no harm typically do not develop
their resilience; they are more likely to overlook future
threats and overestimate their capacity to overcome them

because of their previous, deceptively positive experiences.
Therefore, it is crucial to obtain data on the impacts of
crises to enable holistic resilience building.

2. Study design

A qualitative research approach was adopted to identify
and analyze perceptions of the impacts of COVID-19 on
the real estate market. To facilitate a holistic view of the
variety of impacts on real estate market actors, their aims
and actions, and the preconditions for market activities
and market sentiment, semi-structured interviews were
conducted with real estate market actors. The interviewees
comprised 19 real estate market experts, such as CEOs,
CIOs, CFOs, heads of research, and senior advisors (e.g.,
investment and asset management firms, advisory compa-
nies, and stock-listed real estate firms) (Table 1). Investors
and asset management companies are among the biggest
or middle-sized players in the market. The advisory and
brokerage companies include both the most significant
global players as well as smaller, domestic ones. Ten of the

Table 1. Descriptive information of the interviewees (source: company webpages)

Title Company Sector

Business director Finnish real estate investment and asset management Retail, offices, and housing
company

CEO of investment | Finnish real estate investment and asset management All property types in the Nordics
management company
CEO Finnish real estate investment company Retail
Property analysis Real estate investment company Retail in the Nordics
manager
CIO Finnish real estate asset management company All property type, domestic/global
CRO Finnish real estate asset management company Retail and community properties in Finland

Head of investment

Nordic real estate advisory and asset management company

Variety of advisory services and asset

company

management management in the Nordics and Baltics
CFO Nordic real estate investment and asset management company | Retail and logistics

CIO Finnish real estate investment company Housing

Chief analyst Finnish real estate development and asset management Retail, housing, and care

Head of real estate

Nordic investment and asset management company

Logistics and housing

CEO Global real estate advisory company

Variety of advisory services, no portfolio
management in Finland

Head of valuation
and advisory

Global real estate advisory company

Variety of advisory services, no portfolio
management in Finland

Head of research Global real estate advisory company

Advisory services, no portfolio management
in Finland

Senior partner Global real estate advisory companies

Variety of advisory services, no portfolio
management in Finland

Senior advisor

Nordic real estate advisory and asset management company

Variety of advisory services and asset
management in the Nordics and Baltics

Senior advisor Finnish real estate brokerage company

Advisory services and asset management in
the North Europe

Senior advisor

Finnish real estate brokerage and advisory company

All property types

CEO Finnish real estate brokerage and advisory company

All property types
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participants were authorized real estate valuers granted by
the Finland Chamber of Commerce. When selecting the
participants, the aim was to interview a variety of experts
that were active in the market, interacted broadly with di-
verse market participants, and were consequently famil-
iar with the market situation and sentiments. All together
33 experts were contacted of which 19 agreed to participate
(response rate 58%). Contact information of the respon-
dents was searched from the company and the Finland
Chamber of Commerce webpages. Half of the respondents
were interviewed in April 2020 (in the beginning of the
first COVID-19 wave in Finland) and the other half in Au-
gust and September 2021 (in the beginning of the second
wave). The aim of the timing was to receive comprehen-
sive views that included the first reactions as well as the
more experienced ones. The first part of the interviewees
included experts that were also authorized real estate valu-
ers as they were expected to pay close attention to the first
reactions of the market. The other market experts were
expected to have a longer reaction period, and therefore
they were included in the second round of the interviews.

Due to COVID-19 restrictions, the interviews were
conducted remotely via Teams, Google Meet, or telephone
and subsequently transcribed. The interviews lasted ap-
proximately 45 minutes to an hour, and the interviewees’
anonymity was safeguarded to allow them to express their
views freely. The main interview questions are presented
in Table 2. As the interview was semi-structured, the in-
terviewer in addition presented complementary questions
based on the response. The results describe the profession-
al real estate investment market.

The interview results were analyzed and categorized
based on content analysis. First, 21 sublevel categories were
formed which were then merged under three main themes:
(1) market sentiment, (2) market preferences, and (3) mar-
ket procedures (Table 3). The approach was qualitative and
did not include e.g. calculation of repetitive words but was

based on the narrative type of content of the interview re-
sponses. However, some quantifying marks are presented to
complement the results and to provide a better view on the
level of consensus among the interviewees.

