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Abstract 
Co-living is a new modern tenure form that has emerged due to the current critical state of the 

Swedish residential housing market in larger cities, such as Stockholm. Moreover, the climate 

crisis has called for more sustainable solutions. The concept of sharing space is aligned with 

this ambition and is perceived as a sustainable way of living. 

The benefits and drawbacks of co-living from a resident’s point of view has been discussed in 

journal publications. However, there is a lack of research regarding this sub-category of real 

estate as a potential investment opportunity. Therefore, the aim of this academic report is to 

collect and analyze information from knowledgeable stakeholders, and systemize the findings 

regarding a co-living project. Vital core investment characteristics and factors are identified to 

create structure regarding investments in the development of this ambiguous product. 

Furthermore, the advantages and drawbacks of investing in co-living will be investigated and 

compared with conventional rental real estate investments. Moreover, the study will try to 

answer two research questions:  

- Are there any differences between investing in the development of conventional rental

real estate and co-living spaces?

- How are the key factors associated with investment analysis adjusted for this type of

investment?

The report aspires to: (1) fill the gap of knowledge in the research field, (2) study the 

prospective future, and (3) assess the possibilities and uncertainties associated with this 

potential investment asset. Given that this new field of research is only now unfolding, 

deductive qualitative methodology is adopted in order to uncover interesting material. Another 

reason is the lack of transactional data.  

It was found that the investment in co-living developments entails several differences 

compared to investments in conventional rental real estate. However, it is concluded that the 

co-living product is a valuable addition to real estate portfolios and generates several economic, 

societal and environmental benefits.  
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Sammanfattning 
Co-living är en ny och modern boendeform som har blivit alltmer aktuell i och med den 

bostadsbrist som råder i storstäderna, framförallt i Stockholm. Aktuella hållbarhetsstrategier 

och trender går också väl i linje med den nya boendeformen.  

För- och nackdelarna med att leva i ett co-living-boende har diskuterats i flertalet tidskrifter, 

framförallt från ett hyresgästperspektiv. Däremot saknas det studier gällande de potentiella 

möjligheterna och riskerna ur ett investeringsperspektiv. Därför är målet med uppsatsen att 

samla och analysera information från kunniga aktörer inom fastighetsbranschen och från ett 

pågående co-living projekt. Uppsatsen identifierar avgörande investeringsfaktorer för att skapa 

klarhet och vägledning vid investeringsbeslut för nya co-living-projekt. Dessutom undersöks 

för- och nackdelarna med att investera i produkten i jämförelse med den vanliga hyresrätten.  

Studien försöker besvara två frågeställningar: 

- Vad är skillnaderna mellan att investera i ordinära hyresfastighetsprojekt och i co-

living-projekt?

- Hur är nyckeltalen i en investeringskalkyl justerade för denna typ av

fastighetsinvestering?

Uppsatsen strävar efter att: (1) bidra med mer kunskap till detta relativt outforskade område, 

(2) bedöma dess framtida utsikter och (3) undersöka de potentiella möjligheterna och riskerna

som förknippas med co-living. En kvalitativ studie tillämpas då detta bedöms vara det mest

givande sättet att studera ett område där begränsad transaktionsdata finns tillgänglig.

Studien avslöjar att det finns flera skillnader mellan att investera i co-living-projekt och 

konventionella hyresrätter. Slutsatsen är att produkten co-living är ett värdefullt komplement 

till en fastighetsportfölj och produkten genererar flertalet fördelar, både från ett ekonomiskt, 

socialt och miljöperspektiv.  
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1. Introduction  

The need for alternative forms of housing in Stockholm has been evident during the last decade. 

With a remarkably long housing queue and an acute housing shortage, Stockholm city dwellers 

are struggling to find a home at reasonable rent levels as the city continues to grow rapidly 

(Andersson and Söderberg 2012; Wilhelmsson et al. 2011). The rents for sublet apartments in 

Stockholm have increased by more than 70% since 2009 (Boverket 2018). According to the 

European Commission (2019), the city has one of the highest average monthly rent levels in 

Europe. The conditions are similar in other large cities. Hence the situation has called for a 

more efficient utilization of the current housing market.  

 

Co-living is a new modern tenure form that has recently emerged in Sweden. Co-living 

businesses targeted at urban creatives and millennials, such as COLIVE, LifeX and Tech Farm 

are now operating on the Stockholm market. This new type of co-living spaces is a natural 

solution to the current state of the residential housing market. These companies offer a 

community where tenants share communal spaces and amenities. The operators provide great 

locations, lifestyles and flexible lease terms that better reflect the types of living situations 

individuals would like in an urban area (Cushman & Wakefield 2019a). In an interview 

conducted by Davies (2015), a co-living renter described the shared housing as full of 

collaboration and learning. This type of tenure of shared accommodation, that traditionally has 

been adopted by students and elderly, is now considered trendy among young professionals 

(Davies 2015). 

Problem Statement and Aim 

The benefits and shortcomings of co-living from the perspective of the residents has been 

somewhat covered in journal publications (Ataman and Gursel Dino 2019; Bhatia and 

Steinmuller 2018; Olick 2017). However, there is a clear lack of research regarding an 

investor’s point of view; how does investments in co-living properties compare to other asset 

types? Therefore, the aim of this academic report is to collect and analyze information from 

knowledgeable stakeholders and acquire findings regarding a co-living project developed in 

Stockholm. Vital core investment characteristics and factors are identified to create structure 

regarding investments in the development of this ambiguous product. Furthermore, the 

advantages and drawbacks of investing in co-living will be investigated and compared with 

conventional rental real estate investments. 

Research Questions 

There are major benefits in recognizing the extent and composition of property within the 

Swedish investment market. New investment opportunities can be identified alongside market 

coverage which is crucial in the allocation of capital in a well-diversified portfolio for investors. 

In fact, the strategic decision-making process of allocation of resources demands good market 

knowledge (Higgins 2007). Therefore, this report aspires to fill the gap of knowledge in the 
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research field, study the prospective future and assess the uncertainty of this sub-category of 

real estate investment. Moreover, the study addresses several research questions: 

 

1. Are there any differences between direct investment in conventional rental real estate 

and co-living spaces?  

 

2. How are the key factors associated with investment analysis adjusted for this type of 

investment? 

 

In order to fully comprehend the preferences, strategic decision-making processes and portfolio 

selections of investors when evaluating and investing in real estate, particularly the reasoning 

behind investing in co-living developments, prevailing theories relevant from economic, 

societal and environmental perspectives are studied. Given that this new field of research is 

only now unfolding, qualitative methodology is adopted in order to uncover interesting 

material. Multiple sources of information along with different methods of collecting the field 

material is used to confirm the validity and reliability of the research data, analysis and 

interpretations. 

  

The findings can serve as useful knowledge to real estate investors and valuers, improving their 

understanding of this type of growing tenure option as an investment opportunity. Therefore, 

the study makes a contribution to and expands existing theory and knowledge with new 

dimensions. First, an extension has been made to the Expectations Theory: interdependent 

market expectations during shifts in market conditions. Second, a clear definition of the concept 

of co-living is provided in order to prevent further confusion regarding different types of shared 

living spaces and their inherent distinctions. Third, it illustrates important aspects to consider 

prior to an investment. Fourth, the report illustrates the promising benefits derived from 

investing in the asset class as well as highlights the potential risks faced by investors. Fifth, the 

current and future outlook of the co-living product is illustrated from different perspectives. 

Lastly, the information provided in the report is of importance to society as a whole, examining 

co-living as a tenure form and bringing attention to the sustainable aspects of this type of 

alternative housing category. 

Delimitations  

This report is principally focusing on the investment class co-living on the Swedish market. 

Moreover, aspects such as legislation, appraisal approaches and tenant perspectives are 

moderately examined. However, since they are outside of the scope of this report, the topics 

will not be extensively explored. Different stakeholders were interviewed in the case study and 

the semi-structured interviews. However, co-living tenants were not approached, and the report 

does not cover this perspective.  

 

Since the Swedish market does not have a sufficient amount of transactions involving co-living 

facilities, the report explores co-living as a potential project investment. Trading on the 

secondary market is not investigated.  
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Disposition 

Chapter 1 - Introduction 
A short presentation of the current prevailing conditions on the Swedish housing market along 

with the co-living concept is provided. Moreover, the aim, contributions and delimitations of 

the academic report are specified.  

 
Chapter 2 - Background 
An overview of the current state of the global and national economy. A description of the 

investment as well as the residential market is presented, along with several trends affecting 

the Swedish real estate market.  

 

Chapter 3 - Theoretical Framework 
A framework explaining elements of Modern Portfolio Theory, Property Asset Allocation 

Strategy and Valuation Theory is presented to understand investors’ approaches prior to co-

living real estate investments. Moreover, the notion of expectations, flexibility and 

sustainability, features that affect the investment, are covered. Lastly, theories explaining 

behaviors of tenants; agency dilemmas, choices and preferences as well as the concept of 

individualism, are described. 

 
Chapter 4 - Methods 
A description of the chosen methods; a qualitative approach conducting a case study and semi-

structured interviews. Furthermore, the concept of triangulation is delineated.  

 
Chapter 5 - Empirical Findings 
A presentation of the derived results from the Focus Case Study regarding the project 

“Parkstråket” with Wallenstam as the investor and COLIVE as the contracted operator. 

Moreover, empirical results from the exhaustive semi-structured interviews are depicted.  

 
Chapter 6 - Discussion 
The Empirical Findings are analyzed and discussed in the light of relevant background 

information along with applicable theories.  

 

Chapter 7 - Conclusion 
The concluding section reviews the report findings, answers the research questions, covers the 

limitations and suggests topics for further research.   
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2. Background 

2.1 Economic Outlook 

2.1.1 Global Economic Outlook  

After the financial crisis in 2008, the last decade has consisted of economic recovery and 

growth. Still, the global economy during the past year has been characterized by political events 

such as Brexit and escalating trade tensions among advanced economies. Likewise, emerging 

markets have experienced great financial turmoil due to productivity slowdowns. This has 

made the international markets turbulent and caused higher levels of uncertainty. The outlook 

of the global economy can be summarized as fragile. Furthermore, the global markets are 

experiencing elevated levels of debt. However, the currently low interest rates mitigate some 

of the risk associated with this burden. In order to revive productivity and GDP growth, nations 

need to fill investment needs, boost human capital as well as improve the adoption of new 

technologies. The following relative growth will depend on the country's individual conditions 

(The World Bank 2020). 

 

In January 2020, the economic outlook darkened due to the impact of the COVID-19 outbreak. 

The International Monetary Fund (2020) declared that the economic activity has taken a big hit 

around the globe and the economic cost of the pandemic will be enormous. According to their 

report, the global economy is projected to fall by 3% in 2020. The contraction would be more 

severe than the 2008 financial crisis. However, if the pandemic fades in the second half of 2020 

and the economic activity normalizes, the global economy is expected to grow by 5,8% in 2021. 

Nevertheless, the report stresses the fact that the forecasts are done under great uncertainty. 

Therefore, the monetary fund states that effective policies and fiscal support are essential to 

forestall worse outcomes (International Monetary Fund 2020).  

2.1.2 Swedish Economic Outlook 

As the World Health Organization (2020) declared the coronavirus outbreak to be a global 

pandemic, Sweden faced an economic downturn like the rest of the world. However, it is worth 

noting that prior to the sudden pandemic, the Swedish economy was already expected to head 

into a slowdown phase. The pandemic has had major impacts on the Swedish businesses and 

the Swedish National Institute of Economic Research (2020) predicts it to have long term 

effects on the economic environment. The ongoing crisis has created a sudden halt to both 

demand and supply and has affected many areas of business with companies having to lay off 

workers. The Riksbank, Sweden’s central bank, fears that the unemployment rate will increase 

further. In the latest Monetary Policy Report released by the Riksbank (2020), the central bank 

has incorporated several measures in order to facilitate credit supply and counteract an increase 

in interest rates; the purchases of government and mortgage bonds will continue, the repo rate 

will stay unchanged at zero percent and the central bank offers further loan opportunities within 

the scope of its programme for corporate loans. The monetary policy stimuli is adopted to 

support the Swedish economy and inflation (Sveriges Riksbank 2020). 
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The Swedish National Institute of Economic Research, Konjunkturinstitutet, projects the 

inflation rate to fall to 0,5% during 2020, far from the target of 2% (Konjunkturinstitutet 2020). 

However, the Riksbank expressed the difficulty of interpreting these measures in uncertain 

financial markets. The problem arises primarily due to products that are no longer consumed, 

as shops and service points have closed down or are less trafficked. In fact, the Swedish central 

bank states that the decline in inflation is to a great extent linked to temporarily lower energy 

prices (Sveriges Riksbank 2020). Therefore, it is reasonable to suspect the long-term inflation 

expectations not to deviate too far from the inflation target (Sveriges Riksbank 2020).  

 

During 2019, the Swedish exports remained unexpectedly strong. Nevertheless, these results 

combined with the aggregate foreign investment did not have the aspired impact on the GDP 

growth (Sveriges Kommuner och Regioner 2019). In 2019, the GDP growth rate was 1,2%. 

However, the GDP in Sweden is expected to fall by 7% in 2020 (National Institute of Economic 

Research 2020). Yet, the National Institute of Economic Research (2020) predicts an increase 

of 4,8% in 2021. These predictions are aligned with the forecasts regarding the global economic 

development. 

 

The current recession is expected to have long term effects on the Swedish economy. The 

uncertainties associated with the course of the pandemic has motivated the Riksbank to forecast 

two potential scenarios for the changes in GDP growth in 2020. In these scenarios, the GDP in 

Sweden is expected to be 7 or 10 percent lower than in 2019, respectively. Moreover, 

unemployment is predicted to rise to 10 or 11 percent, respectively (Sveriges Riksbank 2020). 

With the aim to counteract the increase in unemployment rates, the Swedish government has 

implemented a short-time work scheme. This scheme implies that an employee’s hours are 

reduced, and the government compensates a percentage of the lost wage. At the end of April, 

approximately 350 000 employees have been affected by this scheme. Nevertheless, the 

economic downturn has led some firms to issue redundancy notices and the number of these, 

in addition to actual redundancies, are expected to increase (Konjunkturinstitutet 2020).  

 

The proportion of the population above retirement age is growing around the world and Sweden 

is certainly following the global trend. Consequently, a large proportion of the Swedish 

population does not pay an income tax (CBRE 2020). Moreover, an aging population has led 

to increased costs for the public sector. As a result of economic distress among the 

municipalities, 28 municipalities in Sweden have increased their tax rate in 2019 (Sveriges 

Kommuner och Regioner 2019).  

2.2 Swedish Investment Market 

2.2.1 Investment Market Overview 

Investors are highly dependent on the currency movements of the Swedish krona during the 

investment horizon. Correspondingly, the exchange rate of the Swedish krona against other 

currencies is influenced by the monetary policy pursued by the Swedish central bank (Öberg 

2006). The repo rate plays an important role in the returns foreign investors can expect. The 
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weak development of the Swedish krona contributes to an enhanced interest among 

international investors, increasing the profitability of the investment. However, due to the 

current financial instability on the global market, international investors are more likely to seek 

investments in stronger currencies, reducing their exposure toward smaller investment markets, 

such as Sweden (Ekonomifakta 2020). Nevertheless, reports published in June 2020 

demonstrate strong currency levels for the Swedish krona. The reason behind this development 

is perceived to be the fact that other larger currencies have been impacted by more pessimistic 

outlooks in regard to the COVID-19 pandemic, hence weakening these currencies against the 

Swedish krona (DI 2020). 

 

Preceding the pandemic outbreak, the private equity market has seen a sharp downfall due to 

the expected decrease in profitability in a majority of the sectors. The tourism, hotel and 

restaurant industries have faced the biggest hit (Sveriges Riksbank 2020). Moreover, according 

to the Catella Real Estate Debt Indicator report, investors are repricing property equities as the 

risk on the credit market increases (Catella 2020). The CREDI main index indicated the worst 

credit market sentiment since the inception of the report. In fact, market capitalization of 

property-related listed shares fell sharply. Moreover, Catella (2020) reported that banks have a 

more pessimistic outlook than corporations regarding the current situation, thus tightening the 

supply of credit. 

