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In the face of geopolitical
disruption, global
diversification, including
focused investment into
US real estate, is more
than a defensive move—
it’s a pathway to resilience
and growth.

In times of war, when local economies face uncertainty and
instability, the need for resilient investment strategies becomes
paramount. For overseas investors, particularly those in regions
affected by conflict, safeguarding assets and ensuring steady
returns often requires looking beyond their borders. The US real
estate market emerges as a compelling choice—a beacon of stability
and opportunity amidst turmoil.

Real Estate in the US is not just a safe haven; it also represents a
strategic pivot for diversifying portfolios and mitigating risks tied
to local upheavals. Israeli and Ukrainian investors, both deeply
affected by regional conflicts, have demonstrated the advantages of
this approach. As Israeli investors channel significant capital into
American properties, they find refuge in a market characterized
by robust performance, legal protections, and promising growth.
Ukrainian investors, too, navigate challenges by seeking safer
international investments while planning for domestic recovery.

This dynamic underscores a critical lesson: in the face of geopolitical
disruption, global diversification is more than a defensive move—
it’s a pathway to resilience and growth.

As conflicts reshape economies, the ability to adapt and invest in
stable foreign markets, such as the US real estate sector, ensures
long-term security and positions investors to capitalize on future
opportunities. For those navigating the uncertainty of war, these
strategies serve not only to protect wealth but also to empower
recovery and optimism for the years ahead.

THE GEOPOLITICAL LANDSCAPE

Geopolitical conflicts have a significant influence on financial
markets. Real estate markets are no exceptions in this regard,
although the latter has been viewed as bastions of stability that can
withstand economic turbulence.

With that being said, for investors situated in areas directly affected
by warfare, certain risks can be tremendous, especially in regions
that are prone to geopolitical instability.

The aim of this article is to explore how real estate investors in
Israel and Ukraine—two countries that have had to face conflicts
in recent times—adapted their strategies. By analyzing how Israeli
and Ukrainian investors have adjusted their portfolios, the article
seeks to show how investors managed to reduce risks, capitalize
on opportunities, and show resilience when faced with uncertainty.
The lessons learned can illuminate broader patterns that provide
essential insights to all kinds of investors who might be facing
similar challenges.
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IMPACT OF CONFLICT ON REAL ESTATE MARKETS

While geopolitics and war have an effect on the real estate market,
it must also be noted that the effects are not uniform. Israel is a case
in point in this regard, with property values remaining relatively
stable over time (and even appreciating) after periods of unrest due
to returning investor confidence.

After the First Lebanon War in 1982, for example, property values
increased by 28% within one year afterwards, and 16% in the
subsequent year, highlighting the strength of the Israeli market.'
Moreover, recent trends also showcase a recovery when it comes
to deal activity among Israeli LPs; something that was influenced
by lower costs of capital and lower tax rates.? On top of this, with
assets under management when it comes to long-term savings
growing by an average of 10% every year, thereby reaching a total
of $720 billion, Israeli investors have also increased their capacity
to invest in large-scale investment opportunities.?

The Ukrainian market, on the other hand, has faced significant
challenges since Russia’s incursion into Eastern Ukraine. In 2022,
transactions dropped sharply, with sales dropping to 355,100 units.
In 2021, the Ukrainian real estate market recorded sales of 915,200
units, meaning that the amount of units sold declined by over 60%.
Ukrainian investors have adapted their investment strategies by
focusing their investments on safer regions, including in Western
Ukraine, while also utilizing government support to analyze war-
related risks.*

Generally speaking, international conflicts usually lead to a sharp
rise in investor caution. When it comes to Ukraine, the conflict has
had a profound impact on the banking sectors, with credit rating
agencies downgrading a number of banks and considering others
as being in default.® This has also had an impact on Ukrainian
investors, who adopted a heavily cautious approach by giving
priority to liquidity and safety in relation to their investments.

On the Israeli side, the phrase “when the cannons roar, Israelis
buy” also shows a non-traditional behavioural approach to
investing, revealing that conflicts can be seen as opportunities.® As
Sun Tzu said, “in the midst of chaos, there is also opportunity,”
and through risk mitigation and asset preservation strategies,
investors can both preserve their wealth as well as look forward
towards increasing it.

As Sun Tzu said, “in the midst of chaos,
there is also opportunity,” and through risk
mitigation and asset preservation strategies,
investors can both preserve their wealth as
well as look forward towards increasing it.