3. Results

The real estate market experts’ perceptions of the COVID-19
impacts fall under three distinct themes: (1) market senti-
ment, (2) market preferences, and (3) market procedures.
Some differences of opinion were observed in the partici-
pants” estimations of specific events’ significance, but they
generally entertained similar views concerning the manifes-
tations and impacts of the phenomena.

3.1. Market sentiment

According to approximately 70% of the interviewees, pru-
dence was clearly the reigning sentiment among market
actors during COVID-19. This was especially true at the
beginning of the outbreak, but the market sentiment also
seemed to closely follow the local cyclical nature (waves)
of the pandemic itself. However, the experts pointed out
that, even though the waves (describing the number of in-
fections) occurred at different times in various countries,
the periods of more positive sentiment were rather brief in
countries that lagged in terms of the pandemic’s develop-
ment, because market actors monitored not only the local
situation but also the global situation. In other words, lo-
cal impacts spread and were indirectly felt in the global
context. Many of the experts stated that market sentiment
played an important role in the real estate field. One fifth
of the respondents had observed market decisions that
were not necessarily rational.

As a concrete result of market actors’ prudence,
many transactions were put on hold at the pandemic’s
start, as both sellers and buyers were reluctant to pro-
ceed and wanted to continue monitoring the situation’s

Table 2. Structure of the main interview themes

Theme 1 What real estate trends have COVID-19 changed?
Theme 2 How has COVID-19 affected your company/operations/other market actors?
Theme 3 How has COVID-19 affected your company’s risk management methods?

Table 3. Categorization of the interview content

1 Market sentiment

2 Market preferences

3 Market procedures

Prudence Core investments

Physical interaction

Sentimentality and irrationality

Remote working and its impacts

Rental market procedures

Market freeze

E-commerce and its impacts

Real estate valuation procedures

Lack of equity Flexibility

Transaction processes

Lack of market data Preferred location

Construction site operations

Surprise

Cross-sectoral differences

Positive collaboration

Positiveness and new opportunities

Intra-sectoral differences

Future and risk orientation
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development. This caution was also reflected in new rental
agreements and in the launch of new development pro-
jects. According to the interviewees, transaction processes
were prolonged, and both sides had to rethink their aims
and abilities in order to reach a mutual understanding.
Nearly half of the experts also highlighted the important
role of the financing sector and observed that the sector’s
caution in providing funding prevented some transac-
tions. Real estate valuers stated that demand for collateral
valuation increased, as financers were paying close atten-
tion to value development. When financing was not avail-
able or its price was too high, those who possessed their
own equity garnered significant market benefits and could
continue their activities as usual.

The results show that the availability of market data
played an essential role in the market environment and af-
fected market sentiment. Five respondents described the
situation as a market freeze. When transactions stalled, it
was not possible to obtain market evidence on the actual,
up-to-date impacts of the crisis, including the develop-
ment of market indicators and transaction prices. Thus, the
market actors could not themselves observe the concrete
impacts of COVID-19. This was seen as a challenge, espe-
cially when real estate valuers were asked for valuations but
had little or no data to support their analyses. It was also
mentioned by three interviewees that such transactions as
did take place were forced sales and, as such, did not reflect
market values. Two interviewees mentioned another chal-
lenge related to market data: at the beginning of the crisis,
the transaction statistics included transactions that were
already negotiated before the COVID-19 outbreak, even
though the deals were closed later. Thus, the participants
observed that looking merely at the statistics could inspire
a too-positive view of activity levels rather than providing
an up-to-date understanding of the current market situa-
tion. One interviewee pointed out that a similar phenom-
enon had occurred at the beginning of the GFC.

Additionally, the lack of market evidence was seen to
result in a vicious circle. Market participants were waiting
for market data, as they wished to observe the impacts of
COVID-19 before undertaking any transactions them-
selves, and this further slowed market activity, despite an
underlying willingness to potentially conduct transactions.
An especially interesting phenomenon according to one
respondent was that, in the autumn of 2020, sellers were
reluctant to “burn down” real estate that they hoped to sell.
They feared that, if a property was offered on the public
market and not sold, the failure would have a devastating
impact on the would-be seller’s reputation and the future
possibility of achieving the desired transaction price. Re-
luctant to engage in public sales, sellers therefore preferred
to contact a small number of potential buyers rather than a
bigger audience to ensure that the property would be sold.
As a result, potential buyers did not receive the informa-
tion that the property was listed for sale unless they were
included on the shortlist of privately contacted buyers.

