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In EMEA for Professional Clients (MiFID Directive 2014/65/EU Annex II) only. In Switzer-

land for Qualified Investors (art. 10 Para. 3 of the Swiss Federal Collective Investment 

Schemes Act (CISA)). In APAC and LatAm, for institutional investors only. In Australia 

and New Zealand for Wholesale Investors only.

Dear Investors, 
Over the past year, global macroeconomic uncertainty has seeped into alternatives markets, compounded by sticky core 

inflation, banking sector turmoil, a faltering recovery in China, and shocks from the ongoing Russo-Ukrainian war. Yields on 

private debt have increased amid tighter central bank policy, a pullback from some traditional lenders, and heightened risk 

aversion. Higher interest rates have filtered into private real estate, causing prices to drop roughly 20% around most of the 

world; listed property has also struggled as shorter-term rates have increased and secured lending standards have 

tightened, stressing holders of floating rate debt. With global growth slowing, both private and listed infrastructure have 

come down from the energy-driven highs of 2022, and commodities and producers have sustained losses amidst a 

weakening global demand outlook.  

 

As the saying goes – “no pressure, no diamonds.” Where pressures abound, so too do opportunities, several of which we 

are particularly excited about heading into the second half of 2023 and beyond: 

— There is ample demand for credit from the real economy and probably less supply from banks – hence, a great 

opportunity for alternative asset managers. An imbalance of supply and demand for credit will create attractive 

opportunities for alternative lenders across the capital structure. We see notable opportunities in digital and energy 

transition infrastructure. In real estate, we favor whole loan and stretched senior loans in preferred sectors (logistics and 

residential), as well as manage-to-green strategies and some construction projects. In the direct lending market, we favor 

industries with recession resilient cash flows, high margins, and the ability to pass on higher costs. 

— An imminent end to the U.S. tightening cycle should remove a key headwind. With yields up 100-150 basis points 

from a year ago, real estate has in many cases priced-in today’s interest rates, in our view. Rent growth may slacken 

amid slower economic growth, and in the U.S., a short-term surge of COVID-delayed apartment and warehouse supply. 

But provided labor markets remain reasonably resilient, any leasing pullback should be mild. Meanwhile, lower prices 

and tighter financing are squeezing construction starts, paving the way for fundamentals to re-tighten next year. Across 

listed property markets, fundamentals are already healthy (if perhaps, moderating) or improving across select sectors - 

data centers, core apartments, and senior housing REITs in particular remain healthy or appear poised to strengthen. 

Importantly, public REITs retain healthy access to capital markets, with unsecured debt markets proving to be a 

competitive advantage. 

— Themes underlying the European transformation will be an important growth driver. Industrial and residential 

properties, fueled by structural tailwinds, screen attractively while a flight to quality has created opportunities for office 

refurbishment in Europe, where many cities (e.g., Paris and Berlin) suffer a dearth of prime, ESG-friendly options. The 

energy transition also impacts an ever-broadening range of sectors which require capital, including energy efficiency, 

energy management services and alternative fuels. Decarbonization and supply-chain resilience add further tailwinds to 

multi-modal assets, particularly those which support the shift of freight transportation from roads to rail. On the 

commodities side, natural gas is a critical bridge toward a “net-zero” future that will help replace coal. 

 

“NO PRESSURE, NO DIAMONDS.” 

-Thomas Carlyle 
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In this challenging investment climate, DWS Alternatives remains focused on innovative opportunities to invest beyond 

traditional strategies and we expect to deliver strong results for clients. With a 50-year investment heritage, a deep global 

network, and a dynamic suite of alternatives products, the DWS Alternatives business is uniquely placed to provide access 

and expertise through a variety of economic cycles, and to engineer forward-looking solutions to meet complex global 

needs. We have a solid forward pipeline of alternatives flows, which we expect to drive positive flow momentum in 2H 

2023. This is further supported by new product launches that support clients’ investment needs with a strong focus on 

alignment with the DWS European transformation program.  

 

On behalf of the DWS Alternatives business, we thank you for your continued trust and partnership in a constantly 

changing world. Above all else, we are defined by our commitment to our clients as we work to deliver outstanding results. 