 

Interest rates of riskier bond types, such as corporate bonds, have distinctly increased as 

companies’ profitability has weakened. Unquestionably, investors expect a 2020 recession. The 

Swedish bond market has also seen an increase in risk premiums. The fact that yields on 

covered bonds have slightly increased implies that the banks’ financing costs are increasing. 

That in turn can lead to increased lending rates to households and companies (Sveriges 

Riksbank 2020).  

2.2.2 Real Estate Investment Market  

During recent years, the real estate market of Sweden has seen remarkable years with strong 

development and decreasing yields in most segments and geographical areas. The growth has 

been most significant in larger regions and the lowest yields are mostly on residential real 

estate, commercial properties of high standard and properties devoted to public use (MSCI 

2020). 

 

According to MSCI (2020) the total return on real estate investments amounted to 10,3% in 

2019. This is lower compared to 2017 and 2018, 0,5% and 0,3% lower, respectively. The value 

growth constituted of 6,3% of the total return and the yields constituted of 3,8%. Albeit a 

relatively slow year for the Swedish economy in 2019, a report published by Savills (2020) 

presented that the transaction volume on the Swedish real estate market reached record high 

values in 2019. 219 billion SEK was invested in the particular asset class, which is 16 billion 

more than the second highest recorded year in 2016. Residential property was the most 

attractive asset class followed by real estate consisting of offices.  
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Swedish institutions have been an active seller on the property market, since they have been 

too exposed to the asset class (Savills 2020). Moreover, municipalities are forced to sell 

properties due to increased expenses and negative savings (Konjunkturinstitutet 2019). A 

demographic shift is the reason, which has resulted in an increase in the number of children 

and elderly (Fastighetstidningen 2019). Swedish investors still dominate among the buyers on 

the Swedish real estate market. However, according to Savills (2020), the proportion of foreign 

investors increased during 2019. In 2019, the total transaction volume consisted of 35% of non-

domestic capital. 

 

In a report published by Datscha (2020), Kristina Andersson, head of analytics at Datscha, 

states that predictions regarding transaction activity on the Swedish real estate market are 

uncertain. The first quarter in 2020 demonstrated record high figures. However, the prevailing 

critical circumstances were expected to dampen the transaction volumes during the following 

quarter. Pending transactions worth SEK 20 billion have either been terminated or put on hold. 

Nevertheless, despite the current situation, Cushman and Wakefield’s survey “Property 

Investor Confidence Index” for the second quarter of 2020 reflected confidence and willingness 

among investors to further expand their real estate portfolios. In fact, 40% of investors 

participating in the survey were planning to invest in real estate during Q2. Residential and 

logistic properties in addition to properties for public use are perceived to be strong segments. 

On the contrary, office and industrial real estate is expected to experience a lower demand from 

investors (Fastighetsvärlden 2020b). 

2.3 Swedish Residential Market  

2.3.1 Historical Development 

The Swedish housing policy has changed dramatically over the past 25 years and the prevailing 

conditions are a natural outcome of the preceding housing market regulations (Hedin et al. 
2012). After World War II, Sweden faced a severe housing shortage and the conditions of the 

prevailing housing stock were considered to be low compared to international standards 

(Verkasalo and Hirvonen 2017). At the time, the municipal housing companies where given a 

competitive advantage in the real estate market. Subsequently, during the following 20 years, 

these companies played a crucial role in the process of restoring and strengthening the Swedish 

housing market (Hedin et al. 2012). 

 

The financial support given to the municipal companies was combined with rent control as part 

of a bigger social and economic welfare program. Furthermore, protection of tenancy rights, 

besittningsrätt, were incorporated. Despite increased construction on the housing market, there 

was still an insufficient quantity of accommodation in larger Swedish cities in the 1960’s. Due 

to this serious shortage, the Million Programme, Miljonprogrammet, an ambitious public 

housing program, was implemented in Sweden to rapidly increase the supply of affordable 

housing. From 1963 to 1973, one million new dwellings were built (Hall and Widén 2006). 

However, the resulting quality of the dwellings was varied, at times inferior (Lind et al. 2016). 
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Grundström and Molina (2016) argued that the generous municipal support and subsidies kept 

away capitalist speculations from the housing market.  

 

In the early 1990’s, Sweden had a political shift and the market underwent major deregulations. 

The market approached a more market-oriented and privatized environment. This resulted in 

rapidly growing development costs. The costs were mainly driven by higher land prices due to 

increased demand among developers seeking profit. Developers began to build high-end 

residentials in appealing locations in order to secure higher profits, thus addressing a wealthier 

target group. Even though the Swedish housing market shifted towards a more market-oriented 

environment, the rent control remained. As a consequence, the following years consisted of 

very few investments in rental and affordable housing (Grundström and Molina 2016). 

2.3.2 Prevailing Residential Market Conditions 

According to a report published by SEB (2020), the housing price indicator has dropped to 

astonishing low levels, see Figure 1. The report revealed that Swedes are pessimistic regarding 

the prospects of the housing market due to the impact of the pandemic on unemployment rates. 

SEB’s indicator fell from 47 points in March to minus 20 in April. The index measures the 

share of households expecting home prices to rise versus fall in the coming year.  

 

Figure 1 - SEB’s Housing Indicator. 

Source: SEB (2020)  
 
As reported by Boverket (2020), an acute housing shortage is prevalent in 212 out of 290 

municipalities in 2020, corresponding to 74%. The development of the issue can be observed 

in Figure 2. Furthermore, according to the municipalities’ assessments, the demand for rental 

apartments is the highest. Despite a substantial increase of newly built housing during recent 

years, there are difficulties meeting the needs of certain groups, such as young adults, students 

and expatriates (Boverket 2020).  
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Figure 2 - Housing need for municipalities in Sweden. 

 
Source: Boverket (2020) 

 

The number of newly built apartments has decreased during 2019, with a total decline of 7% 

compared to 2018 (SCB 2020). Boverket’s survey demonstrated expensive development costs 

as being the main reason for stagnating residential construction (Boverket 2020). Moreover, 

the construction of tenant-owned apartments fell to substantially low figures as stricter 

amortization requirements for households were implemented. Comparatively, the development 

of rental apartments has become more appealing, due to the investment support offered to 

constructors investing in new rental units. This has led to an increased investment in rental 

projects compared to projects involving tenant-owned apartments (CBRE 2020).  

2.3.3 Additional Trends Supporting Alternative Housing Forms  

2.3.3.1 Societal Factors 

 
Demographic Shift 
 

The largest share of the global workforce will comprise of Millennials during the period 

between 2020 and 2030. At the end of the decade, this demographic cohort will represent 40% 

of the global working age population. Moreover, a substantial share of the Baby Boomers-

generation will reach retirement age and leave the workforce by the end of 2030. Boomers 

control a significant amount of the global disposable income and they are expected to continue 

to outspend the Millennials during their retirement. Their size and wealth will most certainly 

have a big impact on several sectors in the next coming years (Cushman and Wakefield 2020).  

 

Generation Z has different preferences from prior generations. The demographic cohort is 

highly involved in issues regarding the environment, climate and welfare. The age group is 

influential and perceive their choices to have an impact on society as a whole. Therefore, their 
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decisions are well-thought-out and an aspect such as responsibility for future generations is 

recognized as important (Ungdomsbarometern 2020). 

 

According to Cushman and Wakefield’s demographic outlook for 2020, it could be concluded 

that the real estate sector has not kept up with the demographic changes. Statistics show that in 

1950, 30% of the world's population lived in cities. Today, this number has reached 55% as 

many countries have urbanized and we can expect more than two-thirds of the global 

population to live in urban conglomerations by 2050. The figures are even higher in Europe; 

almost 75% of the population is already living in cities (Cushman and Wakefield 2019b). 

Concurrently, the majority of the European population live in single-person households 

(Cushman and Wakefield 2019b). As the number of single households grow, isolation becomes 

a prominent issue. On the other hand, there are numerous opportunities surfacing along with 

the demographic shift; one evident being the opportunity to develop more innovative property 

solutions, such as shared living spaces, that can counteract this problem (Cushman and 

Wakefield 2019b).  
 

Mental Health 
 

Sweden has the highest proportion of single households in Europe. However, this tendency is 

becoming common in many other countries as well (Fastighetsnytt 2020a). According to a 

recent report published by Boinstitutet (2020), the feeling of loneliness among people has 

become a major problem in Sweden. The issue is most dominant among youths; one in four 

feels lonely in their own homes, which is a 9% increase compared to a similar study conducted 

in 2015. Loneliness is unquestionably dangerous from a psychological as well as from a 

physiological perspective; it leads to lower self-confidence and self-esteem, and a higher risk 

of depression. Moreover, it can increase the risk of heart problems and Alzheimer’s disease. 

The Swedish National Board of Housing encouraged the real estate sector to plan and build 

residential projects in a way that counteracts loneliness and instead promotes social 

interactions.  

 

According to the study (Boinstitutet 2020), youths perceived lower rents to be an approach to 

diminish the feeling of loneliness. The lower rent could lead to the possibility for individuals 

to afford to partake in social activities. Moreover, the respondents regarded social areas 

connected to residential buildings to be a good solution. Lastly, sharing living space with other 

people outside of the family was the third choice among youths to combat loneliness.  

2.3.3.2 Prevailing Conditions and Influential Factors in Real Estate Sector 

 
Absence of Niched Residentials  
 

In an article written by Psilander (2004), the author discussed the power of innovative and 

niched residential development. According to Psilander (2004), Sweden does not implement 

this approach on a large scale compared to other countries. The idea for the study sprung from 
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the discovery of individually designed housing units in the US. In fact, these were, ceteris 

paribus, cheaper to construct compared to standardized construction in Sweden. The Swedish 

traditional process is influenced mainly by the public sector, banks following strict routines as 

well as larger building companies dominating the construction market. In fact, smaller to 

medium-sized construction businesses are few. Psilander (2004) believed that these typical 

projects often lead to higher costs since strongly subsidized technology is used, due to the 

Swedish government encouraging large-scale constructions. Subsequently, when the 

construction process and the following design of the housing units are standardized and 

predictable, the ability to develop niched residentials vanishes. Psilander (2004) concluded that 

Swedes are more or less unable to make choices regarding the design of their homes. 

Nevertheless, the conditions on the market can be altered with new legislation that favors the 

emergence of developers that want to construct niched residential real estate. Moreover, 

Psilander (2004) concluded that niching should be considered as an important approach by 

residential developers since it can add more value than conventional projects. In fact, 

consumers are willing to pay more for things they appreciate, not for the things they dislike.  

 

Sustainability 
 

After the latest financial crisis, stricter regulations have been adopted within the financial 

sector. Likewise, a more rigorous approach is endorsed regarding real estate valuation. These 

requirements to ensure long-term sustainability has led to a focus among banks and investors 

to review their portfolios. As a result, the demand for external real estate valuers has increased. 

 

In November 2017, RICS (2017) released their report “The Future of Valuations”, where the 

long-term value of real estate was discussed. The report recognized the responsibility among 

real estate companies to realize environmental aspects and the effects on individuals’ health as 

assets are valued. The institution has seen a growing interest in green and effectively built 

properties on the real estate market. Since these buildings generally have lower operation and 

maintenance costs, these elements could generate a higher value for these specific properties. 

Furthermore, the report addressed the fact that these appealing aspects reduce the risk of 

vacancy. RICS encouraged valuers to be aware of sustainable factors and emphasized the 

importance of evaluating a property from both a short-term and a long-term perspective (RICS 

2017).  

 

Following this, it is appropriate to cover the Sustainable Development Goals, SDGs, which 

were established in 2015 by the United Nations, see Image 1. These cover three dimensions of 

sustainable development; the economic, social and environmental perspective. The agenda 

consists of 17 SDGs which should serve as a framework with the aim to solve four of the 

world’s main issues by 2030. First, to abolish extreme poverty. Second, to reduce inequalities 

and injustice. Third, to promote peace and justice. Lastly, to solve the climate crisis. Swedish 

ministers have their own responsibility to implement strategies to work towards these goals 

(Government Offices of Sweden 2015). 
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Image 1 - Sustainable Development Goals. 

 

Source: UNESCO (2019) 

 

Co-living 
 

Several real estate advisory firms report on a common, significant trend; the increased focus 

on shared economy (Cushman and Wakefield 2019; JLL 2020). According to Baum (2017), 

economic crises, austerities and increasing housing prices have changed the behavior of 

households regarding their choice of living arrangements. For example, the millennials are 

seeking temporary solutions. The traditional ownership is expensive and often poses risk, 

leading to many millennials choosing rental apartments. A growing form of shared living is the 

trend of co-living. 

 

JLL defined the co-living concept as follows: “All-inclusive communal living, where tenants 

enter into individual lease agreements in exchange for private bedrooms, shared community 

spaces and building amenities” (JLL 2019b, p. 1). As the housing shortage in many western 

countries is becoming more acute in addition to land prices reaching record high levels, the co-

living concept could be one tool to adopt. The housing form provides a flexible and modern 

solution as a change in consumer behavior among the young generation can be recognized (JLL 

2019a). Consequently, much of the co-living spaces around the world are to a large extent 

targeting youths, since they seem open toward the product. An extensive study, conducted by 

United Minds (2014), supported the perception of the target group being suitable for the co-

living concept. The study revealed a trend regarding the prioritization of location over 

apartment size. The time to commute to work as well as the proximity of public transportation 

were highly valued among young adults, while the architecture and neighborhood was less 

important. 

 

According to JLL (2019a), the highest density of co-living apartments was found in cities 

where the relative number of youths were high, such as in London, Amsterdam, Copenhagen 

and Paris. In their report, Stockholm was in seventh place out of all capitals in Europe. Other 

conditions favoring the co-living concept were expensive housing markets and high levels of 

education.  
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The trend is growing rapidly. In the US, 84% additional co-living spaces are expected between 

the years 2019 and 2021. Similarly, 72% of Europe’s planned co-living projects are in the 

pipeline. These are expected to be finalized during 2021. In addition, in line with the high rate 

of co-living developments, the global funding in co-living has increased by 210% since 2015 

(JLL 2019a). 
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3. Theoretical Framework 

The objective for this study is to investigate and analyze vital core investment characteristics 
and variables, as well as discover and develop a theoretical framework illustrating investors’ 
property asset allocation decision-making process in regard to this type of real estate. By using 
relevant and applicable theories, a lens can be created through which we can view and better 
understand the data collected and observations made during the study. Therefore, it is crucial 
to identify and examine key findings from prior relevant research in this area.  

3.1 Modern Portfolio Theory 

The Modern Portfolio Theory is particularly relevant for indirect investments. It describes the 
reasoning behind investment decisions as well as the objectives and strategies used by investors 
while constructing their portfolios in order to generate the highest expected return given a 
certain level of risk. Since the decision-making processes and strategic frameworks can be 
assumed to be similar in both indirect and direct investment, the theory is highly applicable for 
the particular study. 
 

Many papers concerning portfolio theory have been published over the past decades. However, 

Markowitz (1952) was the first one who developed the groundbreaking theory of how investors 

can construct their portfolio in order to maximize the return, given a specific level of risk. He 

described the decision of choosing a portfolio as a two-stage process. First, the decision is made 

based on observation, experience and expectations about future performance. Second, 

depending on the relevant beliefs, the choice of the portfolio is made. Markowitz (1952) 

assumed that investors make their final decisions considering the future expected returns and 

the variance of these returns. In short, investors seek to maximize the former and minimize the 

latter when creating portfolios. The study stated that the rule of expected return coupled with 

variance of return should serve as a guide for investors to acquire efficient portfolios. 