ISRAELI REAL ESTATE INVESTORS:
ADAPTATION AND RESILIENCE

Although the Israeli real estate market has shown considerable
resilience in the face of adversity, in recent years, Israeli investors
have also looked towards diversifying their investments. In 2022
alone, Israeli investors invested approximately $2.3 billion in the
international real estate market, with almost $1 billion of that
amount being invested in the US.” Popular destinations when it
comes to investment in the real estate market include cities like
New York City, which has been receiving renewed interest as a
result of domestic economic stability and the potential for high
returns.® Investment in the United States comes as no surprise in
this context, given that the American real estate market is viewed
as a safe haven asset.

This is confirmed by statistics which show that in 2021, the S&P
CoreLogic Case-Shiller twenty-city home price index reported an
18% increase in one year’ when compared to an average inflation
level of 4.7%.1° Simply put, Israelis who invested in the American
real estate market in 2021 made significant average gains of over
13%, year on year.
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EXHIBIT 1: ANNUAL RETURNS OF THE US NATIONAL, 10-CITY COMPOSITE,
AND 20-CITY COMPOSITE HOME PRICE INDICES
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Needless to say, Israeli investors demonstrate behaviours that
are akin to corporate managers who are preparing for systematic
risks. Just like managers create war chests that they can draw
upon in times of need, these investors are relying on strategies
which include portfolio diversification, leveraging structured credit
investments, and maintaining liquidity in order to navigate periods
of considerable risk and volatility."

These behaviours showcase how investors are balancing short-
term caution with long-term optimism, thereby enabling them to
continue building on their investment momentum, notwithstanding
periods of regional and global turbulence.

The European Union, has set aside
up to 50 billion euros in relation to
Ukraine’s recovery, with 8 billion
euros solely focused on strengthening
private investment.

UKRAINIAN REAL ESTATE MARKET:
CHALLENGES AND STRATEGIC RESPONSES

Russia’s invasion of Ukraine has brought with it significant
disruptions to the Ukrainian real estate market, realized as reduced
investor confidence as well as infrastructural damage.

Ukrainian investors have since adopted innovative strategies in
order to mitigate these risks. One such strategy has been to focus
on investments in Western Ukraine, which is farther away from
the conflict zone than Central and Eastern Ukraine. Moreover,
the Ukrainian government has also provided investors with data
platforms that assess war-related risks, thereby supporting their
decision-making during times of war.!?

Ukrainian developers are also making use of discounts, instalment
payments, and attractive exchange rates to try to lure buyers’
confidence."> Meanwhile, Ukrainian firms who work in industries
related to real estate are also diversifying their business, aiming to
expand to international markets such as Dubai.'* In simple terms,
Ukrainian businesses and investors are being highly cautious when
it comes to investments.

However, it is also important to note that investors are also
being encouraged to invest in Ukraine, with the ultimate aim
being to rebuild and modernize the country’s infrastructure. The
European Union, for example, has set aside up to €50 billion in
relation to Ukraine’s recovery, with €8 billion solely focused on
strengthening private investment.'”> Moreover, various US private
equity firms are engaging in impact investing in Ukraine and the
surrounding region, thereby aiding when it comes to investment
sentiment in the country.'®
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LESSONS FOR OTHER INVESTORS

Drawing on the experiences of Israeli and Ukrainian investors, as
well as historical case studies, diversification is the key to success.
Through the spreading of investments across different regions
and types of properties, investors can very well hedge against the
possibilities of localized risks while ensuring constant returns in
stable markets.

When trouble is brewing in the geopolitical sphere, Israeli investors
have shown the ability to transform chaos into opportunity.
Investors are also being encouraged to keep an eye out for investing
in the rebuilding of Ukraine after the war ends, especially since the
country continues on its path to Westernization."”

Ukrainian investor behaviour, on the other hand, has been highly
cautious, focusing on liquidity and safety rather than opportunity.
In simple terms, whereas the Israeli investor approach is akin
to the approach that the American investors took during the
GFC of 2008, where they exhibited a flight to quality by buying
undervalued assets that rose in value, Ukrainians are taking a more
defensive approach, that is more akin to the Greek response during
the Eurozone debt crisis.

However, it is also essential to note that safe-haven investments,
which include the American real estate market, can be seen as
a bastion of both cautiousness and opportunity, meaning that
significant gains can be made in an environment which is not
volatile or risky. As such, investors investing in such assets can both
exhibit a flight to quality while also remaining highly cautious.

At the end of the day, the most important thing that investors need
to keep in mind is that their investments should help them succeed
in the long term rather than for a short while. That’s not to say that
there might not be opportunities in the short term. However, by
focusing on resilience and preparedness, investors can strengthen
their positions in the face of geopolitical disruptions.
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Real Estate in the US is not
just a safe haven; it also
represents a strategic pivot
for diversifying portfolios
and mitigating risks tied to
local upheavals.
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