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Abstract. Globalization is certainly a widely debated topic nowadays. It is one of the main features characterizing
contemprorary society. This phenomenon affects the most significant social, economic, technological, political and cul-
tural processes. Rising living standarts and technological progress are changing consumer behavior, needs and main
priorities. Purchasing decisions are determined not only by price or physical and technical characteristics of the item,
but also by global trends which can directly affect consumer behavior. This publication presents analysis of globalization
impact on investments. Given the fact that the real estate is one of the most important investments in our life, the study
has focused on the European Union residential real estate markets. The methods of scientific literature analysis, statis-
tical data evaluation and synthesis has been applied for the research presented in this paper.
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Introduction

Twenty years ago the term of globalization was a little-known, however, these days, the term has come to the interest
of many. This concept has spread into economic and political debate is used in business and in the media. The rapid
pace of life in modern society, international changes in the economy, politics, and technology, seeking to promote the
updating and continuous improvement of the multifaceted concepts of globalization. Many authors view globalization
as a very important process, which changes the outlook of society or international processes.

The real estate sector is one of the most important structural elements that make up a favourable environment for
economic development, as well as the overall financial stability, attracting international investment. In the context of
globalization processes, this sector is more often than not affected by external threats, which have an immense influ-
ence on its further development. Manifestations of terrorism, corruption, refugee crisis or British withdrawal from the
European Union — all of this is only a small part of the external factors that have a major impact in shaping consumers’
needs or interests. Due to the importance of today’s current affairs, users are often more cautious when purchasing
items of higher value, trying to better assess their capabilities to carry out their obligations to financial institutions in
the future. All this is reflected in global financial crisis which occurred five years ago: the majority of the real estate
market participants began to look more closely into the major abnormalities and risk factors (financial, legal and busi-
ness environment), which may lead to fluctuations in price and supply.

The objective of this study is to analyse external factors on the European Union’s real estate investments based
on literature and statistical data analysis.

The main objectives of the study:

To analyse the globalization issues examined in scientific literature;

Examine external factors that affect investments in residential real estate;

Present a forecast for the residential real estate market in 2017.

The problem of the study — can the emergence of external factors have a decisive impact on real estate investments
in the context of globalization?

Object of research — European residential real estate investments.

Methodology of research. The following methods were used in the analysis of the peculiarities of globalization
and external factors on the European Union’s real estate investments: analysis of scientific literature, statistical com-
parison and synthesis.

© 2017 P. Svogzlys, E. Chlivickas. Published by VGTU Press. This is an open-access article distributed under the terms of the
Creative Commons Attribution (CC BY 4.0) License, which permits unrestricted use, distribution, and reproduction in any
medium, provided the original author and source are credited.
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The concept of globalization: modern discourses

Robinson (2007) has comprehensively discussed the the concept of globalization and the key features of this process
in his article titled “Theories of Globalization”. The author points out that globalization is one of the most important
keys to many unanswered questions. It should also be noted that the topic is particularly relevant in the 21st century,
the research of which should be given more attention. This international phenomenon is reconfiguring the traditional
way of thinking about the world, as well as the traditional understanding of human cultural evolution. The publication
distinguishes 7 paradigms of globalization, which are clearly identified in the current impact of globalization and its
importance to modern society:

—The theory of the world system. This theory investigates the social evolution of public systems, as well as
their influence on each other.

—The theory of global capitalism. This theory makes it possible to see globalization as a system of global
capitalism. Three main features were included in this theory: international production, transnational capi-
talists and multicultural states. These particular elements allowed for a clearer understanding of the evolu-
tion of capitalism and its role in the context of globalization.

—The theory of network society. Over the past five years, information technology has evolved rapidly. People
are spending more and more time on the Internet. This development of information technology encourages
users to publicize their personal data, buy goods on-line, or to make use of new technological solutions
(mobile phones, tablet computers). Any technological improvement processes include government agencies,
which are forced to adapt to the constantly changing needs of the people, facilitating information retrieval
and dissemination.

—The theory of space, location and globalization. This theory describes how the processes of globalization
may vary depending on the space, territoriality and geographical aspects. This means that the country-spe-
cific location has a significant influence on society’s adaptation to all multicultural factors.