With an extensive global research team, a deep understanding of risk across alternatives markets, and a disciplined yet 

dynamic investment approach, DWS Alternatives is prepared to help shape our clients’ financial future as markets evolve. 

We look forward to shaping that future with your best interests at heart.   

 

 

Sincerely,  

 

 

 

Paul Kelly 

Global Head of Alternatives 
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Insights by Asset Class 

Private Real Estate 
Higher interest rates have filtered into private real estate over the past year, causing prices to drop roughly 20% around the 

world (with the notable exception of Japan, where rates have barely moved). Meanwhile, fundamentals have remained 

generally robust, evidenced in low vacancy rates and sustained rent growth. There are exceptions: Offices in the U.S. are 

languishing due to remote work, exacerbated by layoffs in the technology and financial industries (conditions are stronger 

in Europe and Asia where return-to-office rates are higher). Yet e-commerce, coupled with efforts to bolster supply chains, 

continues to drive demand for warehouses. And chronic housing shortages exist across most major European, Asian, and 

U.S. cities. 

 

We believe that the outlook is positive for the next 12 months. With yields up 100-150 basis points from a year ago, real 

estate has in many cases priced-in today’s interest rates, in our view. Rent growth may slacken amid slower economic 

growth, and in the U.S., a short-term surge of COVID-delayed apartment and warehouse supply. But provided labor 

markets remain reasonably resilient, any leasing pullback should be mild. Meanwhile, lower prices and tighter financing are 

squeezing construction starts, paving the way for fundamentals to re-tighten next year. Another move higher in long-term 

interest rates could hamper a pricing rebound. At the same time, rent growth could profit from more persistent inflation. 

 

Our top picks include industrial and residential properties, fueled by structural tailwinds. A flight to quality has created 

opportunities for office refurbishment in Europe, where many cities (e.g., Paris and Berlin) suffer a dearth of prime, ESG-

friendly options. The renaissance of U.S. retail, which has now largely adapted to e-commerce (transitioning to services 

and online fulfillment), is also frequently overlooked. And migration continues to fuel demand across sectors in the 

southern U.S. 

 

 

Private Infrastructure 
While having come down from energy-driven highs of 2022, private infrastructure has posted robust returns over the first 

half of 2023, showing a strong inflation pass-through capability. To be sure, the market has cooled: Transactions volumes 

are down, and some assets that are unable to quickly boost cashflows to offset higher interest rates have repriced. Overall, 

however, multiples achieved in the closed deals seen so far in 2023 remain strong and in line with historical averages. 

 

We believe that private infrastructure’s strong recent performance, healthy levels of dry powder, investors’ perceived 

under-allocation to the asset class, and more stable — albeit still uncertain – interest rate environment, will fuel stronger 

transaction activity in the second half of the year and into 2024. As for performance, infrastructure’s defensive 

characteristics will likely come to the fore as economic growth slows, particularly for the regulated or contracted portfolios 

which underperformed merchant assets in 2022.  

 

Our investment themes remain focused on the opportunities presented by the European mid-cap market. The energy 

transition offers an ever-broadening range of sectors which require capital, including energy efficiency, energy 

management services and alternative fuels. Decarbonization and supply-chain resilience add further tailwinds to multi-

modal assets, particularly those which support the shift of freight transportation from roads to rail. 
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Private Debt 
Yields on private debt have increased over the past year amid tighter central bank policy, a pullback from some traditional 

lenders, and heightened risk aversion. Within infrastructure, yields average 5%-6% for investment grade credit compared to 

2%-3% in early 2022, while high yield strategies offer yields of 7%-8%, a premium of 100-150 bps over comparable public 

bonds. In the direct lending market, spreads have increased by around 50bps, subject to business models, leverage and 

covenants. In real estate, concerns around collateral values have increased spreads across the capital structure, especially 

for higher-risk financing (e.g., mezzanine and construction loans). 

 

Prospects for private debt appear favorable in our view. Higher base rates, coupled with healthy spreads, we expect to 

deliver competitive returns for lower-risk investments. While high-yield strategies carry greater macroeconomic risks, these 

are in many cases mitigated by the defensive characteristics of the collateral or industry (e.g., contract utilities and health 

care) or otherwise compensated for through elevated spreads (e.g., real estate construction). 