Furthermore, the investors attempt to diversify their investments within the portfolio in order 

to limit the exposure to one specific security or risk. Investing in a portfolio constructed of 

assets in different sectors or geographical regions is preferable since firms in the same industry 

tend to perform poorly at the same time due to the fact that they have similar economic 

characteristics. Markowitz (1952) demonstrated that portfolio risk is dependent on the 

covariance of the securities in the portfolio rather than the individual risk of those securities. 

Holding combinations of assets which are not perfectly correlated lead to an efficient frontier 

that gives the investors knowledge about optimal combinations of assets for specific levels of 

risk which results in the highest expected return. 

 

The theory is based on the assumption that investors in general are risk averse. They strive to 

find the highest mean, i.e. expected return, at the lowest standard deviation, i.e. risk (Baker and 

Filbeck 2013). Moreover, bearing in mind the assumption that the returns are normally 

distributed, the risk premium is proportional to the investors relative risk aversion (RRA). RRA 

vary mainly based on the investor’s wealth. However, most financial calculations assume 

constant RRA. 
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Since Markowitz (1952) published his work, a large number of studies have made contributions 

to Modern Portfolio Theory. Other papers have revolved around skewness, i.e. the asymmetry 

of distribution of asset returns, but the mean-variance idea has remained as a “cornerstone” for 

this theory (Kraus and Litzenberger 1976). The main reason for the theoretical relevance and 

accuracy after 70 years is that there is scarce evidence regarding more data leading to a more 

successful portfolio. Moreover, the theory has an intuitive appeal.  

 

Property owners can hold more than one property type in order to diversify their portfolios. 

Therefore, The Modern Portfolio Theory is remarkably interesting in order to gain a deeper 

understanding of the diversification component of the strategic framework supporting 

investments. Furthermore, it is appropriate to investigate if the co-living product can offer 

diversification benefits to the property owners’ current portfolios. How can it add value? How 

does the risk affect the investment decision? 

3.2 Property Asset Allocation Strategy 

A relevant theory for the present study is the theory of Property Asset Allocation Strategy. The 
theory is applicable for both direct and indirect investments in real estate. Furthermore, 
studying different investment styles are of immense importance. Opportunistic investors often 
invest in new concepts and projects that can carry more risk. Since co-living is a new product 
on the market, it is important to understand the structure and reasoning behind the developed 
strategies of stakeholders that choose to invest in this type of modern shared living space. 
 

Investors need to, regardless of the size of the investment, consider several choices before 

developing a strategy (Reddy et al. 2014). Reddy et al. (2014) mention that the Australian fund 

industry has increased a lot over the past 20 years. However, the proportion of the property 

asset class has remained constant. The authors argue that this could be explained by the 

property asset allocation principle. The study revealed and identified important strategies and 

processes adopted by fund managers. More specifically, the demonstrated strategic framework 

was derived from studies of Australian fund managers’ choices during their decision-making 

processes. 

 

The study, which contained 79 survey respondents, showed that the development of strategies 

is not only sequential but also interactive and continuous. Therefore, incorporation of feedback 

is needed from all parties throughout all stages of the process. The process involves a 

combination of both quantitative and qualitative analysis. The quantitative analysis is mainly 

mean-variance analysis and the qualitative process is foremost based on actors’ “gut-feeling” 

and experience. Moreover, the researchers concluded that the process varies based on both the 

size and type of the managed fund. Large funds are for example generally more often able to 

manage both direct and indirect investments. They often establish the strategy through an in-

house team who can run advanced simulation models. Conversely, smaller funds are more 

dependent on qualitative research due to their limited quantity of data. They are also often more 
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dependent on external advisors. Hence, their strategic processes have more of a static 

characteristic (Reddy et al. 2014). 

 

The elaborated framework serves as guidelines in understanding institutional property 

allocation strategy. The important stages of the process are displayed in the following table, 

Table 1: 

 

Table 1- Steps in Property Asset Allocation Strategy 

Market research ➢ Models and simulations are used in order to identify the adequate 

proportion of allocation of each asset class. 

Setting investment goals 
and constraints ➢ The formulation of investment policy statement is made. 

Strategy determination ➢ Asset weights and investment ranges are established. 

Property allocation plan 
➢ Includes selection of sectors, markets and geographical locations. 

The allocation plan will later on serve as underlying material for the 

investment committee meeting. 

Investment committee and 
board approval ➢ Either neglect, revise or approve the elaborated allocation plan. 

Implementation ➢ Implementation of investment plan involves due diligence, 

acquisition and asset manager selection. 

Monitoring and review ➢ Ongoing revision of performance formulates future guidelines. 

Source: Reddy et al. (2014) 

 

These steps are according to Reddy et al. (2014) in line with the steps taken by the Australian 

fund managers when creating strategies. Furthermore, the authors point out that these steps are 

necessary and should be thoroughly considered if property investors want to stay competitive 

in the investment market.   

 

There are said to be three main investment strategy styles adopted in the real estate investment 

industry; core, value-added and opportunistic (Xing et al. 2010). NCREIF and the Townsend 

Group (2011, p. 15) have contributed with the following brief definitions: “Core funds typically 

utilize low leverage and invest domestically in stabilized assets, whereas Opportunistic funds 

typically utilize high leverage, take on more market risk, and may invest domestically and/or 

internationally. Value-Added funds generally fall somewhere between the two”. The different 

investment styles provide investors with a useful approach to categorize investments based on 

return and risk expectations (Anson et al. 2011; Xing et al. 2010). Furthermore, they allow 

investors to assess the overlap among real estate products and to acquire knowledge regarding 

risk levels at any given point of time. Subsequently, determining the risk and return profile 

grants investors the possibility to diversify their portfolios in a better way (Anson et al. 2011).  

 

Additionally, these styles can be implemented when classifying the underlying, individual real 

estate asset during direct real estate investments. First, core properties are the most liquid and 
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developed. Furthermore, they are usually the least leveraged (Anson et al. 2011). A core 

property strategy focuses on properties with stabilized income and good credit tenant leases 

(Mueller 2014). These types of properties are generally a significant component of real estate 

portfolios and consist of office, apartment, retail and industrial buildings. They tend to be held 

long-term in order to fully enjoy the lease and rental cash flows they provide. In fact, a core 

property strategy does not expect the majority of the return to stem from value appreciation 

(Anson et al. 2011). Second, value-added properties tend to involve older or lower quality 

buildings that need repositioning, renovation, redevelopment or expansion, and require the 

investor to take on more risk (Anson et al. 2011; Mueller 2014). Moreover, these properties 

are associated with more risk since the investor might have to assume lease-up risks from 

prevailing vacancy levels (Mueller 2014). Value-added properties consist of hotels, outlet malls 

and hospitals to name a few. Compared to a core property strategy, investors tend to rely more 

on property appreciation to yield the total return and utilize more leverage. Lastly, opportunistic 

properties require extensive development or are turnaround opportunities with a high risk and 

return profile (Anson et al. 2011). In other words, investors seek to achieve an increase in 

property value from making improvements (Mueller 2014). An opportunistic property strategy 

focuses on capital appreciation and opportunistic investors tend to have short investment time 

frames because they plan to sell the property for a profit (Anson et al. 2011; Mueller 2014). 

Since investors diverge substantially on the leverage ratios for the above styles, the expected 

return for each style can vary a lot and depends on market conditions and time period (Xing et 
al. 2010). 

3.3 Expectations Theory 

In order to fully grasp the components of investors’ strategies, it is crucial to explore 
expectations concerning co-living properties. Since this is a relatively new product on the 
Swedish real estate market, investors can only speculate about the future prospects of this 
concept. Expectations have a short-term nature due to the fact that forecasts are based on 
current available information and they affect the investment strategies adopted by investors. 
Studying the expectations of these investors will aid in the pursuit to understand if the behaviors 
on the co-living investment market are rational. 

The theory of rational expectations was first introduced by Muth (1961) and later on evolved 

by Lucas (1972) to be applied and extended to economic theory. The paper has been of great 

contribution to macroeconomic evaluation of economic policy but has also made a great impact 

on both private and corporate decision-making processes. 

A couple of decades ago, future expectations were treated in the same way as the current market 

price levels, regardless of the economy’s development. Later, actors used an adaptive approach 

which meant that future expected outcomes were calculated in proportion to the latest 

expectation errors. In other words, if today’s price levels exceed previous expectations of the 

price level, then the expectations of the future outcome are adjusted in proportion to the latest 

error. You could say that this approach implies that agents repeat their prior errors. However, 

Lucas (1972) believed that actors are more rational and learn from their mistakes. In addition, 

he stated that actors in an economy with frequent sequential trades must forecast prices by 
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speculating in future development rather than looking back on old outcomes. Furthermore, 

actors cannot expect prices to stay unchanged at all future points in time. 

The hypothesis of rational expectations theory states that prevailing levels of price, production 

and employment are influenced by actors’ expectations regarding the forthcoming 

development. The optimal forecasting technique is associated with traditional expectations. All 

available information should serve as determinants and new information should continually be 

added and contribute to the improvement of future forecasts along with rational beliefs and 

decisions regarding the current state of the market. However, the theory does not claim that all 

actors have the same information. Instead, they make the best use of their distinctive 

knowledge. 

A great example of the impact of future expectations on the prevailing price levels is the 

bargaining power during salary negotiations. A negotiated salary is to a considerable degree 

influenced by expectations about future labor demand and inflation rate. The actual inflation 

development is later on determined according to actual salary levels. Correspondingly, the 

stock market is an even more clear example of the pricing effect derived from future 

expectations of dividend and capital gains. Therefore, economic development is, to a great 

extent, affected by future expectations and it is of vital importance to be informed and updated 

of market outlooks during strategic decision-making processes.   

Short-term and long-term expectations are interdependent. Unexpected events and sudden 

uncertain circumstances can disrupt economic sectors. For example, following a terrorist threat, 

environmental disaster or pandemic, industries can experience significant downturns and these 

events can cause imbalance in markets. Stakeholders, such as consumers, change their 

behaviors since their short-term expectations of the market conditions have shifted. It is 

prevalent that in these conditions, some market sectors will experience an increased demand 

for their products or services while most markets will be impacted negatively. The sudden stop 

in demand will require companies to rethink their long-term strategies in order to protect their 

businesses and cultivate adaptability. In other words, they need to adjust their behavior, perhaps 

even product and service offering, based on long-term expectations of the prevailing situation. 

Following this, the short-term expectations of consumers have an impact on the long-term 

expectations of businesses, changing their behavior and preparing them for unexpected shocks 

in the future. Subsequently, these changes influence the short-term expectations of consumers, 

since the offerings might be altered, see Figure 3.  
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Figure 3 - Interdependent market expectations. 

 

Co-living, as a relatively new product on the Swedish housing market, gives rise to speculations 

and different expectations regarding the future development. Currently, the market awareness 

and familiarity with the new housing form is rather limited among stakeholders. Available 

forecasts regarding future demographic outlook, trends, rent levels, vacancy levels in addition 

to the Swedish fiscal and monetary policies to name a few, are crucial aspects that will affect 

the investments on co-living property and the development of the product. 

3.4 Valuation Theory 

The International Valuation Standards Council (IVSC) provides standards for valuation of 
different types of assets. These standards support the process during valuation assignments 
and give guidance regarding the methods, systems, techniques and qualitative judgements 
needed and used to estimate and document value. Relevant elements of Valuation Theory are 
reviewed in this section. The estimation of market value is not relevant in this particular study. 
Nevertheless, it is described in order to compare it to investment value. Comparatively, the 
concept of investment value in regard to co-living as an asset is certainly interesting. This 
assessment is important to investigate in order to understand the reasoning behind the strategic 
investment decisions made by an investor or prospective investor.  

3.4.1 Market Value 

The estimated amount for an asset is the suggested price in an arm’s length market transaction. 

Determining the market value for real estate refers to the most probable and best price, both 

from the seller’s and buyer’s point of view, that can be obtained in the market on the valuation 

date. The concept of market value presumes that the price is negotiated in open and competitive 

market conditions where the seller and buyer are acting freely (International Valuation 

Standards Council 2019).  

3.4.2 Investment Value 

Market value does not reflect and incorporate asset attributes that can be of value to a particular 

owner or purchaser. As opposed to market value, investment value is an estimation of the value 
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or worth of an asset to a specific owner or prospective owner for an individual investment or 

for operational purposes. This estimation does not involve a presumed transaction. Rather, 

investment value reflects the benefits that the investor will receive from holding the asset. It 

incorporates the circumstances and financial objectives of the investor for whom the valuation 

is provided and is frequently used to measure investment performance (International Valuation 

Standards Council 2019). 

3.4.3 Yield 

In valuation, investors need to develop a yield for the specific project that is examined. This 

variable is determined based on the objective of the valuation. On the one hand, if a market 

value for a property is determined, the yield is based on observations of returns implicit in the 

price paid for assets traded in the market. On the other hand, if the objective is to establish the 

investment value to a particular owner based on their own investment criteria, the yield reflects 

the investor’s required rate of return or weighted average cost of capital (International 

Valuation Standards Council 2019). 

 

The determination of the required rate of return for a specific asset is derived based on the 

assessment of risk associated with that asset. Generally, low-risk assets have lower required 

returns and high-risk assets require relatively higher rates of return (International Valuation 

Standards Council 2019). 

3.4.4 Valuation - Income Method 

To examine co-living from a valuation perspective, it is necessary to consider a mixture of long 

and short stay income, with associated rent levels, cost leakage and cap rates for each revenue 

flow. Therefore, the income method is the primary method of valuation. 

 

The Income Method derives a value estimate by converting future amounts of cash flow to a 

single present value. The fundamental basis for this approach is that the expected returns on an 

investment should reflect the perceived level of risk in the investment. The most common 

method is the discounted cash flow model which discounts forecasted cash flow back to the 

valuation date, producing a present value of the asset. In the case of real estate, the DCF method 

will include a terminal value which serves as the value of the asset at the end of the particular 

forecasted period. In fact, investors can use an income capitalization method, where the value 

of an asset is solely estimated based on a terminal value without a projection period. In the 

DCF method, the estimated value is based on the forecasted cash flows and terminal value 

associated with the subject asset, discounted back with a discount or cap rate. This rate reflects 

the time value of money as well as the risks associated with the forecasted cash flows and future 

operations of the asset (Mooya 2016). 

3.5 Flexibility 

The future cash flows generated in co-living property are uncertain. Therefore, the investment 
decision calls for an understanding and incorporation of flexibility into the valuation model. 
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Flexibility can be achieved through multiple different channels. For example, constructing 
spaces that have potential alternative uses and that can easily be adapted to other tenant 
groups is a way to mitigate the risk of an unsuccessful project. These different types of flexibility 
influence the risk and investment value of the property in various ways and are important to 
acknowledge along with the associated costs prior to an investment in co-living real estate. 
  
In a recent paper from Geltner and De Neufville (2018), the authors explained that flexibility 

adds value to a property; including flexibility in the valuation of a property results in a higher 

property value compared to its estimated market value derived with a regular valuation method, 

e.g. discounted cash flow valuation model. In an example, the authors show that the ex-post 

PV of the flexible property, with a stop-gain rule, gets a 25 % higher value than the market 

value from the traditional DCF valuation. The increase in value could, in this case, be derived 

from the flexibility of the resale decision timing. In an earlier paper from Gibson (2002) 

regarding flexibility in corporate real estate portfolios, she raised several important aspects to 

consider which have a substantial impact on the growing demand for flexible real estate 

options. Investors are faced with a rapidly changing business environment where the ability to 

make predictions is becoming more difficult. For this reason, many corporate property 

managers are under pressure to identify new and suitable space or to dispose of excess space 

within impractical time frames. Gibson (2002) underlined the influence that the e-commerce 

market has on the commercial real estate landscape. On the one hand, if the undertaken projects 

and implementations of e-commerce are successful, additional space will be demanded 

promptly. On the other hand, corporate real estate managers are forced to shed or find 

alternative use for the space if the project is deemed a failure. Other trends which pose 

requirements of flexibility in space are new technology, remote working practices and the 

growing number of mergers and acquisitions. 