None of the participants said that they had been ex-
pecting a COVID-19 type of crisis to take place. Eight

respondents mentioned that this crisis had been an ut-
ter surprise for which actors in the real estate sector were
poorly prepared. As one interviewee put it, “The first re-
action was missing the gravity of the situation, then came
fright followed by confusion and, at last, relief for those
who were able to manage the situation.” After the first
shock in the early phases of COVID-109, real estate was
still seen as an attractive investment and a “safe heaven” in
a turbulent situation, as mentioned by approximately 25%
of the interviewees. All in all, the interviewees observed
that a great deal of equity was still seeking investment op-
portunities despite COVID-19, and new players were en-
tering the market. Interestingly, eight participants noted
that the heightened uncertainty and negative atmosphere
were also reflected in sectors not directly affected by the
pandemic or its countermeasures. At the same time, five
respondents believed that the emerging situation could
create new possibilities and business concepts.

3.2. Market preferences

According to the interviewees, the COVID-19 crisis to
some extent influenced the preferences of market actors.
Approximately 30% of the interviewees mentioned that pro-
fessional investors were increasingly preferring core type of
investment targets characterized by low cash-flow risks.

The interviewees said that the future role of office
spaces became a hot topic during the COVID-19 crisis.
They described the prevailing atmosphere by noting that
office occupants were rather confused and did not know
how to proceed regarding their use of space; it seemed
that many companies pushed the pause button to see how
things would evolve, postponing space-related decisions
until employees returned to the office. However, the inter-
viewees (approximately 70%) expressed a strong belief that
remote working would persist even after the pandemic,
not necessarily decreasing the use of office space but rath-
er increasing the importance of quality and suitability in
office spaces. They perceived that, in the future, offices will
need to provide spaces for socialization and collaboration
as well as closed office rooms to support online meetings;
one interviewee saw this development as “the renaissance
of individual office rooms” It was also suggested by two
interviewees that employees will become more selective,
choosing to work at home unless the office provides ideal
conditions. Approximately 25% of the participants said
that employers were willing to invest more in the quality
of spaces, but their opinions diverged on the quantitative
need for space. Some believed that the amount of space
would increase due to the new space requirements, while
others argued that less space would be needed, although
spaces would need to be well suited to their purpose. The
interviewees noted that these space requirements would
eventually be reflected in investment preferences.

In addition to quality requirements, nearly half of the
respondents brought up the flexibility of space. This was
related to both technical and functional flexibility, for
example, both the layout of a space and the flexibility to
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increase or decrease the amount of space as needed by
implementing flexible lease agreements. In addition to
space users, space owners paid attention to their spaces’
ability to be adapted for different uses and different users.
Furthermore, safety-related space requirements, including
hygiene, ventilation and air quality, antibacterial materials,
and room for physical distancing drew much more atten-
tion than before the pandemic, and approximately 20%
of the interviewees foresaw that the increased awareness
would persist even after the pandemic’s acute phase. Five
respondents noted that especially shared spaces had been
problematic, and that the pandemic had at least tempo-
rarily made them less popular. Although digitalization,
accelerated by pandemic countermeasures, was supposed
to lessen the importance of location, this notion was not
endorsed by the interviewees. On the contrary, approxi-
mately 20% speculated that location could be even more
important in the future, as people might make fewer visits
but have a greater variety of tasks to perform during each
visit, a development that would increase the demand for
availability and versatility of nearby services. However,
two interviewees speculated that the preferred locations
might not be limited to the CBD but could be in a sub-
center with good traffic connections.