—The theory of internationalization. This theory states that, over the years, more and more objects, processes,
and factors become international. At present, such things as a person’s sexual orientation, youth subcultures,
or even musical interests are already perceived through a mutual multicultural prism. As globalization
evolves, people begin to show more tolerance towards each other, so the need for a particular religion or
ethnicity is no longer distinguishable.

—The theory of modernity and post-modernity. This is a theory that has two main approaches. One of them
states that we live in the modern world, which moves in concert with all the innovation, social, and techno-
logical developments, and other approach indicates that we live in a post-modern world where factors such
as progress, rationality, and objectivity are not as greatly emphasized.

—The theory of global culture. This theory examines the cultural divide. Often, the differences in language,
customs, and mentality between people from different countries result in communication challenges. How-
ever, the fast development of the processes of globalization makes one forget such problems, as people begin
to use languages recognized as international (English, French, German, and so on) (Robinson 2007).

Varma and Gill (2010) state that globalization is a new economic, political, and cultural type, encouraging us to
live in a world where a national state is no longer so important, therefore being less significant as an economic unit. In
this world, important roles are taken by the needs of the people and well known brands, which are created by interna-
tional organizations (Varma, Gill 2010). An investigation showed that globalization can take place selectively: some
segments of the economy can be included or excluded from the general networks characterizing information or prop-
erty. The authors of the article state that a critical characteristic of contemporary globalization is the process of urban-
ization, which is characteristic to all urban cities.

The approach presented by Scholte (2005) is widely divergent in the analysis of modern scientific works. The
author notes that the definition of globalization should reveal new content, but not to replicate what is already known.
Any definition is relative, because it reflects the historical moment, cultural and geographical environments, the para-
digmatic approach of an author, his experience and expectations. Globalization can be understood as social relations
between people of international significance. Over the past 50 years they have intensified. This is seen in political
decisions, international economy and innovative development. Public cultural and social developments, as well as
ambitions go hand in hand with scientific and technological progress, shows that globalization is an important factor
in the trends of life. Globalization has led to the emergence of change in national, state and territorial context. This
process can bring many positive results with regard to human security, social equality and democracy in the state
(Scholte 2005).

Giddens (2005) observed globalization from a social science perspective, defining it as the growing of different
nations in the world, regional and internal dependence between countries, caused by the social and economic relations
which are increasingly covering the world. Globalization is transforming the nature of our daily experience, forcing us
to redefine other intimate and personal aspects of our lives. Although this process is most frequently depicted as simply
an economic phenomenon, one should not forget the particular significance of its formation to global technological
progress, as well as political, social and cultural factors (Giddens 2005).
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Another significant researcher of globalization processes — Ravenhill (2011) — efforts to explain the terminology
of globalization, as well as its importance and issues in his book “Global political economy”. The author pointed out
that globalization can be identified as one of the main features characterizing the contemporary society. It creates
preconditions for the formation of changes in all areas of life. It is also one of the most important factors affecting the
formation of economic, cultural and technological progress. Globalization is one of the world’s economic components,
which leads to the growth of the market and favourable cooperation between the market participants (Ravenhill 2011).

Held et al. (2002) identified several key factors that allow to form a precise definition of globalization:

—Globalization may have a significant impact on the distribution of power and wealth between countries or
within a country.

—The processes of globalization are reflected in all areas of life: cultural, economic, political, legal, environ-
mental, technological development and even warfare. These processes have a significant impact on the daily
institutional or social activities.

—The effects of globalization may be direct towards counties, when the type of their activity is changed, or
indirect when the context and balance of powers is changed.

—Historical patterns in globalization can be described in four time elements: extensiveness, relations between
the intensity, flow speed and mutual influence.

Thus, globalization can be defined as a multidimensional phenomenon, which promotes human activity structure
transformation, as well as the global acceleration of social, economic, technological and political processes (Held et al.
2002).

Steger (2013) conveys the concept much more simply, interpreting it as a multi-faceted process involving global,
regional and local aspects of social life. Globalization can be used to describe many social processes which are chang-
ing our current social conditions to global. People’s understanding of decreasing geographical borders and distance
values promotes the feeling that they are part of the global world. In its essence, globalization is changing the human
forms of communication. Globalization is a multi-social processes set to create, multiply, differentiate and intensify
social interdependence, at the same time allowing for a deeper understanding of closer relationship between what’s
local and distant (Steger 2013).