 

There is a wide spectrum of different types of flexibilities. Geltner and De Neufville (2018) 

described one aspect of the concept as the possibility, but not the obligation, to sell properties 

at different points in time. Other types of flexibilities in property use is the option to renovate 

and make tenant improvements (Gibson 2002) as well as having an optimal mix of tenants 

(Grenadier 1994). These are difficult to fulfill if the property is inflexible. Nevertheless, even 

though investors can unlock value with flexibility, it is important to note that this concept 

should not be included in the calculations of the market value and equilibrium price of a 

property since the estimate will not be reliable. However, the value from flexibility analysis is 

highly applicable for investment value. 

 

Consequently, all types of property related flexibility must outweigh its costs. The option of 

flexibility requires discipline from the investor. First, the investor needs to be adaptable, which 

can involve an early sale or long holding period in order to gain profit from the trigger. The 

concept of flexibility might not be favorable if the option, as an illiquid asset, becomes 

expensive. Hence, the investor might be forced to sell at an inconvenient point in time. Gibson 

(2002, p. 44) stated that “Flexibility is possible, and even desirable, but only in the right 

situation and at the right cost”. Second, renovations and tenant improvements may lead to major 

expenses spent on new furniture and technical customizations. Third, it is crucial for an investor 
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to fully understand and manage flexibility and its different aspects. The goal of flexible real 

estate will remain ambiguous until investors recognize the value from a physical, functional as 

well as financial perspective. In addition, it is important to realize the relationship between 

them. 

 

A simple example of flexibility that does not necessarily create value is the case of allowing 

road users to drive faster. If the road users are permitted to drive at 100 kilometers per hour 

instead of a limit of 60 kilometers per hour, the drivers are given more flexibility. This 

permission would make most of the drivers better off since they will be able to save time. 

However, some of the road users will not be able to drive in a safe manner as they did with the 

lower speed limit, therefore causing more injuries and deaths. For this reasoning, added 

flexibility gives actors the possibility to make things better, but in worst-case scenarios, too 

much flexibility can also make things worse. 

 

Forecasting investors’ value of flexibility could be complicated. The paper of Geltner and De 

Neufville (2018) paid attention to the fact that most of the traditional DCF models ignore the 

value of flexibility but are more concerned with uncertainty. Furthermore, the authors 

encourage investors to make scenario and sensitivity analysis in order to evaluate the concept 

of flexibility and to generate favorable as well as unfavorable returns. 

 

A flexibility analysis is highly relevant for investors. Being able to understand and tactically 

incorporate the value of flexibility will give investors a significant advantage in the market in 

order to discover unexplored profit gaps between investment and market values. Furthermore, 

incorporating flexible and alternative uses for real estate diminishes the need for reconstruction 

and demolition, lowering the impact on the environment. More importantly, flexibility is 

crucial during the prevailing market conditions. Unexpected events that cause downturns of 

these magnitudes demonstrate the importance for investors to incorporate flexibility to readjust 

the property to profitable conversions. In the case of co-living properties, we can assume 

investors to be more eager to invest in real estate where there is an option to redesign the 

building for alternative uses. This aspect is important since it is a new concept and investors 

are currently faced with uncertain market conditions. Moreover, investors need to be flexible 

since the cash flow generated by co-living real estate is uncertain.  

3.6 Theory of Agency 

A private owner of an asset has a strong incentive to manage it properly, since the owner will 
bear the burden of a decline in the asset’s value. However, when this ownership is not clearly 
defined and enforced, this incentive diminishes. In the case of co-living apartments, there is a 
risk that tenants do not keep the common areas as neat as their private rooms. This is due to 
the fact that the landlord could have difficulties identifying and proving the cause of the 
negligence or damage in shared flats with multiple tenants. This creates a principal-agent 
problem. Therefore, the Theory of Agency is regarded as quite relevant for this particular 
study. 
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The principal-agent interaction is one of the most common relationship models to be examined. 

This type of relationship arises between two parties when an individual, the agent, makes a 

decision on behalf of or as a representative for another individual, the principal. However, the 

interests of the two parties are not aligned and there are asymmetric information and transaction 

costs involved. Most contractual arrangements, as between an employer and an employee, 

contain elements of agency. Problems of moral hazard, where an individual takes advantage of 

a less-informed individual through unobserved action, are affected by the organizing problem 

of agency (Ross 1973). A self-interested agent might behave in a way that was not agreed upon 

when the parties entered into the agreement. Subsequently, the principal has two options: to 

discover the agent’s actions by measuring behavior or to create incentives in the contract. The 

latter provides inducements such that the agent’s preferences are aligned with those of the 

principal in addition to transferring risk to the agent. However, the risk borne by the parties are 

not only dependent on the agent’s actions; the state of nature may cause variations in outcomes. 

The choice between the two alternatives is based on the trade-off between the cost of measuring 

behavior and cost of transferring risk (Demski and Feltham 1978).  

 

A landlord, the principal, has difficulties observing the behavior of the tenant, the agent, in a 

leased apartment. Since the tenant is not the owner of the flat, the individual does not have the 

same incentives to manage it properly. When it is not possible to observe the actions of the 

agent, an incentive compatible contract is created to diminish the risk of opportunistic behavior 

by the agent. In the case of the relationship between a landlord and its tenants, the landlord can 

require a security deposit from the tenants to ensure that they will not damage the flat. Having 

an agent post a bond such as a security deposit presents a few dilemmas, one being the fact that 

the tenant might not have enough wealth to post it (Perloff 2018). 

3.7 Choice and Preference 

The demand behavior of consumers is important to study since the demand for co-living 
housing will directly affect the expected return on the investment. Is there an actual long-term 
demand for this type of product or is it a temporary effect due to the introduction of a new 
concept? Will co-living become a preferred option among housing alternatives, or will it rather 
be chosen since there are no other options as a result of the acute housing shortage? This 
chapter explores the stated and revealed preferences of consumers and it will guide the 
research regarding choices made by tenants. 

3.7.1 Consumption Choice 

In order for individuals to form utilities or values for different products, it requires knowledge 

regarding solutions for their problems or options for fulfillment of their needs. While 

consumers compare and learn about available sets of alternatives and product attributes, along 

with associated uncertainties, they construct beliefs about these products. Based on the 

obtained information coupled with these beliefs, the individual develops a decision strategy or 

utility function for valuing and analyzing trade-offs for different product attributes. Once 

beliefs regarding the attributes of the sets of alternatives have been constructed, preferences for 
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products are established. The individual then makes consumption choices based on budget, 

other constraints and considerations (Hensher et al. 1999). 

3.7.2 Stated Preference 

The stated preference theory attempts to demonstrate an individual’s preferences through their 

behavioral choices in hypothetical markets. An individual’s responses regarding their 

willingness to pay (WTP) for different products and product attributes can be assessed to 

determine the respondent’s preferences and perceived value for the product in question 

(McConnell and Walls 2005). Stated preference and choice models are based on the assumption 

that the observed choice made by an individual consistently reflects the combined influence of 

preferences, prevailing market conditions and availability. Therefore, it is problematic to 

illustrate utilities and preferences based on observed choices. For this reason, stated preference 

and choice models are established on individual’s expressed preferences and choices 

(Timmermans et al. 1994). 

3.7.3 Revealed Preference 

Revealed preference theory, introduced by economist Samuelson (1948), demonstrates a 

structural way to investigate consumers’ demand behavior. The theory is based on the primary 

assumption that an individual’s observed choices present information regarding her underlying 

preferences. Its fundamental principle is the relation between two consumption bundles, X and 

Y. If a consumer is observed to have chosen bundle X, even though the bundle Y was less 

expensive, she then has revealed that she prefers bundle X over Y. In other words, X is revealed 

to be the preferred and superior option over Y. Following this, choices made by individuals 

show their underlying preferences (Samuelson 1948). In other words, revealed models are built 

upon observed choices made by consumers on real markets and they rely on the premise that 

an individual’s preferences can only be derived from such observational choice data. Moreover, 

this data is reviewed in terms of utility-maximizing behavior in order to derive the individual’s 

utility function (Timmermans et al. 1994). 

3.8 Individualism 

Why would a tenant choose to live together with strangers rather than by themselves? The idea 
of individualism explains to what extent culture affects housing decisions. The theory is deemed 
relevant when studying tenant perspectives and individuals’ attitude towards co-living as an 
accommodation alternative. The idea of individualism will provide guidance to understand the 
potential demand and willingness to try this modern form of housing. These components are 
important to consider and investigate before making a decision to invest in co-living and while 
developing an investment strategy.  
 

Human societies are built upon and shaped around the concept of culture. Culture can be 

broadly defined as the human-made part of the environment (Herskovits 1955). It is divided 

into two components; material and subjective culture. The former consists of tangible elements 

such as clothes, tools and food. The latter is a society’s perception and understanding of its 
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social environment and includes elements such as norms, values, attitudes and beliefs (Triandis 

1972). Furthermore, it includes unstated assumptions, shared ideas and social standards for 

judging situations and occurrences. The idea of subjective culture impacts the way members of 

society perceive different behaviors and the construction of right and wrong (Triandis and 

Gelfand 2012). It shapes how people choose to live. 

 

The ideas of individualism and collectivism in psychology was arguably first reflected in the 

project Analysis of Subjective Culture (Triandis 1972). An individualist culture gives priority 

to personal freedom and success. Accordingly, significant discoveries, innovation and other 

personal efforts and accomplishments lead to a gain in social status (Gorodnichenko and 

Roland 2011). Societies with abundant resources tends to be more individualistic (Van Lange 

et al. 2012). Since individualists aspire to achieve their own goals and pursue their own 

interests, individualism does not internalize the collective concern (Van Lange et al. 2012). An 

individual is expected to look after herself and her close family; other connections are not as 

important (Hofstede 1980). Comparatively, collectivism emphasizes collective actions that 

internalize group interests. Hence, communities that are relatively secluded, requiring people 

to work together in order to make a living, tend to be more collectivistic (Van Lange et al. 
2012). People are integrated into distinct in-groups, that care for them in exchange for 

undoubted loyalty (Hofstede 1980). As a result, collectivism can cultivate conformity and 

discourage people from standing out (Gorodnichenko and Roland 2011).  

 

When culture is studied, individualism and collectivism are two extremities of the concept. 

However, when individuals and personality types are the unit of analysis, these two theories 

can be unrelated. Therefore, Triandis (1972) used different terminologies: “allocentrics” 

corresponding to collectivism and “idiocentrics” corresponding to individualism. There are 

collectivist and individualist tendencies in all individuals, and the inclination depends on the 

situation and circumstances. Furthermore, there are allocentrics and idiocentrics in all cultures. 

It is important that the culture and personality type matches for an individual to truly feel at 

home in a city or country. Allocentrics thrive in collectivist cultures and idiocentrics thrive in 

individualist cultures. For this reason, allocentrics find themselves joining communes and 

unions in individualist cultures since they feel that they do not have enough relationships. 

Idiocentrics on the other hand experience a type of oppression by the requirements imposed by 

in-groups in collectivist cultures. Thus, they tend to leave such cultures when the opportunity 

presents itself (Triandis and Gelfand 2012).  

 

As previously stated, the notion of subjective culture shapes the way individuals in societies 

choose to live. Following this reasoning, a culture characterized by individualism would 

presumably consist of many single households living alone in smaller apartments. Swedes 

typically understand themselves as being individualistic (Heinö 2009). Therefore, it is 

questioned if there is a strong demand for co-living in Sweden and if the concept will succeed 

on the Swedish housing market.  
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3.9 Sustainability 

Imperative aspects to examine during any type of investment are the environmental, human 
and economic impacts of that particular investment. Sustainability is a complex, but highly 
important concept to consider since natural resources are finite and should be used 
conservatively based on long-term priorities. Sustainability is becoming a vital part of today’s 
world and in order for companies to be perceived as responsible, they need to take it into 
account. The real estate industry plays an important role in creating a sustainable future and 
the stakeholders need to act accordingly.  
 
International documents address a combination of environmental, economic, social, including 

institutional aspects, of sustainability (World Commission on Environment and Development 

1987). Recently, an international model which is commonly referred to as the “three pillars 

model” has been developed. It focuses on three sustainable dimensions: an economic, an 

environmental and a social perspective which together create the foundation and the three 

pillars for sustainability, see Figure 4. The model is based on the fact that human needs cannot 

be sufficiently met if one of the pillars overrules the others. All of them must be equally 

prioritized in order for a society to stay sustainable. Yet, Littig and Griessler (2005) point out 

that the real world does not consider these pillars equally, especially not in political contexts. 

For example, economic sustainability is proven to get more attention compared to the other 

two dimensions. The authors also argue that the most common “win-win” constellations in 

societies often come from environmental and economic gains; fewer involve social aspects. 

The Brundtland report (World Commission on Environment and Development 1987) comment 

on these statements and declares that the practice of sustainable development is not an easy 

process. “Painful choices have to be made. Thus, in the final analysis, sustainable development 

must rest on political will” (World Commission on Environment and Development 1987, p. 

383). 

 

Figure 4 - Three pillars model. 

 

Similarly, additional studies argue that the process of handling these pillars equally is not as 

easy as it may sound (United Nations 1992; Omann and Spangenberg 2002). In particular, one 

question arises: What is meant by equal prioritization? The interpretation of the word “equal” 

appears to differ. Moreover, disagreement exists regarding the key objectives of the three 
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pillars. Environmental followed by economic objectives evidently do not seem to cause a lot 

of disputes. However, according to Omann and Spangenberg (2002), the key objectives of 

social sustainability varies among different stakeholders which suggests that they are not firmly 

established. 

 

As previously mentioned, the model highlights the importance of the distinct relationship 

between the three dimensions. Still, it is just as important to understand and examine these 

pillars individually and develop strategies accordingly. During the UN Conference on 

Environment and Development in 1992, several goals were formulated in Agenda 21 for the 

21st century with the aim to promote sustainable development (United Nations 1992). The 

action plan emphasizes the responsibility that needs to be taken by all national states and 

authorities respectively. Likewise, the plan acknowledges the impact of individuals and 

underlines the importance to take these actions into consideration as well to support global 

sustainability.  

 

The Brundtland report (World Commission on Environment and Development 1987) expresses 

that sustainable development is not a fixed state of harmony, but a continuous process of 

change. Apart from decision-making regarding exploitation of resources, orientation of 

technological development and institutional change, the allocation of investments are crucial 

for sustainable development and are based on current as well as future needs. Sustainability, 

including the “three pillar model”, is an important element to recognize while studying co-

living as an investment asset in order to understand what the direct investment strategies will 

generate in regard to sustainable development. Moreover, the concept is of interest in regard to 

the sustainable choices made by consumers in society. 

3.10 Summary 

This theoretical framework gives insight into the strategic investments process of real estate 

investors and yields the foundation of the paper. These theories guide the research and support 

the understanding and interpretation of the findings and results derived from the focus case 

study as well as the semi-structured interviews. The illustrated theories are relevant to explain 

the views and behaviors of different stakeholders. Moreover, the theoretical framework covers 

three essential sustainable dimensions; the economic, environmental and social pillars, as 

described in Section 3.9. These are important to investigate in regard to the new tenure form 

co-living. See Table 2 for an overview of relevant dimensions and stakeholders for each theory.  
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Table 2 - Summary of Theoretical Framework. 

Theories / Sustainable 
Dimensions Economic Environmental Social Stakeholders 

Modern Portfolio Theory X   Investors 

Strategic Investment 

Decision Theory 
X   Investors 

Expectations Theory X   Investors, Tenants 

Valuation Theory X   Investors 

Flexibility X X  Investors 

Agency Theory X  X Investors, Tenants 

Choice and Preference X X X Tenants 

Individualism   X Tenants 
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4. Methods 

In this section, we will present which qualitative methods are used in order to answer the 
particular research questions. A case study, including interviews of semi-structured format and 
document analysis, is conducted. Moreover, several additional semi-structured interviews are 
held in order to uncover interesting material. The usage of different types of methods helps us 
to validate the work. Furthermore, it contributes to a deeper understanding of the Swedish co-
living investment market. We explain why these methods are suitable for our specific topic as 
well as how the research process is conducted with regards to eventual biases that could harm 
the validity and reliability of the study.  