According to the interviewees, COVID-19 and its
countermeasures affected diverse real estate sectors dif-
ferently; as a result, segregation between sectors and prop-
erties increased and sector-specific risks were highlighted
during the pandemic. For example, one investor said that
they had totally stopped buying office properties due to
the high risk. In general, as mentioned by approximately
30% of the interviewees, many investors would have pre-
ferred to invest in secure core type of properties, but the
current owners of those properties were not eager to sell
them in the uncertain market situation, so their avail-
ability was limited. Residential, logistics, and healthcare
facilities were seen to present lower risks, while hotels and
restaurants were believed to fare the worst. However, vari-
ation existed within sectors. Grocery, home improvement,
and gardening performed well, while the fashion sector,
for example, struggled. Nine respondents mentioned that
COVID-19 had strengthened the role of e-commerce,
but the interviewees disagreed on whether the growth in
food-related e-commerce was only a short-term phenom-
enon related to the pandemic or would persist afterward
in Finland. A sector-specific dichotomy was also seen in
the hospitality sector, where, for example, hotels geared
toward work and international travel performed poorly,
while new opportunities emerged for real estate focused
on domestic travel and accommodations for nature ac-
tivities. This development required investors to develop a
proper understanding of the target real estate, its suitabil-
ity for distinct purposes, and its performance capability.

3.3. Market procedures

In addition to market sentiment and preferences, the
COVID-19 crisis affected the practical arrangements and

procedures of market activities. First, one third of the
interviewees mentioned that physical visits to properties
(e.g., as a part of a transaction processes) were limited or
even impossible. Market actors had to adjust their proce-
dures according to the restrictions, and banks were said to
approve property valuations based only on virtual site vis-
its. As Finland has a considerable number of international
investors, international travel restrictions also significantly
impacted market activities, putting an obstacle in the way
of site visits by foreign market actors as part of transac-
tions. According to the interviewees, this even hindered
the completion of some planned transactions.
According to nearly 75% of the respondents,
COVID-19 also influenced rental market procedures. As
a result of the pandemic’s uneven impact on various sec-
tors, investors and asset managers said that they started
to pay more attention than previously to their tenants’
business viability, which took the form of implementing
more systematic ways to evaluate tenants and their abil-
ity to pay rent, including close and frequent monitoring
of KPIs, credit ratings, and solvency. They also engaged
more actively with their tenants and showed greater in-
terest in their future plans and coping mechanisms. In
turn, many of the interviewees noted that tenants sought
flexibility in their rental payments (e.g., free months and
discounts), which was seen as a typical phenomenon in
parts of the retail and hospitality sectors. The experts from
investment and asset management companies had expe-
rienced that tenants also sought flexibility in the length
of lease contracts and were keen to sign shorter leases,
even with higher rents with the aim of transferring risk
from tenants to owners. This notion was confirmed also
by the real estate valuers. The interviewees observed that
COVID-19 did not lower rents to great extent (mentioned
by 5 respondents) but rather influenced other lease terms
and prolonged leasing processes. Two participants also
noted that procedures and legal guidelines differed be-
tween countries, so there was variation between countries.
One argued that agreement policies in the real estate sec-
tor had not been designed for a COVID-19 type of shock
and foresaw that, to increase resilience, future agreement
policies might have clauses acknowledging possible future
shocks. Some interviewees said that force majeure policies
had already been implemented in rental agreements.
Real estate valuation procedures were also affected by
the situation according to all of the authorized real estate
valuers. In addition to the increasingly careful considera-
tion of property sector type and the viability of the tenant,
a novel clause in real estate valuation reports reflected the
uncertain times. According to the interviewees, this clause
informed clients and intended users of the uncertain na-
ture of the prevailing market situation and its impact on
value estimations. Approximately one third of the inter-
viewees also pointed out that the situation created a chal-
lenge for real estate valuers, who also had to identify when
the changed market situation became the “new normal”
and to remove or modify the clause accordingly. In fact,
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they said, the clause was modified according to the pan-
demic’s development and its impact on various asset types.
However, only three investors mentioned about significant
changes to their due diligence process, a risk management
method related to transactions, due to COVID-19.

Despite the challenging situation, nearly 25% of the
interviewees mentioned positive impacts related to market
procedures, pointing out that some players had found new
business opportunities and created novel business models
that would not have emerged without the pandemic. An-
other positive outcome of COVID-19 was a new spirit of
collaboration among market actors (e.g., real estate valu-
ers, real estate owners, and tenants). In a challenging and
uncertain market situation in which market data were
scarce, market actors collaborated with their peers and
stakeholders to analyze and discuss the market situation
and the required countermeasures and to jointly forecast
future development. Two of the respondents pointed out
that this will increase the transparency and resiliency of
the market environment.