Bauman (2007), one of the most famous sociologists of the second half of the twentieth century, tried to look at
the processes of globalization from the human perspective. According to the author, the phenomenon of globalization
is much more complicated than it seems at first glance. Revealing the social roots of the globalization process and the
consequences of attempts to clear the fog that surrounds this term that may as well explain the human existence. Glob-
alization is not what we all, or at least the most inventive, want or hope to do. Globalization is what is happening to all
of us (Bauman 2007). Thus, the processes of globalization, regardless of their locality, affect all of us in any case.
Selected writers describe quite different processes of globalization and their implications for the present day society.
Summarized respective theoretical approaches to globalization processes are provided in Table 1.

Table 1. Theoretical aspects of globalization: the author’s opinion comparison (Source: composed by the authors)

W. L S. JLA. A. J. D. Held M. B. Z.

Robinson | Varmi | Scholte | Giddens | Ravenhill et al. Steger | Bauman
Globalization definition consists of a
smaller theoretical units
Social aspect X X X X X X X
Geographical aspect X X X X
The impact of globalization X
Globalization interface with modern
economic and political processes X X X X X
Globalization interface with modern
technological processes X X X X X X

The research showed that in the second half of the twentieth century the term globalization has become widely
used not only in different areas of life, but it has become a universally important subject for research. Because of its
uniqueness and significance this process has become extremely relevant for modern sociologists, theoreticians and
representatives of different areas of academic activity. It is important to note the fact that globalization is a rapidly
changing process, so this term must be continuously improved under the current realities and market trends. In sum-
mary, following the insights of the authors, globalization can be defined as an ongoing development of communication
between all areas of life (social, cultural, economic, political, technological), their deepening and accelerating on a
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global scale. These are continuous processes in which various standards, norms, or activities in various fields are
disseminated, assimilated and updated. Examination of the theoretical approaches of the 8 authors shows that the con-
cept of globalization is usually marked by the social aspect. Its importance can be explained by the fact that human
interaction, relationships and increasing societal demands, naturally accelerates the globalization processes. The au-
thors that have distinguished the importance of technological factors noted that the technology refers to the actual
progress of globalization: innovative applications of potential customer needs, rapid innovation diffusion, as well as
the global scale and speed of human interaction. The importance of the geographic aspect was distinguished by 5
authors. They pointed out that the geographical location plays a major role in adapting to rapidly evolving multicultural
changes. Exactly the same number of authors noted the role of modern economic and political processes, the fact that
they had carried out a huge operation beyond national borders, affecting the global production processes. A part of the
author draw attention to the significant rise in the volume of capital on the global movement.

External factors affecting the investments of real estate

With the development of globalization, the real estate development cycle is also evolve, more factors that could influ-
ence it emerge. Cycle speed, the total number of participants and the quality of the intermediate elements depends on
these factors. Changes in legal, energetic and technological standards slow this cycle down, and changes in consumer
demand force it to spin faster. Frequent participant of the process forgets that there are a number of critical factors that
can determine the future prices not only for housing but also for the whole region of real estate. These factors play a
major role for sales, project development and in potential buyers selection of buying one or another kind of property.
In evaluating the real estate market environment in the European Union, it is necessary to find out how consumer needs
and behaviour are shaped by external factors emerging in the global space.