4.1 Qualitative Methodology 

It is of great importance to understand the nature of the study in order to form the strategy and 

design the research methods (Saunders et al. 2016). A deductive approach is adopted, i.e. the 

examined theories are used to generate propositions and research questions that are then 

investigated (Bryman 2004; Yin 2011). Correspondingly, the research design is constructed 

based on this approach. 

 

This study explores investors’ perspective on co-living real estate; the perceived advantages 

and drawbacks of this particular investment asset. The purpose of the study is to start filling 

the gap of research and to provide valuable knowledge regarding the preferences, decision-

making processes and portfolio selections of investors when evaluating and investing in co-

living developments. Moreover, vital core investment characteristics and factors are identified 

to create structure regarding investments in this ambiguous product. Given that this new field 

of research is only now unfolding, qualitative methodology is adopted in order to uncover 

interesting material (Levy et al. 2011; Mintzberg 1979; Yin 2011). According to Mintzberg 

(1979), qualitative research emphasizes the qualities of the investigated entities and produces 

important results that perhaps cannot be explored experimentally nor measured quantitatively. 

 

At present, co-living real estate is not a dominant living alternative on the Swedish housing 

market and it can be assumed that there has not been a sufficient amount of transactions of co-

living properties on the Swedish market. Therefore, quantitative methodology is rejected for 

this particular study. Instead, qualitative research is adopted to collect, incorporate and present 

field-based data and observations from a range of sources in order to triangulate the data in 

addition to conveying complex information effortlessly (Yin 2011). This flexible method is 

chosen since the study explores the prevailing residential property market in Sweden and the 

complex reality of investment decision making in regard to new asset types. Moreover, it 

investigates stakeholders’ current attitude towards co-living real estate in order to collect 

different perspectives, experiences and insights regarding this emerging concept (Yin 2011).  

 

A description of the mixed-method approach is given in addition to a general interview guide 

that has been adopted, see Appendix B, in order to increase the reliability of the study. The 
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reliability of research is based on the ability to repeat the operations of the study and obtain the 

same results. The goal is to minimize the potential errors and biases (Yin 2014). 

4.2 Focus Case Study 

4.2.1 Case Study 

A case study is a comprehensive investigation of a subject matter in a real-life setting, using 

multiple sources of evidence. The case that is studied is an individual unit for which data has 

been gathered, and the phenomena that constitute the case can be a variety of things; e.g. an 

event, a person, an organization or a market. The unit of analysis is chosen based on its ability 

to illuminate and illustrate the particular research questions. A mixed method approach is 

frequently used in order to better understand the prevailing dynamics. Using this approach can 

allow the study to address more complex research questions and phenomena as well as 

including a richer and stronger array of evidence. Using multiple sources of information and 

data increases the accuracy of the findings and conclusions and presents a more convincing 

study. The data is collected mostly through interviews, observations and document analysis 

(Yin 2014). 

 

The research method is used when the chosen research topic requires an extensive and in-depth 

description of a present circumstance or contemporary set of events. Furthermore, case studies 

seek to explain the reason behind the occurrences of the phenomena. In economics, the method 

is often used to investigate the structure or maturation of a specific industry or the economy as 

a whole in a city or a region (Yin 2014). The case study is started by choosing a subject matter 

that will yield information that can best address the study’s purpose. Thereafter, the researchers 

aim to investigate the interplay between the subject and its context. The latter is a focal point 

in the research method, and it is important to understand, and it demands an interpretive 

approach (Saunders et al. 2016). The case study culminates in a report that is richly descriptive 

and holistic, concluding with interpretation and analysis of the observed phenomena. Case 

studies add information and construct knowledge regarding how people interpret and give 

meaning to their experiences. Moreover, they capture direct observations of a phenomenon and 

turn these into usable data (Merriam 2010). 

 

Schramm (1971, p. 6) defined in his working paper the aim of a case study: “it tries to illuminate 

a decision or a set of decisions: why they were taken, how they were implemented, and with 

what result”. Since the present study attempts to investigate the decision-making processes of 

investors on the co-living real estate market, this research method seems remarkably suitable. 

An in-depth examination is designed to identify the current state of the Swedish real estate 

market in general and the co-living market in particular, but most importantly, it provides the 

researcher with a greater understanding of the reasons, effects and implications of the 

prevailing conditions (Saunders et al. 2016). Furthermore, case studies are favorable to conduct 

when the studied phenomenon and its context is more or less ambiguous (Yin 2014). Therefore, 

since the definition of the concept “co-living” seems to be an umbrella term for different types 

of modern shared living spaces and the interpretation can vary considerably between 
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stakeholders, this research method is suitable. An in-depth study of the concept contributes to 

very rich and descriptive knowledge in this field of research. Moreover, case studies are often 

suitable for explanatory or exploratory research, which makes it an appropriate research 

method in this particular study (Saunders et al. 2016). The case study is conducted in order to 

gain a deeper knowledge of the prevailing attitudes, perspectives and conditions on the co-

living market in Sweden. Furthermore, it seeks to understand the dynamics and nature of 

investments in co-living projects. 

 

A case study can be organized around a single case or multiple cases. Investigating multiple 

cases is regarded as yielding more robustness to the conclusions of a study (Yin 2014). 

However, due to time and resource limitations, a single case study is conducted. Moreover, the 

precautionary measures needed during the prevailing situation forces the authors to restrain 

from conducting site visits at co-living projects. Therefore, the case study is based on semi-

structured interviews and document analysis.  

4.2.2 Document Analysis 

Document analysis can be used in research in order to gain understanding, develop empirical 

knowledge and discover insights relevant to the research problem and it often acts as a 

complement to other qualitative research methods. In fact, the information derived from 

documents can be important and valuable additions to a knowledge base. Furthermore, it can 

give guidance to the researcher regarding which additional questions should be examined. The 

investigated documents can be in both printed and/or electronic format. Researchers may 

evaluate advertisements, manuals, background papers, brochures, press releases, 

organizational or institutional reports and various public records as part of their studies. The 

iterative process for analyzing documents requires the researcher to find, select, examine and 

interpret the documents to yield useful data and information (Bowen 2009). Thereafter, the data 

is arranged into major themes, categories and case examples (Labuschagne 2003). Document 

analysis is used in combination with other qualitative research methods in studies of the same 

phenomenon as a means of triangulation (Denzin 1970). In this particular study, document 

analysis is used in order to gain detailed information regarding the investigated co-living 

project as well as the related stakeholders. 

4.3 Semi-structured Interviews 

Interviews are used to understand how people interpret different situations and issues. 

Compared to questionnaires, conducting an interview is more effective at gaining in-depth and 

descriptive knowledge regarding the participant’s views and constructs on a particular matter 

(Kvale 2007). Part of the great value of interviewing different stakeholders is that it builds a 

holistic snapshot and generates detailed information of viewpoints. The research instrument is 

anticipated to broaden the scope of understanding the studied phenomena, since an interview 

is commonly interactive and a less structured collection tool (Alshenqeeti 2014). 

 

In order to obtain comprehensive and detailed information, semi-structured interviews are 

conducted. This research method is a more flexible and non-standardized version of a 
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structured interview and allows the interviewer to expand the interviewee’s answers. It is 

important to keep the interviews within the scope and aim of the research report. Hence, the 

interviews are centered around set themes, topics and key questions. However, the chosen 

questions are adapted to the stakeholder, context of the interview as well as the flow of the 

conversation. Therefore, the questions vary between interviews. Moreover, follow-up 

questions are provided in order to cover various preferences and perspectives as well as probe 

more deeply into the subject matter (Alshenqeeti 2014). As a matter of fact, qualitative 

interviews are recognized for their openness; there are no established procedures or rules for 

conducting a research interview (Kvale 2007). In exploratory studies, this research method is 

valuable since it gives essential background and contextual information to the research 

(Saunders et al. 2016). 

 

According to Kvale (2007), there are seven stages of an interview investigation. The steps are 

outlined in the below table (Table 3), from the original idea to the final report. The sequence 

has laid the foundation for the interview process as well as assisted in the retention of the initial 

vision and engagement throughout the inquiry. 

 

Table 3 - Seven stages of an interview investigation. 

Stage Step Explanation 

1 Thematizing The conception of the theme and purpose of the investigation is formulated. 

2 Designing The design of the study is planned in regard to obtaining the appropriate and 

intended knowledge as well as considering the moral implications of the study. 

3 Interviewing Interviews are conducted based on an interview guide with a reflective and 

contingent approach. 

4 Transcribing The interviews are transcribed to a written text as preparation for analysis. 

5 Analyzing Depending on the topic and the aim of the study, different modes of analysis can 

be adopted. 

6 Verifying The validity, reliability and generalizability of the interview findings are 

determined. 

7 Reporting The methods and findings are communicated in a readable manner, following 

scientific criteria and with ethical considerations in mind. 

Source: Kvale (2007) 

 

The selection of interviewees is made based on conscious choices of stakeholders from 

different parts of the field in order to cover all important angles and perspectives of the Swedish 

housing market in terms of investment opportunities. Furthermore, a snowballing technique is 

used after each interview; the participant has the chance to refer the interviewer to other 

promising interviewees. This enables the researcher to find and contact participants who are 

hidden and to gain access to a larger population. However, conducting interviews along a line 

of contacts may be subject to bias since they may give similar information (Streeton et al. 
2004). The interview guide, see Appendix B, is based on open-ended questions, with the 
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ambition to generate an interactive environment in addition to interesting and well-developed 

answers. 

4.4 Triangulation  

The chosen mixed-methods approach, i.e. to base the study on a case study, interviews and 

document analysis, is a way to triangulate the data. Triangulation can be used to establish and 

strengthen the validity of case studies (Saunders et al. 2016; Silver 2009; Yin 2011). Validity 

indicates the degree to which the research findings represents the investigated phenomenon 

(Yin 2014). The validity of a study and its findings depends on the collection and interpretation 

of the data; it is required that it is done in a proper way. Moreover, the conclusions need to be 

an accurate representation of the real world (Yin 2011). The technique requires the use of 

multiple sources of data and different methods of collecting the field material in order to 

confirm the validity and credibility of the research data, analysis and interpretation. The 

intention of the approach is to ensure that the data information is aligned with the researcher’s 

interpretation by using several independent sources (Saunders et al. 2016). Furthermore, the 

mix of the methods and the use of various sources of information gives a deeper insight into 

the reality of co-living investments in addition to reducing impact of potential biases (Bowen 

2009; Flick 2007). 

 

In research, the principle of triangulation comprises seeking three ways to verify or corroborate 

a particular description or fact reported in a study. Triangulation can be applied both during the 

data collection phase as well as throughout a study. During data collection, the optimal 

approach is to find and seek confirmation from three different kinds of sources in order to 

triangulate the data. Furthermore, triangulation can be achieved during the study by confirming 

the interview findings with the participant at a later point in time to make sure that the 

participant’s view is correctly represented. However, the need for triangulation is reduced if 

the interview is recorded. Additionally, approaching and interviewing at least three different 

people regarding the same topic is a source of corroboration. It should be noted that in this 

instance, the researcher has to be aware of the possibility of interdependence of the chosen 

participants. Similar considerations need to be made if three reports are inspected, since they 

can rely on the same initial source (Yin 2011). 
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5. Empirical Findings  

5.1 Focus Case Study 

This Focus Case Study presents an example of a co-living project in Stockholm, Sweden. The 
study focuses on a particular case where the authors have made an exhaustive investigation of 
a project initiated by Wallenstam. The aim of this exploration is to provide a general analysis 
of a co-living investment as well as make the co-living concept easier to grasp. Furthermore, 
the study gives an in-depth coverage from different perspectives; from an investor’s and an 
operator’s point of view. In the investor case, two project managers and a senior executive 
with responsibility for the financial affairs were interviewed at Wallenstam. In the case of the 
operator, the project manager at COLIVE was interviewed. Thus, the thesis provides a holistic 
overview of the phenomenon and the related stakeholders.  

5.1.1 Document Analysis 

In this Focus Case Study, a project initiated by Wallenstam has been investigated. Wallenstam 

was founded in 1944 in Gothenburg, and now has around 250 employees. The company is a 

Swedish real estate company that builds, develops and manages properties, mainly in 

Stockholm and Gothenburg. Currently, the company has several ongoing projects, developing 

both rental and tenant-owned apartments. The company has approximately 9 500 apartments 

in attractive locations mainly in Stockholm and Gothenburg. They have a current real estate 

value of 54 billion SEK (Wallenstam 2020). 

 

The particular project that has been chosen for this study is called “Parkstråket”. Parkstråket 

will serve as an example of a typical co-living project. The project will shed light upon different 

obstacles that have been faced along with valuable insights. Parkstråket consists of rental 

apartments located in Handen in Haninge Municipality, which is part of the Stockholm urban 

area. The project is located in a close proximity to service locations, public transport as well as 

green areas. From Stockholm central, the area can be reached within 25 minutes. Moreover, 

the well-known lake Rudan is situated close by along with the beautiful archipelago 20 minutes 

away by car, see map (Image 2) below (COLIVE 2020). 
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Image 2 - Map over Handen, Haninge, 2020 

 

 

In total, Wallenstam is planning to build 285 apartments in the project Parkstråket. Out of these, 

17 units will comprise of large shared apartments. Moreover, prospective tenants will have 

access to more amenities than what would be expected in conventional rental apartments. 

Examples of these are weekly cleaning service, Wi-Fi-access and semi-furnished private room 

and fully furnished common areas as well as fully equipped kitchens (COLIVE 2020). 

 

The co-living apartments will be fully rented out to one of Sweden’s biggest co-living 

operators, COLIVE, who in turn will sublease the units. The project is forecasted to be 

completed at the end of year 2020. Nevertheless, the application and selection process for 

tenants for the co-living facilities in Parkstråket has already commenced and is done by the 

operator. However, the rent has not yet been established publicly. The tenant cost1 is composed 

of two parts; the regular monthly rent in addition to a rent component for additional services 

included in the lease, such as Wi-Fi, cleaning and furniture in common areas to name a few. 

The additional fees are not deductible. The rents vary between 7 500-11 000 SEK/month in the 

co-living projects U25 and COLIVE LAB, with an average living space of 25-30 sq.m. per 

tenant (COLIVE 2020). 

 

 
1 The operator COLIVE uses the term “monthly cost” for the charge posed on their tenants, since it is 

composed of a regular rent as well as a service fee. However, the term “rent” will be used throughout 

this report in the case of both rents for conventional rental apartments and co-living units. Note that a 

distinction will be made regarding which type of rent is referred to.  
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In February 2020, it was revealed that Wallenstam bought a 25% ownership in the company 

COLIVE (Fastighetsvärlden 2020a). COLIVE was founded in 2018 and has experienced a 

rapid growth. Currently, the co-living operator has around 10 projects in planning and 

construction phases. These projects have been actualized by recent successful investment 

rounds. Some examples of investors are Boverket, the real estate company PAKTA as well as 

business angels within the industry such as Lars Rydén, Göran Garberg and Kurt Håkansson 

(Fastighetsvärlden 2019). Following this, COLIVE has a venturous goal to operate 7 000 co-

living apartments in Sweden by 2025. Hans Wallenstam, the chief executive officer of 

Wallenstam, declared that with the investment, the company can aid COLIVE in their 

expansion and enable more large-scale projects. One of the co-founders of COLIVE, Katarina 

Liljestam Beyer, stated that the company is ready to take the next step in their ambitious growth 

plan and product innovations (Fastighetsvärlden 2020a). 

5.1.2 Semi-structured Interviews 

Only days after the press release regarding the investment in the co-living operator COLIVE, 

an interview was conducted with two project managers at Wallenstam. The interviewees, 

Urban Wihlborg and Marcus Anneroth, were both involved in the project Parkstråket. They 

showed great interest in the growing co-living trend.  