 

Over the next 6 to 12 months, we believe that an imbalance of supply and demand for credit will create attractive 

opportunities for alternative lenders across the capital structure. We see notable opportunities in digital and energy 

transition infrastructure, where we prefer senior debt to emerging biogas, battery storage and energy efficiency services. In 

real estate, we favor whole loan and stretched senior loans in preferred sectors (logistics and residential), as well as 

manage-to-green strategies and some construction projects. In the direct lending market, we favor industries with 

recession resilient cash flows, high margins, and the ability to pass on higher costs, such as IT and non-

discretionary services. 

 

 

Liquid Real Assets 
Higher real rates have proven a formidable headwind this cycle, and real assets have not been immune to broader market 

pressures. TIPS have helped investors preserve capital. Global infrastructure securities have sustained on recovery strength 

out of Europe and transports; this has been balanced by weakness from communications and Americas midstream energy. 

Listed property performance has been pressured as shorter-term rates have increased across much of the globe and 

secured lending standards have tightened, stressing holders of floating rate debt. Finally, following standout performance 

in 2022, commodities and natural resource equities have come under pressure from a weakening global demand outlook as 

China’s recovery stagnates. 

 

In our view, there are reasons to be optimistic from here. Terminal interest rates from global central banks appear closer, 

and an imminent end to U.S. tightening should provide support for listed property markets, along with moderating yet 

healthy fundamentals across select sectors. Importantly, public REITs retain healthy access to capital markets, with  

unsecured debt markets proving to be a competitive advantage. Listed infrastructure should also benefit given their 

inflation passthrough traits and necessity-based assets. For commodities, major market themes include China’s re-opening 

scope and pace, developed market economies’ growth trajectory, dearth of capacity growth due to low capex levels, 

weather, and the Russia-Ukraine war. 

 

Looking ahead, we expect performance dispersion to remain pronounced at a stock and sector level, affording experienced 

active managers opportunities to create alpha on behalf of clients. We favor property sectors such as data centers, core 

apartments, and senior housing where sector fundamentals remain healthy or appear poised to strengthen. We are 

cautious on midstream energy infrastructure given decelerating global growth, preferring the relative stability of utilities 

and inorganic growth prospects within towers. Within commodities, opportunities exist, though mixed signals in the face of 

slowing demand and elevated geopolitical risks suggest caution is warranted. We expect gold will remain an attractive 

safe-haven as the market sorts out re-opening crosscurrents and developed markets’ recession risk. Finally, a holistically 

managed real assets allocation can offer an attractive combination of growth and defensiveness and a strong income and 

liquidity profile – all powerful tools for managing aggregate portfolio risk.
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Important information – EMEA, APAC & LATAM 
 
DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they do business. The DWS legal entities offering products or services are specified in the 
relevant documentation. 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 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 
investment advice. 
 
This document is intended to be a marketing communication, not a financial analysis. Accordingly, it may not comply with legal obligations requiring the impartiality of financial analysis 
or prohibiting trading prior to the publication of a financial analysis. 
 
This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, projections, opinions, models and hypothetical 
performance analysis. No representation or warranty is made by DWS as to the reasonableness or completeness of such forward looking statements. Past performance is no guarantee of 
future results. 
 
The information contained in this document is obtained from sources believed to be reliable. DWS does not guarantee the accuracy, completeness or fairness of such information. All third 
party data is 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, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. 
 
Investments are subject to various risks. Detailed information on risks is contained in the relevant offering documents. 
 
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 does not give taxation or legal advice.  
 
This document may not be reproduced or circulated without DWS’s written authority.  
 
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 be 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. 
 
For institutional / professional 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 consequential losses arising from their 
use. The duplication, publication, extraction or transmission of the contents, irrespective of the form, is not permitted. 
 