“BREXIT” referendum. After 43 years of membership in the European Union, British citizens voted for with-
drawal from the union on the 23 of June, 2016. The referendum went down in history not only because of the British
division into two opposing camps, but also for the impact on the foreign markets. If the residents of the United Kingdom
decide to leave the European Union, the investors and entrepreneurs will lose confidence in the current economic
situation. The financial markets were ready for different voting results, so market participants are panicking — exchange
rates are ranging, major global banks take the appropriate action (Bryson 2016). Financial market turbulence reduces
the financial stability and propensity to invest in the euro zone. The uncertainty prevailing due to market volatility may
reduce banks’ willingness to lend to individuals and riskier real estate projects. It is likely that the World Bank catalyst
(protective) action will limit the negative impact of falling markets to lending. In any case, the security measures should
be taken by both sides: investors must prudently select potential investment markets and banks must further assess the
risks involved in granting loans. Withdrawal from the European Union should also slow down the internationally
recognized energy building certification processes: constructed buildings, perhaps, will not be subject to B, A or A +
energy class standards. It can be assumed that over the years the United Kingdom will adopt its own building assess-
ment system. The fact that the decline in workers’ remittances from the United Kingdom may adversely affect the
recovery in housing market activity may also be distinguished. Over time, the labour migration will refocus on other
countries — an increase of migration to Norway, Denmark, Ireland should be observed, therefore restoring the amount
of foreign transfers. Lack of stable British real estate market may bring buyers to look for new investment areas. A
study carried out by “Cushman & Wakefield” (2016) predicted that due to the favourable investment environment and
high real estate supply those areas might be: Germany, France, Portugal and Spain. This is illustrated by the factual
data of the third quarter of 2016: the total real estate created value in the UK is decreasing, while in countries such as
Germany, France, Portugal and Spain, on the contrary — it is increasing (Eurostat 2017b).

Terrorism. The terrorist acts that have occurred in Western Europe had a significant influence on not only the
tourism sector in countries such as France and Germany, but also impacted the real estate markets of these countries.
In their 2015 report, “Wells Fargo” private bank suggests real estate investors to monitor the progress of economic
recovery — especially in Western Europe. The Islamic state will be a reduced risk factor that should not have much
impact on the investments in Europe (Wells Fargo 2015). Representatives of the Bank recommend to maintain the
long-term investment plans and continue to choose such regions as the United States or Europe. Comparing the data
from the third quarter of 2015 and 2016, it can be observed that the general geopolitical situation in the EU is becoming
more and more relevant. Most of the respondents identify terrorism as a problem inspiring even greater threat than the
economic situation these days (see Table 2). The major European Union countries Terrorism indices have deteriorated
(growth indicator shows a deterioration): Germany (+1.582), France (+2.020), Denmark (+2.061), Sweden (+1.858),
Finland (+2.377) (Institute for Economic & Peace 2016). These results may be the outcome of large incoming flows
of refugees and the risks of processes related to their integration. Todd Sandler (2014) presents an analytical study
ofterrorism impact on major stock markets. Terrorist attacks only affect the stock value of specific companies for a
short period of time, having no long term effects on the market (Sandler 2014). Brodeur (2015) sought to find substan-
tial differences between successful and unsuccessful terrorist attacks on the national economy through empirical study.
Successful terrorist attacks do not have long-term effects, so it can be assumed that this is a factor causing short-term
impact (Brodeur 2015).
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Refugee crisis. European Union countries received 358 thousand applications for sanctuary in the third quarter
0f 2016 — this is 50 thousand more than in the second quarter (Eurostat 2017a). Most applications were directed to EU
countries such as Germany, France, Italy, England and Greece. Germany is currently satisfying most applications,
compared with those populations. The largest amount of applications during the third quarter of 2016 came from: Syria
(87915), Afghanistan (62070), Iraq (36430), Nigeria (15535) and Pakistan (14250). Comparing these data to the second
quarter in 2016, we can see an increase: Afghanistan (23%), Iraq (6%), Nigeria (63%) and Pakistan (8%). During the
year 2016, more than 300 thousand refugees came to Europe, of which 3.5 thousand were killed or disappeared
(UNHCR 2016). On the basis of the standard “Eurobarometer 84” survey, it can be seen that the majority of respond-
ents of the survey carried out in the third quarter of 2015 identified immigration as the main problem affecting the EU.
According to the 2016 “Eurobarometer 86 survey of the same period, 13% less of the respondents identified immi-
gration as a problem; however this problem was still the most significant (see Table 2). The scale of the problem can
be seen from the budget that the EU members intend on dedicating during the 2015-2017 period. European Commis-
sion has proposed to dedicate 6 billion euros to the refugee problem in 2017, for the European Union and the countries
from which the refugees come. These funds are to be used to assist Member States to resettle refugees in the EU,
creating reception centres, to promote the integration of foreigners inside the country and to create a proper non-return
system (European Commission 2016b). In view of the increasing flow of refugees arriving, there are some changes in
this draft budget:

—The aim will be to fund effective measures to prevent illegal migration and human trafficking.
— A large part of the funds will be allocated to enhance crime prevention, as well as to strengthen the counter-
terrorism activities (European Commission 2016b).