 

Wihlborg and Anneroth explained that Parkstråket did not include co-living apartments in the 

initial phases of the project. As a matter of fact, larger regular rental apartments were planned 

in the properties, see Image 3 for location. However, it was soon realized that the company 

would be faced with difficulties finding tenants for these units due to their size and subsequent 

rent levels. Anneroth pointed out that these aspects lead to an increase in the rate at which 

households move. Consequently, the increased tenant turnover raises costs for the property 

owner. The interest for co-living apartments awakened following a presentation held by 

COLIVE regarding their product during a seminar. The Swedish operator was asked to provide 

a proposal for a new layout for the large apartments in Parkstråket to solve their initial dilemma. 

Wihlborg explained that the task seemed rather difficult to solve. However, surprisingly, 

COLIVE presented a great solution to the problem.  
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Image 3 - Site plan over the project Parkstråket, 2020 

 

 

In an interview conducted with Malin Sandström, project manager at COLIVE, she explained 

that the typical shared apartment is intended for six to twelve tenants, see construction plan for 

a flat designed for six individuals in Appendix D. Initially, the company aims to minimize the 

gross floor area to approximately 21-22 sq.m./tenant, including both a private bedroom, shared 

kitchen and living room. Generally, the contracted area comprises equal parts of private and 

common space. The monthly cost tenants can expect is approximately 6 500 SEK. However, it 

can vary between projects. This rent consists of a regular rent based on the contracted gross 

floor area, which encompasses the rent that COLIVE pays to the property owner, as well as a 

mandatory service fee. This fee posed on tenants includes services such as cleaning, Wi-Fi, 

electricity, furniture in the common areas and community services. Furthermore, it covers the 

vacancy risk faced by the company. COLIVE aspires to provide their tenants with the same 

rights as they would receive in regular rental contracts, including protected tenancy. In the 

selection process, a prospective tenant needs to demonstrate proof of income that is equivalent 

to the rent. Moreover, the operator requires a security deposit in line with the tenant’s income.  

 

The Parkstråket project consists of apartments between 120-140 sq.m., intended for 4-6 

individuals, see Image 4 for an illustration of the project. Other than a private room, tenants 

will share a kitchen and living room, and the apartments will contain 2-3 bathrooms. In each 

apartment, one of the bathrooms and one of the bedrooms needs to meet requirements of 

accessibility, which means that the rooms are easily accessible by renters with disabilities. 

Wihlborg and Anneroth argued that the legal requirements for the co-living product are unclear 

and need further investigation. The product is not defined in the Swedish legislation, which 

leads to uncertainties for property owners in terms of interpreting and implementing legal 

requirements. Sandström agreed and stated that the design phase in the initial projects can be 
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prolonged which can become costly. For instance, fire safety requirements have been hard to 

incorporate into the particular co-living project, according to Wihlborg. However, he believed 

that the generated knowledge can create guidelines for future projects and co-living initiatives. 

Sandström hoped for an increased awareness of the new housing form among decision-makers. 

This in turn can bring about change in regulations in order to achieve optimal construction 

plans for the concept. 

 

Image 4 - Illustration of the project Parkstråket, 2020 

 

 

The chief financial officer at Wallenstam, Susann Linde, was interviewed to obtain further 

investment related information regarding the recent partial ownership in the co-living operator 

COLIVE as well as the Parkstråket-initiative. First, Linde declared that both investments are 

based on high expectations and confidence in the success of the co-living product. Second, she 

argued that there is a demand for co-living and the product presents a great alternative to the 

housing market. Wallenstam intends to explore different solutions and offer cheaper and more 

flexible products to individuals who are struggling to enter the Swedish residential market. 

Therefore, Linde perceived the co-living solution to be a great addition to their real estate 

portfolio. In addition to the importance of taking responsibility for social and environmental 

elements, Wallenstam can receive additional opportunities to acquire land from municipalities 

as they offer affordable and sustainable forms of housing, Anneroth added. Correspondingly, 

the created opportunities for real estate projects results in new potential revenue streams. 

 

Wihlborg said that the co-living product and trend addresses some of the prevailing issues in 

society. Many young adults struggle to find accommodation. Therefore, this product could 

provide a solution to a demographic group that has no other alternatives than living with their 

parents or paying the excessive rents of second-hand rentals. Moreover, the product can 

increase the mobility of the Swedish housing market. In addition, increase in environmental 

awareness along with the trend of sharing are further aspects that pair well with the co-living 

product.  
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The concept of co-living is established in several other European countries and is now gaining 

traction in Sweden. Sandström stated that the COLIVE-concept is inspired primarily by co-

living products established in Germany, France and the UK, but adjusted to Swedish 

regulations and demand. The concept is aimed towards young adults, between the ages of 20-

35, who have graduated but not yet started a family. Sandström believed that this demographic 

group values flexibility. COLIVE has a community, a membership database, where prospective 

tenants can apply to live in COLIVE apartments. Currently, this database consists of 4 000 

members. Wihlborg and Anneroth discussed the various reasons for individuals to choose co-

living over second-hand rentals. Wihlborg considered the relatively low rents as being one of 

the major incentives. On the other hand, the lack of alternatives on the Swedish housing market 

is the main catalyst, Anneroth stated. Accordingly, alternative housing forms will emerge to 

address the current situation. Anneroth claimed that the co-living product adds something new 

to the housing market; the solution promotes social interactions and builds community as well 

as allows exchange students and international workers to relocate effortlessly. 

 

The project Parkstråket is aimed towards young adults. However, Wihlborg and Anneroth were 

convinced that the co-living concept could fit other demographic groups as well. For instance, 

the solution could provide an attractive housing option for seniors. Yet, both of the interviewees 

agreed on the fact that the co-living product does not suit everyone. First, the housing form is 

viewed as a short-term solution since it is not convenient for someone with a partner. Second, 

the tenants need to be comfortable with a social atmosphere and willing to share with others. 

Wihlborg and Anneroth pointed out the importance of a good and exhaustive selection process 

of tenants for the shared living spaces, in order to avoid conflicts. Since the solution might 

attract individuals who simply apply due to lack of alternatives, the interview process is crucial 

to review the potential tenant suitability. Sandström explained that COLIVE offers a software, 

a “COLIVE community”, that enables matching of tenants in order to achieve the best living 

experience for them. The aim of this innovative tool is to create harmonious co-living 

communities and minimize conflicts among tenants. Moreover, the digital platform collects 

information regarding tenants’ living experiences in the interest of adjusting and improving the 

concept.  

 

As previously mentioned, Wallenstam has chosen to outsource the co-living facility 

management to the operator COLIVE. This is mainly because of the lack of sufficient 

knowledge regarding the product as well as integrated exhaustive tenant selection processes 

and queue systems. A new, in-house queue system could pose problems and give rise to 

criticism from Wallenstam’s current clients. According to Linde, it is reasonable to outsource 

this type of facility management to a co-living operator, with the adequate knowledge and 

experience, to further develop the concept. Outsourcing results in a lower margin for the 

investment. However, Linde argued that the option of in-house facility management, with the 

required knowledge and software development, would be less profitable. Furthermore, using 

an operator is one way to mitigate the risk of vacancy to some extent. Sandström explained that 

the co-living model requires more frequent communication between the operator and the 

tenants. COLIVE will be responsible for the whole leasing operation in the project Parkstråket; 

for example, the operator will attend to the needs of the renters, aid during moving processes 
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and support in the case of conflicts. However, Wallenstam will manage the building as a whole, 

being responsible for elements such as maintenance of the property. 

 

Wallenstam will have a contracted lease term of 10 years with COLIVE, Linde stated. In turn, 

COLIVE will sublet units in the co-living apartments to residents. According to Linde, 

COLIVE’s rents are in line with similar products on the market. As previously mentioned, the 

contracted private space generally amounts to around 10 sq.m. However, Sandström expected 

the monthly rents to be somewhat higher in this specific project, compared to the typical 6 500 

SEK posed on the co-living tenants. Yet, comparing these figures to regular rental apartments 

is misleading since the resident gets access to larger common areas in addition to the private 

space. Moreover, the rent includes a service fee. The services provided adds value to the 

tenant’s living situation in the form of furniture and cleaning services in common areas, fully-

equipped kitchens, electricity, Wi-Fi, water and heating in addition to access to a housing 

application incorporating third-party services as well as the possibility to communicate with 

neighbors and attend events, Sandström added. 

 

Linde declared that Wallenstam perceives their investment in co-living as a long-term 

commitment. “It generates a higher risk than conventional rental apartments. However, 

Wallenstam is willing to take this risk for a greater cause”, Linde said. 

5.2 Semi-structured Interviews with Stakeholders in Swedish Real Estate Sector 

Several interviews were conducted with various stakeholders in the Swedish real estate sector, 
see Figure 5. A number of real estate investors who have invested in co-living projects (I) were 
consulted for investment insights. Furthermore, potential investors (P) for the investment 
opportunity were interviewed. In addition, some experts within the field (E) have contributed 
with their invaluable knowledge. In order to clearly identify the type of stakeholder, the 
interview participants have been divided into groups with specific codes.  
 
It is worth noting that the categorization is not strictly defined. Different hybrids of shared 
accommodation can be observed on the Swedish housing market. These consist of some typical 
features of co-living. However, they are not purely co-living property. Nevertheless, the 
stakeholders investing in these hybrids are considered to be of interest to interview in order to 
examine deviations of co-living to create a clear understanding of how the concept might evolve 
in the future. Moreover, property developers are not investors in the purse sense. However, 
they develop properties for investors and have extensive market knowledge. Therefore, their 
answers reflect the perspective of potential investors. For further detailed information 
regarding the interviewees, see Appendix A. The interview findings address the following main 
themes: an overview of the product co-living, the prevailing demand for and supply of the 
housing form on the Swedish market as well as investment opportunities from both an 
economic, social and environmental perspective. Lastly, a summary of the expected future 
outlook of this shared housing form is depicted.   
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Figure 5 - Participating stakeholders. 

 

5.2.1 Description of Interview Participants and Corresponding Companies 

 
Co-living Investors 
 
AF Bostäder - Cederberg, Magnus (I1) 
AF Bostäder is southern Sweden's largest student housing company, owning and operating 

approximately 6 000 student housing units. The company currently operates several buildings 

with shared accommodation and was therefore chosen for this study. AF Bostäder’s aim is to 

offer good and affordable housing to provide students with a safe environment where they can 

perform in their studies. Magnus Cederberg, head of property development, was interviewed. 
 
Akademiska Hus - Teng, Linda (I2) 
Akademiska Hus is one of the biggest real estate companies in Sweden. The state-owned 

property company’s mission is to own, develop and manage real estate for universities and 

colleges, with a primary focus on education and research activities. Their property value 

amounts to 92 billion SEK. Linda Teng, currently working with residential development, was 

interviewed for the study. She has worked at Akademiska Hus for two years and is responsible 

for innovation and sustainable development. Teng has been involved in two co-living projects; 

HSB Living Lab at Chalmers Campus Johanneberg as well as KTH Live-In Lab at KTH 

Campus.  

 

ByggVesta - Jonsson, Jenny (I3) 
ByggVesta is a family-owned property company, developing, owning and managing rental real 

estate. The company manages around 3 000 rental apartments, with an expected growth rate of 

600 new units per year. ByggVesta has a focus on long term sustainability and develops green 

buildings. Jenny Jonsson, vice president of strategic development at ByggVesta and a former 
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co-living tenant, was interviewed. Jonsson has been involved in several projects involving 

shared accommodation, mostly for students. 

 
HSB - Sarin, Emma (I4) 
HSB is Sweden’s largest housing cooperative, owned by its members, operating in property 

development and property management. The cooperative association’s aim is to provide good 

and functional living. Currently, the members amount to 624 000. HSB’s real estate portfolio 

consists mostly of flats in housing cooperatives; rental apartments constitute approximately 7% 

of the total housing stock. Emma Sarin, chief sustainability officer at HSB ProjektPartner AB, 

was interviewed for this particular study. Sarin acts as project manager for the co-living project 

HSB Living Lab at Chalmers Campus Johanneberg in Gothenburg.  

 

Rikshem - Ali, Ali (I5a) and Björck, Anton (I5b) 
Rikshem is one of Sweden’s largest private real estate companies. The company offers and 

develops residential properties as well as properties for public use in selected municipalities. 

Rikshem focuses on social responsibility in their residential areas and aspires to contribute to 

healthy community development. The company owns around 30 000 apartments and the 

property portfolio is worth 49 billion SEK. Two employees at Rikshem were interviewed; Ali 

Ali, who works as a business developer mostly involved in property transactions, and Anton 

Björck, a project manager at Rikshem, currently involved in different co-living projects. 

 
Stena Fastigheter - Sjögren, Emmelie (I6) 
Stena Fastigheter is one of Sweden’s largest privately-owned real estate companies. The 

company focuses on residential and commercial office buildings, owning and operating 

approximately 2,4 million sq.m. Stena Fastigheter’s goal is to develop secure and pleasant 

urban districts, investing in the future by building sustainable housing and workplaces. For the 

particular study, Emmelie Sjögren, property developer at Stena Fastigheter, was interviewed. 

Sjögren acts as project manager for several co-living projects, and the company aspires to 

develop 500 new co-living apartments within the next five years. 

 

Potential Co-living Investors 
 

Areim - Lif, Anders (P1) 
Areim is a leading real estate owner and fund manager in the Nordic countries. The company 

is a value-add investor that seeks for investment opportunities of underdeveloped properties. 

Areim’s enhancement strategies vary from modernizing real estate acquisitions to reviving 

urban environments. The company is perceived to be a potential co-living investor. Therefore, 

Anders Lif, responsible for residential developments, was interviewed to discuss this new 

investment opportunity.  
 
Atrium Ljungberg - Berg, Joanna (P2) 
Atrium Ljungberg is a company that owns, develops and manages properties. The company’s 

property value amounts to 48 billion SEK. Atrium Ljungberg’s main focus is on office and 

retail properties. In addition, they aspire to develop vibrant and attractive environments that 
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contain housing along with cultural, service and education facilities. Since the company 

considers innovation to be important as well as the development of attractive spaces for the 

future, this has sparked an interest in new forms of housing, e.g. co-living. Joanna Berg, former 

head of business development - housing at Atrium Ljungberg, was interviewed for this 

particular study. During recent years, she has been involved in inquiries regarding co-living as 

an investment opportunity.  

 

Folksam - Johnsson, Lars (P3) 
The Folksam Group provides a variety of solutions for insurance, pension and other long-term 

savings for their customers. The company is one of Sweden’s largest investment managers, 

currently allocating 9% of their total capital into real estate with the ambition to increase this 

proportion to 12%. Currently, Folksam’s property value amounts to 45 billion SEK, and the 

stock consists of 5 000 residential apartments and 55 commercial properties. Lars Johnsson, 

head of real estate at Folksam, was interviewed for the study in order to gain insight into the 

company’s property investment strategies. 

 

NCC - Karlsson, David (P4) 
NCC is one of the largest construction and real estate development companies in the Nordic 

region, with sales of more than 57 billion SEK. The company builds residential and commercial 

properties, as well as industrial buildings, public facilities and infrastructure. NCC aspires to 

produce attractive and affordable housing by efforts to increase efficiency and reduce 

construction costs, without reducing the quality. David Karlsson, a project manager at NCC, 

was interviewed for the study since he has experience in construction projects of buildings with 

shared accommodation.   

 

Skanska - Wäborg, Sofia (P5) 
Skanska is one of Sweden’s largest construction companies with thousands of projects every 

year. The company divides its operations into three business streams: construction, residential 

development and commercial property development. Skanska develops homes with practical 

and sustainable solutions and aims to build for a better society. The company has shown interest 

in developing and offering different kinds of residential products, including co-living facilities. 