Approximately 40% of the interviewees also noted that
COVID-19 had shaken the market environment and its ac-
tors, waking everyone to the possibility of sudden, power-
ful shocks and highlighting the importance of risk man-
agement, a future-oriented perspective, and preparatory
activities. Four participants noted that the tighter regula-
tions and modified procedures established in response to
the GFC had blunted the impact of the COVID-19 crisis
and contributed to managing it, especially in its first phase.
They also stated that, thanks to COVID-19, real estate mar-
ket actors had developed a broader understanding of new
potential risks relevant to the field and of the crucial need
to monitor sector-specific risks, as crises do not necessar-
ily emerge within the real estate field or affect its diverse
sectors equally. From the risk management perspective, the
pandemic taught real estate market actors to be more open-
minded and to analyze not only primary but also secondary
level risks, their interconnections, and their simultaneous
effects. For example, as mentioned by four respondents,
COVID-19 hampered construction site operations not
only because of infections among workers but also because
of shortages of construction materials due to global sup-
ply chain restrictions. Approximately 50% of interviewees
mentioned that this new, more holistic approach to risk will
broaden the variety of risks to be monitored. Therefore, the
interviewees believed that the COVID-19 crisis would in-
crease learning and enhance resilience to future risks.

Conclusions and discussion

This study interviewed 19 real estate experts to increase
the understanding of how the impacts of COVID-19 were
perceived in the real estate market environment. As shown
in the literature review, the real estate market has faced a
variety of crises. Some had limited impacts that were expe-
rienced on a local scale, while others spawned secondary
impacts with global or cross-sectoral consequences. Be-
cause only sparse data describe those impacts holistically, it

is difficult to form a clear picture of the experienced conse-
quences. Regarding lessons learned, having an experience
of crisis is believed to enhance actors’ ability to handle fu-
ture crises. However, even if this is true in the case of crises
with similar impacts (e.g., previous pandemics “trained”
market environments to face emerging pandemics), it does
not necessarily contribute to building holistic resilience. As
Taleb et al. (2009) put it, hindsight makes bad foresight.
The future may conceal entirely new possibilities and risks,
history does not necessarily repeat itself, and future market
environments may not respond as previous ones did, even
in response to the same type of crisis.

The empirical part of this paper presented real estate
market experts’ perceptions of the impacts of COVID-19
under three distinct themes: market sentiment, changed
preferences, and market procedures. The interviewees were
generally united in their views, which may reflect a some-
what stabile market situation in which actors have at least
formed a tolerably clear picture of the status quo (including
matters that remain cloudy) despite the ongoing crisis. This
would probably not have been the case in a more chaotic
situation, and the participants would have exhibited much
more variation. Nevertheless, COVID-19 brought many
challenging situations and consequences. Its impacts were
not limited to direct consequences, as the interviewees
identified several secondary impacts with complex causal
relationships. A similar finding emerged in the work of
Pelsmakers et al. (2021) and Toivonen and Viitanen (2016),
who found that the forces of change in the real estate mar-
ket are strongly interrelated and that one crisis can easily
lead to another. This demands risk management that is not
limited to detecting and preparing for direct impacts but
views the market environment holistically.

According to the interviewees, some responses of
market actors to the COVID-19 crisis seemed irrational
and defied logical explanation, behavior that can be typi-
cal in relation to risk assessment (Kahneman & Tversky,
1979). Crisis situations can create a market atmosphere in
which actors are highly sensitive and prone to overstate-
ment. According to our results, a key contributor to this
sensitivity and irrationality, which was reflected in market
behavior, was a lack of market data on prevailing market
attributes, especially at the beginning of the crisis. This
paralyzed market activities or inspired highly uncertain
market decisions in which the decision-makers compen-
sated for absent official market information with, for ex-
ample, hearsay or their own interpretations of the market
atmosphere. According to Watkins and McMaster (2011),
the significance given to feelings and intuitions increases
in a market situation lacking information. Real estate mar-
kets can be susceptible to sentiment, and Hasu (2017) has
highlighted this phenomenon in decision-making in the
housing market context. Briefly, a crisis situation inspires
an increased and crucial need for data, the lack of which
can start a vicious circle that worsens negative impacts.
Self-sufficiency seems to be a characteristic that enhances
resilience. In the real estate market, this involves the avail-
ability of resources, such as data or possessing sufficient
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equity to take market actions independently of others, in-
cluding outside financiers. The participants also described
flexibility as a source of resilience, which was connected to
matters such as multifunctionality, multilocality, and agile
agreements. Also, a recent study by Cooke et al. (2022)
noted that after COVID-19 the appreciation of both quali-
tative and quantitative flexibility of space has increased
among space occupiers.