Large allocation of assistance to foreigners already causes resentment in groups of social and economic exclusion:
pensioners, people who live on benefits and families in long queues waiting for social housing (Rajaram 2015). It can
be assumed that the majority of real estate developers stop objects under development next to the areas where large
groups of refugees will be concentrated. This can lead to a chain reaction — decrease in the number of buyers, specific
areas will losing their popularity. In this case, if less business centres are built, metropolitans will lose a large part of
foreign direct investments. The problem of refugees may be observed in the United States. During the years 2009—
2015, United States suffered 12 armed terrorist attacks, initiated by persons who have received sanctuary in different
states (Jones 2015). The author notes that the number of terrorist attacks calls for a renewed review of the sanctuary
seekers reception and integration regulation.

Table 2. Standart Eurobarometer poll, held in 2015 3™ quarter and 2016 3" quarter
(Source: composed by the authors of the basis of Standart Eurobarometer 84 2015 and 86 2016a data)

What do you think are the two most important issues facing the European Union at the moment?

The main problems identified in 2015 3™ quarter The main problems identified in 2016 3" quarter

EU State L . Economic L . Economic

Immigration Terrorism situation Immigration Terrorism situation
EUaverage 58% 25% 21% 45% 32% 20%
Belgium 61% 25% 22% 43% 33% 22%
Malta 74% 38% 13% 65% 45% 10%
France 49% 27% 22% 36% 35% 21%
Italy 49% 20% 25% 49% 23% 23%
Portugal 31% 23% 23% 23% 23% 24%
Luxembourg 55% 25% 18% 42% 39% 16%
Germany 76% 15% 18% 50% 31% 14%
Croatia 52% 26% 15% 43% 42% 13%
Cyprus 49% 20% 33% 47% 35% 28%
Austria 66% 15% 17% 39% 22% 20%
Hungary 68% 34% 15% 65% 40% 15%
Netherlands 75% 24% 25% 56% 33% 23%
Romania 47% 43% 15% 36% 34% 15%
Ireland 48% 30% 18% 41% 33% 21%
Finland 58% 20% 25% 38% 22% 23%
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Continued Table 2

What do you think are the two most important issues facing the European Union at the moment?

The main problems identified in 2015 3™ quarter The main problems identified in 2016 3" quarter
EU State L . Economic L . Economic
Immigration Terrorism situation Immigration Terrorism situation
Greece 52% 13% 36% 41% 27% 33%
Czech Republic 76% 32% 12% 63% 47% 9%
Sweden 74% 18% 28% 57% 20% 25%
United Kingdom 61% 34% 23% 42% 26% 24%
Bulgaria 61% 38% 14% 62% 42% 12%
Poland 54% 28% 11% 50% 43% 15%
Slovenia 74% 17% 19% 58% 36% 16%
Latvia 66% 39% 14% 57% 45% 17%
Slovakia 72% 39% 10% 51% 40% 11%
Estonia 79% 32% 17% 70% 41% 15%
Lithuania 64% 28% 18% 53% 44% 14%
Denmark 76% 21% 22% 59% 21% 23%
Spain 39% 24% 24% 32% 33% 31%