Sofia Wäborg, business developer and project manager at Skanska, was interviewed since she 

has a lot of experience with rental projects as well as valuable insights into current trends 

among investors. 

 

Experts within Field 
 

KTH Royal Institute of Technology - Gunnelin, Åke (E1) 
Åke Gunnelin, a professor at the Division of Building and Real Estate Economics at KTH 

Royal Institute of Technology, was interviewed. He has worked at KTH for 35 years, with 

some smaller breaks for other work commitments. He is specialized in financial economics 

with real estate applications as well as general investment theory. Therefore, he was identified 

as a particularly relevant participant for this study. 
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The Swedish Property Federation, Fastighetsägarna - Börjesson, Christoffer (E2) 
The Swedish Property Federation is a trade organization with almost 20 000 members. These 

members represent property owners and managers of premises and rental apartments buildings, 

industrial properties as well as tenant-owner associations. The organization promotes an 

efficient and sustainable real estate market. Christoffer Börjesson, chief digital officer at the 

Stockholm Property Federation and Services, was interviewed for this particular study. He is 

involved with questions regarding digitalization, proptech, co-working and co-living to name 

a few. Therefore, he was recognized as a meaningful interviewee. 

5.2.2 Interviews 

5.2.2.1 The Co-living Product 

 

Definition 
 
The concept of “co-living” appeared to be an umbrella term. I6 pointed out the importance of 

having a clear understanding of the housing form and encouraged investors to form their own 

opinion in order to identify which type is of interest to the particular investor. According to I3, 

a broader definition can attract more investors since a limited outlook can be associated with 

more risk. Nevertheless, all interview participants described “co-living” as shared 

accommodation where at least two tenants who are not related have a relatively small private 

space and share a larger common area with e.g. kitchen, living room and workspaces with 

necessary utilities. However, the amenities included in the independent rooms vary and can 

contain a small pantry and private bathroom.  

 

On the one hand, some of the interviewees considered co-living simply as a rebranding of more 

established housing forms such as cohousing and dormitories. On the other hand, the majority 

of the interview participants agreed on the fact that co-living facilities often include services 

and offer more of an all-inclusive form of shared accommodation. I5b stated that these services 

are what differentiate co-living apartments from prevailing types of shared living. E2 

considered this aspect as being important in order to increase the demand for co-living 

apartments as well as to reduce conflicts in the residence. I2 stressed that the services connected 

to the co-living property are necessary to support shared living. I5b described bikepools, 

carpools and delivery services as being common examples included in the concept. I2 added 

cleaning as an important service to incorporate since it can be associated with disagreements 

among housemates. Accordingly, achieving a smooth living experience for the tenants requires 

more engagement from the property owner or co-living operator according to I1. I2 identified 

elements such as maintenance of culture, common areas and furniture along with providing 

moving services. The whole process and experience, from receiving the apartment key to 

moving out from the flat, should be effortless. P3 perceived this feature of flexibility as being 

a vital part of the concept. 
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Target Group 
 
Most of the interview participants advocated that property owners need to develop their own 

niched co-living product that fits their interests and objectives. Correspondingly, these different 

types of shared living spaces will attract different target groups. As a matter of fact, keeping a 

broad description might create an increased traction for co-living as a concept according to I3, 

who believed that an extreme version of shared accommodation with barely any privacy might 

be daunting for some prospective tenants.  

 

All of the interviewees agreed on the fact that the idea of co-living is not suitable for everyone; 

the tenant needs to be comfortable with a social atmosphere and sharing with others. The 

younger generation is more open-minded about this alternative form of housing, according to 

I6 and I4. Moreover, P1 believed that co-living has a short-term nature since it is not convenient 

for someone with a partner or kids. In contrast, I3 described projects of a permanent type with 

shared spaces for socializing for companionless elderly. Nevertheless, I6 stated that: 

 

 “Shared accommodation is a practical complement on the housing market for tenants 
looking for a flexible alternative.” 

 

The interviewees considered many different demographic groups as suitable for this type of 

living. As reported, the most common one is young adults. This can include students, digital 

nomads, freelancers, consultants and entrepreneurs. Additionally, the concept is considered 

appropriate for the recently divorced and elderly who live alone. In fact, I4 pointed out that the 

concept can be adapted to any demographic group. P3 deemed co-living as an option for 

individuals who are struggling to find accommodation. Participants I2 and I5a acknowledged 

that this type of shared accommodation is a viable housing solution for people entering the 

property market, who cannot afford to buy a house or are struggling due to the prevailing rental 

housing shortage. I3 believed that co-living is the perfect option for individuals who are new 

to a city, looking to make new friends. 

 

There are divided opinions concerning if co-living housing demands shared interests among 

tenants and the requirements and selection of residents can vary between approaches. I6 argued 

that a perfectly homogeneous group does not encourage community development. However, 

I3 stressed the importance of shared values and ambitions regarding the living situation. The 

tenants need to be open-minded and interested in sharing with a community, I6 agreed.  

 

Tenant Selection 
 
The selection process of tenants for co-living apartments seemed to be rather similar based on 

the conducted interviews. P5 stated that trying to match the housemates is crucial in order to 

achieve a successful living situation with minimal conflicts among tenants. I6 explained that 

the selection process for their co-living projects started with an application form that the 

prospective candidate had to fill out. This culminated in a score that indicated to what degree 

the individual would adapt to shared environments. Moreover, regular requisites such as 
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providing the candidate’s credit score and proof of income applied in these types of projects. 

I3 explained that the selection process is more in-depth, with multiple interviews, for co-living 

operators such as Tech Farm since the projects consist of larger communities with minimal 

private space. I3 believed that having an exhaustive review process is a critical factor for 

success in bigger shared apartments. The tenants need to be able to share rather intimate space 

with others. Furthermore, they need to have the same vision for the development of the 

community. 

 

Development in Sweden 
 
The idea of living alone is a measure of success among young adults in Sweden. According to 

I3, the attitude is entirely different in other countries such as the US. Many actors perceive co-

living as a potential catalyst for a transformation of this mindset as well as other prevailing 

social challenges. In addition, I6 stated that the Swedish housing market lacks mobility and 

flexibility, and there is a clear need for alternative housing forms. Therefore, many market 

participants show great interest in the concept of co-living and I1 expressed his company’s 

desire to identify and evaluate different sharing solutions. It is necessary to assess various 

approaches in order to discover how frictionless operation of collaborative and sharing 

economies can be achieved, I4 specified. E2 recognized co-living as a timely and relevant 

complement to the Swedish housing market. Correspondingly, the concept is attracting interest 

from investors who are open to explore and evaluate this investment opportunity, according to 

P5. Nevertheless, some stakeholders are still skeptical about co-living since it is a new product 

on the market. For instance, the company of P3 does not perceive co-living as a valuable 

investment opportunity at present due to the associated uncertainties, P3 explained. The 

insurance company would rather invest in traditional real estate until the co-living concept is 

established on the market.  

 
It is certainly interesting to compare the development of the co-living concept on the Swedish 

housing market to other European countries as well as worldwide. E2 had observed a rapid 

expansion of new co-living housing in major cities around Europe, in the US and in China. He 

believed that the reason behind the slow and delayed establishment in Sweden is caused by the 

fact that it is difficult to achieve the same efficiency in the building industry. Developing 

flexible solutions is hard to accomplish at a low cost and often lead to expensive rental 

apartments. Additionally, I5a discussed the differences between the housing shortage in 

Stockholm and in London. Since the situation is more acute in London, individuals are forced 

to share accommodation with others in order to find affordable living. I5b described the 

primary vision for co-living in most cases to be a choice based on preference, not necessity. 

 

P2 revealed that her company is foremost interested in developing co-living facilities in close 

proximity to enterprises and in areas with a lot of activity. For this reason, Slakthusområdet in 

Stockholm, which is planned to become a vibrant neighborhood with residential buildings, 

workspaces and commerce, is a prospective area for their first co-living project. Yet, the market 

for the product should not be limited to big cities alone, such as Stockholm, Malmö and 

Gothenburg. According to I6, as the nature of employment and work is changing, people 
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increasingly choose to work in places where there are better housing opportunities and other 

factors that they perceive enhances their well-being. Hence, co-living could be appropriate in 

smaller cities as well. However, in these cases the concept needs to be adapted, I3 explained. 

Co-living flats that have a higher rent than conventional rental apartments are more suitable in 

bigger cities. Moreover, shared accommodation with smaller private rooms tends to be more 

accepted in larger ones. I3 gave the example that in small cities, the co-living concept could 

consist of a shared courtyard and other communal areas.  

 

Perceived Co-living Perks  
 
The interviewees expressed various incentives for a tenant to choose co-living accommodation 

over conventional rental apartments. According to most of the interview participants, one of 

the main reasons is that people are looking for connection. Today, loneliness among Swedish 

citizens is a growing issue and P2 believed that co-living can counteract this problem by 

creating possibilities for tenants to establish both a private and a business-oriented network. I3 

also recognized the opportunity for people, who are moving to a new city for work or studies, 

to effortlessly make new friendships and get familiar with the place by choosing this type of 

shared accommodation. Furthermore, I6 acknowledged the fact that individuals can decide to 

live in co-living apartments based on concerns regarding their environmental footprints. 

Subsequently, people can express their sustainable attitudes and take a stand against climate 

change through their accommodation choices.  

 

The additional services included in the co-living concept attract tenants, P1 believed. 

Consumers are increasing their expenditure on services and as more of them are incorporated 

into housing units, the more attractive these will become. I6 stated that people are asking for 

“glocal” products and services. The global trends regarding new digital developments and 

solutions are demanded in the local environment. Hence, digitalization is a great aspect to 

incorporate into the co-living concept. Moreover, co-living facilities are often developed in 

attractive locations where people would want to live, further increasing the demand, E2 added. 

 

Nevertheless, E2 and I3 believed that one primary reason for tenants to choose co-living 

accommodation is the fact that there is a lack of other options. The younger generation living 

in larger Swedish cities are faced with multiple problems; First, they are having trouble to 

afford and obtain loans in order to purchase a house. Second, most of them have not been in 

the housing queue for long enough. Third, the rents on sublets or second-hand rentals are too 

high. Therefore, tenants are forced to look for alternatives. P3 believed that co-living 

apartments are relatively accessible. 

 

Potential Reasons to Discard Co-living 
 
It is concluded that there are a number of reasons why a tenant would reject the option of living 

in shared accommodation such as co-living. P3 supposed that most individuals want their own 

home and do not prefer to share their living space. Having your own house is a major symbol 

of success in Sweden, I3 explained. E2 reflected about the fact that people might turn down the 
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option of co-living in fear of losing their private space. E2 and P4 reasoned that people who 

have other alternatives and do not necessarily have to share housing might not choose this 

living concept. Moreover, I3 expressed that shared accommodation is perceived as being messy 

and hard to manage. People do not want to be dependent on other people and their living habits, 

I4 agreed. 

 

E2 and P5 addressed that co-living might not be suitable for individuals in relationships. 

Accordingly, living alone is the most common housing choice among singles, I4 stated. 

Individuals who enter into a relationship are forced to move out from the co-living space if 

they want to live together with their partner, I2 said. Therefore, the concept is appropriate in 

certain stages of individuals’ lives. Following this, I6 added that the housing form might not 

be suitable for individuals looking for more permanent and long-term accommodation. 

5.2.2.2 Investment Opportunities and Risks 

 
Knowledge of the Product 
 
The interview participants acknowledged different aspects and risks that are important to 

consider before making a co-living investment-decision. Similarly, various elements need to 

be investigated in order to achieve a successful co-living project. E2 believed that the lack of 

knowledge regarding the business model and co-living facility management promotes the use 

of operators. I4 explained that it is important to study several elements; the individuals’ 

experiences, behaviors in shared apartments as well as which implemented features are 

working and which need to be improved. According to E1, the knowledge regarding co-living 

as an investment opportunity is not extensive since the product is relatively new on the market. 

Co-living investors need to conduct market research and analysis, and develop their own niched 

co-living product, I3 stated. They need to fully understand the concept in order to achieve a 

successful and profitable product. Furthermore, the product needs to be adapted to the Swedish 

society and the prevailing demands. If an investor plans to execute the co-living management 

without an operator, it is important that the company understands the fundamental 

responsibility linked to shared tenancies, I2 added. The landlord needs to ensure that they are 

enhancing the well-being of their occupiers and running a high-performing co-living operation. 

For example, the operator COLIVE has developed a culture of social norms with the goal to 

ensure a smooth living experience for their tenants. 

 
Economic Perspective  
 
Demand and Vacancy 
 
There is uncertainty regarding the actual demand for the co-living product among the Swedish 

population. Since stakeholders still are unfamiliar with the housing form, many investors are 

hesitant and delaying launches of co-living projects until the housing alternative is more 

established, according to I5a. P3 perceived the demand for the new living model to be too 
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uncertain and risky, and did not think that the interest among young adults is strong enough for 

the co-living product to become a successful housing alternative. I4 explained that even though 

there is a shown interest to share accommodation, their investigation revealed that there still is 

a desire to live in a detached house, including among the youth. However, I4 stated that:  

 
“When co-living is an established housing form on the Swedish market, the demand can 

rapidly shift.” 
 

I6 agreed that a potential risk associated with the investment is the current, somewhat low 

demand for the product. However, it is important to keep in mind that co-living is gaining 

attention and recognition on the housing market. In fact, I1 recognized that the consumer 

perception of shared accommodation is generally negative. However, these tenants have a good 

experience in the end.  

 

I1 perceived the demand for private living spaces to be higher than for shared accommodation. 

Nevertheless, there is an interest for shared living and individuals are willing to share with 

others. Yet, I3 described the demand to be of a short nature. Tenants stay one year on average 

in co-living apartments. However, there is currently no major residential vacancy risk, 

according to I3. Due to the current housing shortage, rental apartments will be fully leased no 

matter what type of rental. Therefore, she advocated that investors should consider developing 

co-living facilities based on socially sustainable aspects. With this in mind, P1 pointed out that 

the situation can be very different in the near future. In an economic downturn, individuals will 

attempt to reduce their costs. P1 believed that this will result in a lower demand for these 

modern shared accommodation alternatives, since additional fees for services are posed on co-

living tenants. Therefore, he perceived the vacancy risk associated with the co-living product 

to be higher than for conventional rental real estate.  

 
Building Cost and Legislation  

 

According to I2, due to recent economic fluctuations in addition to declining price trends for 

tenant-owned apartments, property developers have looked for alternative ways to realize 

profitable projects. Therefore, co-living facilities have been recognized as an investment 

opportunity. However, I2 underlined the fact that developers have been faced with difficulties 

in developing these particular projects due to the prevailing insufficient legal frameworks. P4 

explained that wet areas, such as kitchen and bathrooms, are the most expensive to build. These 

costs are reduced in buildings with co-living apartments since the tenants are sharing these 

areas. Moreover, the requirements for sound insulation are less demanding for co-living, further 

lowering the costs. In addition, P5 explained that conventional rental apartments have 

requirements of accessibility for persons with disabilities. Co-living developers might be able 

to deviate from this and in result substantially lowering the size of the apartment, and 

consequently lowering the cost per apartment. In conclusion, there are currently gray areas in 

the Swedish building legislation and developers can enjoy cost reductions by choosing to 

construct buildings with co-living spaces.  
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E2 was skeptical if the associated building costs would be lower for co-living compared to 

conventional rental real estate. If legal requirements such as accessibility, fire, and noise 

regulation would be posed on co-living developers, it would lead to increased costs. 

Furthermore, E2 mentioned that small rooms are usually more costly to construct. I6 agreed 

and stated that the construction costs were higher for their co-living project. The company did 

not want to capitalize on lower sound insulation requirements nor design. In addition, 

conventional rental apartments are often constructed in a standardized way, which 

subsequently lowers the costs.  

 

I2 discussed the mission of the current investigation regarding future contemporary building 

regulations; the goal is to achieve simple, flexible, sustainable and affordable housing. Some 

functionality requirements have been removed which has reduced the cost of construction. 