© 2023 DWS Investment GmbH 
 
Issued in the UK by DWS Investments UK Limited which is authorised and regulated in the UK by the Financial Conduct Authority. 
© 2023 DWS Investments UK Limited 
 
In Hong Kong, this document is issued by DWS Investments Hong Kong Limited. The content of this document has not been reviewed by the Securities and Futures Commission. 
© 2023 DWS Investments Hong Kong Limited 
 
In Singapore, this document is issued by DWS Investments Singapore Limited. The content of this document has not been reviewed by the Monetary Authority of Singapore. 
© 2023 DWS Investments Singapore Limited 
 
In Australia, this document is issued by DWS Investments Australia Limited (ABN: 52 074 599 401) (AFSL 499640). The content of this document has not been reviewed by the Australian 
Securities and Investments Commission. 
© 2023 DWS Investments Australia Limited 
 

as of 7/24/23; 096855_1.0 (07/2023) 
 

Important information – 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 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, 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 and is not intended to constitute an offer, 
recommendation or solicitation to conclude a transaction or the basis for any contract to purchase or sell any security, or other instrument, or for DWS to enter into or arrange any type of 
transaction as a consequence of any information contained herein and should not be treated as giving investment advice. DWS, including its subsidiaries and affiliates, does not provide 
legal, tax or accounting advice. This communication was prepared solely in connection with the promotion or marketing, to the extent permitted by applicable law, of the transaction or 
matter addressed herein, and was not intended or written to be used, and cannot be relied upon, by any taxpayer for the purposes of avoiding any U.S. federal tax penalties. The recipient 
of this communication should seek advice from an independent tax advisor regarding any tax matters addressed herein based on its particular circumstances. Investments with DWS are 
not guaranteed, unless specified. Although information in this document has been obtained from sources believed to be reliable, we do not guarantee its accuracy, completeness or 
fairness, and it should not be relied upon as such. All opinions and estimates herein, including forecast returns, reflect our judgment on the date of this report, are subject to change 
without notice and involve a number of assumptions which may not prove valid. 
 
Investments are subject to various risks, including market fluctuations, regulatory change, counterparty risk, possible delays in repayment and loss of income and principal invested. The 
value of investments can fall as well as rise and you may not recover the amount originally invested at any point in time. Further-more, substantial fluctuations of the value of the investment 
are possible even over short periods of time. Further, investment in international markets can be affected by a host of factors, including political or social conditions, diplomatic relations, 
limitations or removal of funds or assets or imposition of (or change in) exchange control or tax regulations in such markets. Additionally, investments denominated in an alternative 
currency will be subject to currency risk, changes in exchange rates which may have an adverse effect on the value, price or income of the investment. This document does not identify 
all the risks (direct and indirect) or other considerations which might be material to you when entering into a transaction. The terms of an investment may 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 the 
investment and not the summary contained in this document. 
 
This publication 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 author’s judgment as of the date of this mate-rial. Forward looking statements involve significant elements 
of subjective judgments and analyses and changes thereto and/or consideration 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 herein. We assume no responsibility to advise the recipients of this document with regard to changes in our views. 
 
No assurance can be given that any investment described herein would yield favorable investment results or that the investment objectives will be achieved. Any securities or financial 
instruments presented herein are not insured by the Federal Deposit Insurance Corporation (“FDIC”) unless specifically noted, and are not guaranteed by or obligations of DWS or its 
affiliates. We or our affiliates or persons associated with us may act upon or use material in this report prior to publication. DB may engage in transactions in a manner inconsistent with 
the views discussed herein. Opinions expressed herein may differ from the opinions expressed by departments or other divisions or affiliates of DWS. This document may not be reproduced 
or circulated without our written authority. The manner of circulation and distribution of this document may be restricted by law or regulation in certain countries. 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 
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States, where such distribution, publication, availability or use would be 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. 
 
Past performance is no guarantee of future results; nothing contained herein shall constitute any representation or warranty as to future performance. Further information is available 
upon investor’s request. All third party data (such as MSCI, S&P & Bloomberg) are copyrighted by and proprietary to the provider. 
 
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 appropriate 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 
distribution 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 investors in Bermuda: This is not an offering of securities or interests in any product. Such securities may be offered or 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 permitted to do so under applicable Bermuda legislation.    
 
© 2023 DWS Investment GmbH, Mainzer Landstraße 11-17, 60329 Frankfurt am Main, Germany.  
All rights reserved. 
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