Corruption. Real estate and construction sectors are one of the most corrupt in the world. Big liabilities related
to real estate (loans, credits), the desire to pay lower fees or the need to speed up the construction process in the
municipalities allow for future development of corruption in the sector. Illegally earned cash is used in large scale real
estate buying and selling processes (KPMG 2011). Once in a 2 year period, the research centre “Jones Lang LaSalle”
presents the global real estate market transparency indices for 102 countries. England, Australia, Canada, the United
States and France were identified as the most transparent in the 2016 list. The most corrupt were Tanzania, Belarus,
Mozambique and Guatemala (JLL 2016). Judging from the test results, it can be assumed that the economic situation
is the most important factor in determining the level of corruption in the country. Following the results of the European
Commision research (2014a) in the great majority of EU countries people were convinced that the authorities permit-
ting construction were the most corrupt (see Table 3). In the Netherlands it the largest — 69%, while in Denmark it is
2.7 times lower. 39% of the participants from Lithuania were sure that the real estate and construction markets are
corrupt. This is only 4% less than the average of the survey. European Commission’s anti-corruption report (2014b)
has revealed that 4 out of 10 companies identify corruption as a major problem. 50% of construction companies indi-
cated, that often have to deal with bribery and nepotism. It was found that the size of the company has a lot of influence
for corruption processes — if the company is smaller bribery and nepotism can do more damage. Corruption as a prob-
lem for business frequently mentioned construction companies in the Czech Republic (71%), Portugal (68%), Greece
(66%) and Slovakia (66%) (European Commission 2014b). Results from this study suggest that a large part of society
tolerates corruption and refuses to deal with the challenges anti-corruption measures. Rakauskiené and Chlivickas
(2007) analysed gender asymmetry ir public finance of Lithuania. Study revealed, that women possess less of real
estate and capital than men. Also women are less active in corruption processes — men‘s activities are much more
corrupt. The labor market dominated by discrimination against women: they traditionally are empolyed in less pro-
ductive and less profitable branches (Rakauskiené, Chlivickas 2007).

Table 3. European Commission research (Source: composed by the authors on the basis of “Eurobarometer 397 2014a data)

In (OUR COUNTRY), do you think that the giving and taking of bribes and the abuse of
power for personal gain are widespread among any of the following?

Political parties 59%
Politicians at national, regional or loval level 56%
Officials awarding public tenders 45%
Officials issuing building permits 43%
Private companies 38%
Police, customs 36%
Banks and financial institutions 36%
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Continued Table 3

In (OUR COUNTRY), do you think that the giving and taking of bribes and the abuse of
power for personal gain are widespread among any of the following?

Inspectors (health and safety, construction control and licensing) 35%
Healthcare 33%
Officials issuing business permits 33%
Tax authorities 24%
The Courts 23%
Public prosecution service 19%
Social security and welfare authorities 18%
The education sector 16%
None 5%
Don’t know 7%

In many countries of the world, the population is informed about the construction that is taking place in the last
moment i.e. the purpose of recreational areas is changed and they become filled with apartment houses. In this case,
the district’s residents express their dissatisfaction with the ongoing construction and try to figure out where and how
real estate developers received permits for construction. Building constructors are usually guided by the fact that the
district residents do not participate in consideration of the detailed plan and do not express an opinion. Over the years,
as the construction volumes grow, this problem will only increase, since there is a growing number of construction
companies that are trying to obtain building permits in infrastructurally attractive locations with the help of bribes. The
second problem is related to “developers of a single project”. Developers of a single project are small companies that
are created to implement a single real estate project and, after doing so, declare bankruptcy. For this reason, the cus-
tomers lose all promised guarantees and are left with a defective product.

Socio-economic factors. Manifestations of the socio-economic problems — poverty, unemployment or poor ac-
cess to mortgage — may have a significant impact on shaping public needs in a specific region. When potential cus-
tomers choose home and decide on the property unit quadrature, class, or price, the choice can be influenced by social
and demographic factors — increased unemployment, social exclusion and increasing migration. These indicators de-
teriorate, real estate market participants begin to evaluate their options more carefully, so, often, an apartment of
smaller quadrature or price is chosen (Admiding, Zvanit 2011). The Dutch real estate market research carried out by
scientists Greef and Haas (2000) has revealed that the price of housing is directly dependent on the country’s GDP per
capita, number of households, housing loans volume, which is also affected by the cost of housing. Also it was found
that in long run housing prices ar influenced by factors such as demographic developments or housing stock (Greef,
Haas 2000). Sileika and Andriugaitiené (2006) contucted a study that sought to determine the relation between labour
market indicators and macroeconomic indicators. Results of the correlation analysis revealed that on national scale the
unemployment rate indicator is correlated to the income of municipal budgets, budgetary expenses of the municipali-
ties, financial investment, scale of works performed by construction companies and enterprises, municipal expenses
for social benefits, rate of employment and longterm unemployment rate (Sileika, Andriugaitiené 2006).