Other typical crisis behavior emerged in the analysis
of market actions and preferences during COVID-19. Ac-
cording to the interviewees, market actors favored core
investments, and Geijer (2019) notes that people in crisis
situations are drawn to secure, familiar choices. Another
typical reaction to an unclear situation is seeking the com-
pany of others for support and consensus building (Geijer,
2019), which also emerged in our data. The sudden crisis
prompted real estate market actors to recognize more con-
cretely that they are in a symbiotic relationship in which
it is beneficial to interact and cooperate with stakehold-
ers and even competitors to overcome mutual challenges.
All in all, despite their many negative impacts, crises can
bring benefits and inspire changes to traditional methods,
thus promoting further development as noted in previous
research that highlighted that learning is an integral part
of resilience building (Walker et al., 2004).

Some limitations should be considered in interpreting
our results. First, the sample size means that the results re-
flect the views and perceptions of a limited number of re-
spondents. However, as noted earlier, we observed a clear
consensus on the market impacts, indicating that the sam-
ple was adequate to yield a good understanding of percep-
tions. Second, although many of the companies involved
in the study were global actors, the interviewed experts
were based in Finland, and therefore their views focus
on the Finnish situation and the local level experiences.
Third, the findings describe the prevailing situation at the
time of the interviews. As COVID-19 progressed in sev-
eral waves, the situation at that specific time may have af-
fected the respondents’ views, so only limited conclusions
regarding the whole duration of the COVID-19 crisis can
be drawn from these results. Also, by including the same
interviewees to both interview points (1%t and 20d wave),
more information could have been received concerning
the progressive nature of market perspectives. However,
our findings describe both direct and indirect impacts,
revealing causal development paths that relate not only to
short-term events but also to longer timespans, which can
inform future resilience building. In addition, it should be
noted that the real estate market has experienced other
crises than those mentioned in this study, including natu-
ral disasters (e.g., floods, wildfires, volcanic eruptions, and
earthquakes), other types of terrorism (bombings, cyber-
attacks), political crises (revolutions, wars), and other
human-made crises. Furthermore, several slowly devel-
oping phenomena not discussed in this article, such as
market segregation and demographic changes, may pose
significant risks for the real estate sector. These type of

phenomena should be identified and managed to foster
resilient crisis management in the future results.

The findings of this paper contribute to the real es-
tate literature in several ways. First, we took a qualitative
approach that focused on market actors’ grassroots-level
perceptions of various factors in the market environ-
ment, such as market sentiment and actor preferences.
Such knowledge complements previous studies employ-
ing quantitative data, sheds light on the drivers of market
metrics, and reveals the underlying forces that explain
seemingly irrational market behavior. Our study also rec-
ognizes secondary and tertiary impacts rather than focus-
ing solely on first-level impacts, enhancing the capacity
to build more holistic resilience in the future. We also
examined diverse real estate sectors simultaneously and
included both internal and external causes of challenges.
We hope that these findings will enable diverse real estate
market actors, including investors, developers, tenants,
advisors, and valuers, to deepen their understanding of
the direct and indirect impacts of COVID-19, and how
they were experienced and perceived in the market en-
vironment. Notably, although our empirical research fo-
cused on the COVID-19 crisis, we identified some general
themes related to crises, such as the complexity of interre-
lated impacts and the vital need for information and data,
self-sufficiency, flexibility, and collaborative measures to
overcome challenges. Our results also show that a crisis
exogenous to the real estate market can have significant,
wide-reaching consequences on a variety of market actors
and sectors. This serves as a wakeup call to inspire real
estate market actors to monitor and foresee exogenous as
well as endogenous crises.

This study identified some areas for further research.
First, the impacts of many previously experienced crises
in the real estate field are not well known, limiting ac-
tors’ ability to prepare for similar events. To develop and
achieve holistic resilience, future research must both con-
sider past crises and actively look for potential yet unfa-
miliar ones. Furthermore, the causal relationships of crises
and their impacts should be studied over various times-
pans and with novel research methods, looking beyond
traditional approaches to address an ever-evolving future
that will bring both new possibilities and crises of various
magnitudes in the field of real estate.
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