Demographic challenges. In 2011, the population of the world has reached seven billion people. No wonder that
for decades it comes to the so-called people’s surplus — the level of risk, when population exceeds the planet’s capacity
to supply humanity housing, food and other resources. Following the data of the World bank (2016a), through the years
2011-2015, 179 countries with an increasing or stable number of residents have been identified. Only 33 countries
have a population that continues to decline (World bank 2016a). It is estimated that in 2050 the human population will
grow to 9.1 billion. Looking at these figures it can be assumed that the increase of population will naturally cause an
increase in building density (real estate properties will be built within much smaller distance than usual). This means
that, in the future, green and recreational areas may disappear in many countries, and public land will be privatized for
the construction of residential houses. Due to the growing population the need for construction will increase, so all
land within the city limits will be considerably more expensive. The research carried out by Moir et al. (2014) has
revealed that population increase has led to the aquatic and air pollution processes, as well as a more rapid loss of green
areas. Population density in urban areas grew much faster than in rural areas, especially in developing countries, caus-
ing additional environmental problems (Moir ef al. 2014). Cohen (2006) predicts that by the year 2030, 60% of the
world’s population will live in urban areas. Population growth is one of the major 21st century problems, the solution
of which shall be made not only by international bodies but also public organizations (Cohen 2006). The author esti-
mates that an efficiently managed system in small cities would make it easier to cope with emerging population growth
challenges. According to the assessment of Wang ef al. (2015), the urban development ideology must change, focusing
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more on migration, ageing and population growth problems. The above-named factors suggest that the growing popu-
lation, as well as the pollution of urban areas will encourage the construction of more expensive to design, even higher
energy class real estate objects, which would ensure the efficient use of renewable energy sources (Wang et al. 2015).

The European Union’s residential real estate market forecast for 2017

The forecast objectively assessed the basic external problems affecting the real estate market, as well as discussed their
influence on the current needs of society. The study was conducted based on the latest data available on the databases
of Economywatch, International Monetary Fund, Numbeo, and Transparency International. Table 4 assesses the cur-
rent 28 member states of the European Union.

Table 4. European Union residential real estate market: 2017’s forecast (Source: composed by the authors of the basis of Econo-
mywatch 2017; IMF 2017; Numbeo 2017; Transparency International 2016; World Bank 2016b)

Sq. m. price of 3 Rent price of 3
GDP per Corruption Percep- Unemployment  bedrooms apart- bedrooms apart-

EU State Population capita tion Index rate ment outside city ment outside city
centre centre

Belgium 0.8%1 3% 1 1%1 -1.2% | 5% | 9% |
Malta 0.6% 1 6% 1 0% — -1.9% | 0% — -1% |
France 0.5% 1 3% 1 0% — -1.0% | 8% 1 3% 1
Italy 0.3% 1 2% 1 1% 1 —4.4% | 3% | -10% |
Portugal -0.5% | 3% 1 2% 1 —4.3% | 3% 1 4% 1
Luxembourg 24% 1 3% 1 -1% | -1.6% | -1% | 2% 1
Germany 0% — 3% 1 0% — 4.3% 1 1% 1 3% 1
Croatia —0.2% | 4% 1 8% 1 -3.0% | —5% | 1% ]
Cyprus 0.4% 1 3% 1 2% 1 —8.5% | —4% | -1% |
Austria 0.6% 1 3% 1 1% | 3.1% 1 1% 1 —4% |
Hungary —0.1% | 1% 1 7% 1 —4,5% | -3% | -1% |
Netherlands 0.3% 1 4% 1 0% — -3.1% | 1% 1 2% 1
Romania —0.2% | 6% 1 4% 1 -3.1% | 2% | 1% 1
Ireland 0.1% 1 5% 1 1% 1 —9.6% | 8% | 2% 1
Finland 0.5% 1 3% 1 1% | -32% | 0% — 2% |
Greece —0.5% | 5% 1 11% 1 —6.4% | -1% | 5% |
Czech Republic  0.2% 1 4% 1 6% 1 2.1% | -1% | 2% 1
Sweden 0.8% 1 1% 1 2% | 2.9% 1 2% | —1% |
United Kingdom 0.6% 1 -2% | 1% 1 0% — -18% | -9% |
Bulgaria -0.6% | 5% 1 8% 1 -8.1% | 2% | —2% |
Poland 0.0% — 5% 1 4% 1 0.0% — —1% | 2% ]
Slovenia 0.2% 1 4% 1 -1% | -3.8% | 2% 1 1% 1
Latvia -1.0% | 7% 1 8% 1 —4.2% | —1% | 1% |
Slovakia 0.0% — 5% 1 7% 1 =7.7% | —1% | 3%}
Estonia -0.4% | 5% 1 3% 1 0.0% — 3% | 3% ]
Lithuania -1.6% | 6% 1 8% 1 -1.2% | 7% 1 4% 1
Denmark 0.4% 1 4% 1 0% — -3.3% | 6% 1 0% —
Spain -0.2% | 4% 1 3% | -7.1% | 3% 1 4% 1

(1) — growth rate; (|) — rate decrease; (—) — no changes.

It is predicted that the population will grow in 15 European Union countries. Mainly in Luxembourg (2.4%),
Belgium (0.8%) and Sweden (0.8%). In United Kingdom during the 2017 the population is expected to rise to 400
thousand. It can be assumed that after “Brexit” referendum foreigners living there rushed to acquire the country’s
nationality. It is predicted that GDP per capita will grow in all Europe Union countries, except United Kingdom. It can
be assumed that this decrease will be affected by the results of Brexit referendum and secession from the European
Union procedures. European Union member commitment each year to accommodate a fixed number of refugees will
have a significant impact on the corruption perception index — it may decline in 6 countries (especially Scandinavian).
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In order to ensure a secure future and opportunities to obtain citizenship, refugees are trying to integrate into the life
of an economically stable countries. One of the most interesting 2017-year trend — a record decrease in the unemploy-
ment rate. It is predicted that unemployment rate will increase only in three European Union countries: Sweden (2.9%),
Austria (3.1%) and Germany (4.3%). A prospective study allowed verifying the external problems that affect the real
estate market, which were identified and discussed in the theoretical part: “Brexit” referendum, corruption, population
growth, as well as socio-economic indicators. British citizens should feel the biggest impact of change through the
following 2 years. It is estimated that due to the “Brexit” referendum the country will experience a decrease in the
share of GDP per capita, real estate per square meter, as well as a decrease in the price of rents. The referendum may
also increase the rate of unemployment. According to the data presented in Table 4, it can be assumed that the real
estate buyers chose Germany, France, Spain and Portugal in the search of new investment markets.

Conclusions

Scientific literature and statistical analysis of the results revealed that in the context of globalization, the residential
real estate market is affected by external factors, which are closely related to the potential customers needs and changes
in behaviour. Physical and economic characteristics of real estate make it an investment of exceptional nature, which
requires specific knowledge and preparation before preparing to buy. Today’s issues suggest that in the future it will
not be enough to just assess the real estate price and location on their own, so it is it is necessary to pay more attention
to external factors and the impact of globalization. The analysis of scientific literature that the opinions of the authors
dealing in globalization processes do vary. There is disagreement on the concept of globalization, the essential features
of the process and impact on today’s society. After analysing different authors points of view, it was found that the
most common aspect of the concept is the social aspect. Technological, economic and geographical aspects were iden-
tified as less significant. According to different researchers paradigmatic point of view, globalization can be defined
as continuously ongoing revolutionary processes, affecting all areas of life (social, cultural, economic, political, tech-
nological) in which various standards, fields and models are disseminated, assimilated and updated.Upon analysing
the peculiarities of the European Union countries the real estate markets, it can be said that the real estate sector is
mostly influenced by changes in the economic status. It was found that the deteriorating economic indicators cause
rising unemployment and intensify corruption. Despite the fact that the majority of threats existing in the real estate
market have only short-term effects, their prevention should be given much more attention — potential buyers should
be encouraged to take an interest not only in the economic situation (crisis, foreign direct investment component or the
tax system) but also demographic or geopolitical situation.It is recommended to evaluate the impact of external factors
not only in the country where the investment is estimated, but also in the entire region (the Baltic States, Scandinavian
countries, the Benelux countries and so on). This would effectively assess the risk factors, which potential investors
may be faced with.
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