However, I2 believed that this will result in smaller apartments being built in the long run. She 

showed concern for this outcome and questioned if this would be sustainable. Instead, there 

should be a focus to construct a range of housing alternatives, co-living included, and 

developers should be encouraged to build socially sustainable accommodation. The 

investigation of more modern building regulations promotes simplicity, flexibility, 

sustainability and affordability. However, it does not consider the future of shared 

accommodation, such as co-living. According to I2, Swedish legislators need to incorporate 

and enable success for this housing form. Currently, co-living players circumvent regulations 

in order to be able to offer this type of living.  

 

P2 acknowledged the fact that the absence of clear legal definitions and boundaries for the co-

living product is a problematic issue for many real estate investors in Sweden. As the company 

of P2 plans to develop more business-oriented co-living apartments, these properties get 

categorized as hotel buildings. Consequently, the complication of definition of a hotel arises. 

At present, there is a lack of established Swedish practice since the product is new. However, 

P2 declared that the Swedish legislators need to translate and incorporate the existing European 

practices with regard to the national conditions. 

 

Operator 
 
Co-living is a new and unfamiliar concept on the housing market. Therefore, many investors 

choose to outsource the management of the business to a co-living operator, according to I2. 

Since investors’ housing stock only consists of a small proportion of co-living, the facility 

might lose priority and the organization may not be as responsive as a co-living operator, 

according to I6. Likewise, I3 believed that operating a co-living facility requires a lot of 

knowledge and experience, and therefore it is wise to outsource the business management. 

Furthermore, investors can enjoy some cost reductions with this approach according to I3. P5 

explained that having a long-term contract with an operator will diminish the risk posed on a 

co-living investor, since the operator will take on the short-term vacancy risk. E2 pointed out 

that the contract with the operator can either be a fixed lease model or a revenue share model. 

The latter could be beneficial to an investor if additional services are provided to the tenants. 

Yet, the choice to use an operator depends on the investor’s approach and strategy. According 



 

	
	

51	

to E2, an active investor, who believes in the concept and has a positive outlook of its future 

development and market establishment, might choose in-house facility management.  

 

Many investors appoint co-living operators to run the shared housing. However, outsourcing 

the business management poses some risk on the property owner, according to some of the 

interview participants. Questions and conflicts may arise regarding which party is responsible 

for maintenance and renovations. E2 affirmed that these needs to be discussed and established 

between the property owner and operator before entering a collaboration.  

 

In addition, outsourcing co-living management leads to a loss of insight regarding the product, 

according to I3. The property owner will miss out on important knowledge accumulation that 

could be critical for the development of co-living. For example, the company of I6 utilizes in-

house facility management for their projects to gain experience, I6 explained. I2 promoted a 

close collaboration with the operator in order to create a sufficient understanding for future 

improvements.  

 

In a worst-case scenario, an operator might default due to a low demand for co-living and the 

resulting vacancies, E2 and I5a speculated. P3 perceived this risk to be similar to co-working 

operators; currently these companies are struggling financially, and the risk is reflected onto 

the property owner. If an investor seeks to invest in riskier alternatives compared to real estate 

with higher potential returns, other financial instruments such as stock should be considered, 

according to P3. The company of P3 values the traditional characteristics of real estate, in 

regard to risk and return. P3 believed that co-living alters these characteristics and is therefore 

not a wise investment option.  

 

Rent - Tenant and Operator 

 

“Since co-living involves investing in a relatively new business type, there is a bigger 
opportunity to achieve economic rents compared to investing in mature products with strong 

competition.“ - E1 
 

E2 believed that the co-living product will certainly generate rental streams due to the 

prevailing housing shortage. Moreover, landlords can increase their rental income by adding 

income generating services to their contracts. This is an important element to the business 

model; the tenants often pay for a membership to receive external services connected to the 

property, in addition to a regular rent. This is harder to achieve with conventional rental housing 

due to the Swedish rental legislation, E2 explained. According to I4, there is also the option to 

provide more affordable co-living spaces in less central locations. These tend to have a lower 

rent than conventional rental apartments. I6 stated that, compared to other major cities in 

Europe such as London, Berlin and Amsterdam, the co-living rent levels in Swedish cities are 

a lot lower. However, I6 believed that these will be adjusted in the future when the concept is 

established on the housing market. 
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In the co-living project initiated by the company of I6, the contracted rents are equivalent to 

conventional rental apartments. I6 explained that they are determined based on the apartments’ 

standard, size and location. However, additional fees are posed on the tenants for features such 

as furniture in common areas and internet, as well as for additional services such as cleaning. 

Nevertheless, I6 stated that the rents of conventional rental apartments and co-living spaces 

measured in SEK per sq.m. are not comparable. This is due to the fact that tenants have access 

to more space and sq.m., i.e. the communal areas, than what is specified in the contract. 

 

Conventional rental apartments in central locations generate a high rental income stream 

coupled with exceptionally low risk of vacancy. This results in low gross yields along with 

higher property values. Following this, in order for co-living real estate to be appealing to 

investors, the contracted rents with co-living operators need to be higher than for conventional 

rental apartments and a revenue share model needs to be used, according to P1. Therefore, it is 

assumed that modern shared living spaces in central locations often have additional services 

linked to the apartment to collect higher rents from tenants. An option is to develop co-living 

apartments in locations where the alternatives for other usage are few, P1 explained. 

Accordingly, a fixed lease model could be used, and this approach would allow the operator to 

fully enjoy their own success. Still, the property owner benefits from this type of lease as well 

if the operator is successful; longer tenancies are valuable and brings stability.  

 

According to I5a, the rent posed on the operator reflects the required rate of return, the building 

costs as well as the cost sharing of operation and maintenance expenses. Yet, it needs to be 

weighed against the rent posed on the tenants. A high rent can lead to a higher risk of vacancy. 

Moreover, the company of I5a aspires to make a positive contribution to society. 

Correspondingly, the co-living units cannot be too expensive. Therefore, all of these aspects 

need to be compared and weighted. The units are planned to be offered for no more than 6 000-

7 000 SEK/month.  

 

Renting out multiple units to an operator generally generates a higher rent, P1 stated. P1 

discussed the fact that since the tenants are provided with a smaller private space, the specified 

rent is higher compared to conventional rental apartments in regard to private space. Moreover, 

the tenants get access to larger common areas. Therefore, the rent for the private space is often 

higher than for regular apartments and is difficult to compare.  

 

Diversification 
 
According to the Modern Portfolio Theory, investing in correctly priced assets that are 

considered to be less than perfectly correlated results in a diversified portfolio that yields the 

most cost-effective level of risk reduction, E1 explained. Consequently, the question arises: “Is 

the co-living product accurately priced in terms of risk?”. E1 stated that:  

 

“Market inefficiencies such as inaccurate pricing, lack of competition or low transparency 
creates opportunities for excess profits. Therefore, co-living properties can be a beneficial 

addition to investors’ portfolios.” 
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P1 perceived co-living as being an interesting complement to a real estate portfolio, granted 

the prevailing challenges faced by housing developers. Co-living investors recognize the 

opportunity for increases in rental income. However, they need to consider the unclear risks 

associated with the asset. According to E2, a co-living product could generate an upside, i.e. 

an appreciation in the value of the investment, in a diversified portfolio. However, this is highly 

dependent on the structure of the contract between the property owner and the operator in 

regard to revenues, costs and risk factors. P3 discussed the characteristics of real estate; the 

investment should offset the low return produced by bonds and the high risk associated with 

stocks. If these characteristics are altered, the diversification benefits are lost. Adding co-living 

apartments to a property increases the risk, according to P3. 

 

Social Perspective 
 
Housing Market 
 
P2 confirmed that one of his company’s main goals behind investing in and developing co-

living facilities is the attempt to improve the current situation on the Swedish housing market. 

Many of the interviewees agreed on the fact that shared accommodation can counteract the 

long-lasting supply shortage and the housing form would allow for a more efficient utilization 

of the stock. However, E2 was skeptical of the degree to which co-living would solve the 

housing shortage in Sweden. He regarded co-living as first and foremost being a form of short-

term stay. Following this, flexibility and movement need to be integrated into the Swedish 

housing market to support the moving patterns by tenure. Nevertheless, P2 argued that the 

market for tenant-owned apartments excludes many demographic groups. Moreover, the credit 

market has strict requirements. Lastly, the highly regulated rental market has a low supply of 

rental apartments that does not meet the current demand. These three aspects lead to lock-in 

effects on the housing market. Offering an alternative will allow more people to enter the 

housing market, I4 and I2 stated.  

 

Workers in short-term employment who are looking for temporary accommodation have a hard 

time finding suitable options in Stockholm. P2 declared that in order for Stockholm to remain 

an attractive city, a more flexible form of living needs to exist as businesses grow. 

Correspondingly, international students moving to Sweden are seeking the social environment 

provided in co-living apartments. In order for Sweden to stay as a leading nation in education, 

the moving process needs to be made easy and flexible, according to I2. I4 believed that real 

estate investors choosing to develop co-living can attract new demographic groups with this 

alternative housing form. A diverse supply of accommodation alternatives adds value to city-

dwellings, according to I6. Additionally, co-living apartments can bring together different 

demographic groups. I5b explained that although the product often is targeted towards young 

adults, co-living operators such as COLIVE do not exclude potential tenants due to their age. 

Therefore, the concept can connect and bring people of different cultures and age groups 

together. 
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Individualism 
 
I6 perceived Sweden to have a strong culture that influences the open-mindedness toward the 

concept of shared living. I2 stated that Sweden is one of the world’s most individualized 

countries and raised the question regarding how the co-living community should be built in 

order to protect the independence of individuals. I3 believed that the concept does not need to 

be as extreme in terms of degree of sharing as in London or cities in the US. Instead, it needs 

to be adapted to the Swedish conditions and culture in order to meet the regional demand. For 

example, I1 recognized that tenants preferably want to know the person they are living with. 

Furthermore, most occupants are not prepared to share every aspect of the apartment. For 

instance, many are hesitant to share a bathroom with others.  

 

In order for the co-living concept to be successful in Sweden, emphasis should be put on the 

selection and approval of tenants, according to I5b. In this manner, a harmonious co-living with 

a community of like-minded individuals will be achieved. Moreover, other solutions can be 

incorporated in order to prevent conflicts among tenants. I2 mentioned a few; for example, 

cleaning services for larger co-living apartments and locks provided for bathroom cabinets and 

kitchen storage. I4 has gained wisdom from their co-living project; there is a clear need for 

services and solutions that facilitate cooperation. Nevertheless, I6 believed that the young 

generation is more open-minded toward the notion of shared living and will effortlessly adapt 

to the concept. 

 

Mental Health 
 
Reports from the National Board of Housing and the Swedish Union of Tenants reveal that 

young adults in Sweden suffer from mental health issues, I2 reported. Furthermore, during the 

last decades, the average house has shrunk in order for developers to meet the increasing 

development costs of the newly built dwellings, according to P5. People have less and less 

space to live, and many of the interview participants agree on the fact that long-term effects of 

squeezing space have to be considered. I2 suggested that communal spaces need to be added if 

houses continue to shrink. I4 and I5b believed that co-living can offer a solution for young 

people experiencing loneliness and social isolation, having a positive effect on their mental 

health. P4 experienced an increased general interest among investors and developers to invest 

in more communal spaces, e.g. gardens with greenhouses as well as community bike 

workshops, in neighborhoods in order to encourage social interactions.  

 

Environmental Perspective 
 
In addition to the apparent issues on the Swedish residential real estate market, global 

megatrends are shaping the future of the market. P2 witnessed a growing awareness towards 

reducing carbon footprint and of climate change. Sharing central functions such as the kitchen 

will support resource efficiency, according to I1. Moreover, I4 explained that if more people 

are sharing the same space, the per-capita energy and resource consumption will decrease. The 

technical developments are improving resource efficiency and they have a positive impact on 
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the environment, I5b agreed. In conclusion, the prevailing trends are incentivizing the co-living 

development. 

 

According to E2, together with the construction industry, real estate accounts for approximately 

40% of the carbon dioxide emission in Sweden. The biggest emissions are derived from 

renovation and construction of new buildings, P3 claimed. Therefore, it is of vital importance 

that the co-living properties can remain over a long period of time. P1 agreed that the adaptation 

of co-living apartments for alternative use does not only pose a cost on the property owner; it 

has an impact on the climate as well.  

 

E2 considered the possibility that the transient environment will lead to a more extensive need 

for maintenance efforts. He made the comparison to the hotel industry, where appliances are 

replaced more often than in conventional homes. Therefore, the co-living product might not be 

as environmentally friendly as it is perceived to be. I6 agreed that co-living facilities are 

exposed to more wear and tear. She highlighted the importance of choosing robust and 

sustainable material in these types of development projects. I1 observed the same deterioration 

tendencies in his company’s collective housing. E1 drew the conclusion that similar wear and 

tear as in hotels and student accommodation will become apparent in co-living facilities. 

Moreover, I2 recognized an increased necessity for cleaning. These aspects result in higher 

maintenance costs for the property owner, and these efforts can in turn lead to a less 

environmentally sustainable housing form.  

5.2.2.3 Incorporating the Opportunities and Risks 

 
Required Rate of Return 
 
Investing in conventional rental apartments poses no significant vacancy risk to the investor 

due to rent controls and the current situation on the housing market, according to P3. However, 

newly built apartments with pushed rents can face some vacancy risk. The higher risk 

associated with co-living as an investment asset should result in a higher required rate of return, 

P1 stated. I5a agreed and stated that a higher required rate of return is used to reflect the 

increased risk related to the product. Since it is a new product on the housing market, it is 

associated with market uncertainty. However, it is worth noting that co-living real estate often 

is developed in attractive locations, lowering the risk of vacancy, P1 added. I5a claimed that 

the vacancy risk that operators face can be lowered by adding private bathrooms to the co-

living apartments, increasing the potential demand for the accommodation. In addition, co-

living operators have not been running their businesses for an extended period of time, resulting 

in uncertainties regarding long-term stability of the businesses. 
 
In contrast, E2 believed that investors require the same rate of return from co-living assets as 

from other housing forms. I6 confirmed that in her particular co-living project, the required 

rate of return was not adjusted. She stated that the company is aware of the potential risks 

associated with the investments. However, the company is confident that these posed risks are 
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worth taking in exchange for values that are not only of economical nature. E2 continued that 

most investors focus on the average rate of return of their portfolio. Other investments can 

offset potential risks related to the co-living product. Investors’ real estate portfolios often 

consist of only a small proportion of co-living spaces; hence the associated risk is limited.  

 

Operation and Maintenance Costs 
 
The interviewees are of similar opinion regarding the perceived cost of operation and 

maintenance for co-living facilities; they are generally higher than for conventional rental real 

estate. Every property undergoes some normal wear and tear. However, since co-living 

contracts are of short nature, I5b claimed that these properties are subject to it to a greater 

extent. This results in higher maintenance costs compared to regular rental apartments. I5a 

agreed and recognized these costs to be similar to student accommodation with communal 

areas. In the same way, P1 discussed the fact that operation and maintenance costs are usually 

posed on the operator, if one is used. For instance, these can include costs for heating, 

electricity, water as well as repairs, renovations and repiping. The division of costs between 

stakeholders differs in each case. I2 concluded that the increased wear and tear on the building 

calls for a use of durable and sustainable material when constructing these kinds of apartments. 

I6 added that the additional services, such as cleaning, furniture in common areas and 

broadband, included in the product increases the need of staff, raising operation costs.  

 

Depreciation  
 
The prospective investors were unsure of the nature of depreciation of co-living facilities. 

According to I6, her company has regular depreciation schedules for these types of properties 

since co-living apartments are only a small part of the whole buildings. The factors that are 

different for this product are inventory such as furniture and household appliances. These life 

expectancies differ for each product. E2 claimed that these could be compared to appliances in 

hotels.  

 

Flexibility 
 
E2 argued that the lack of flexibility associated with co-living could also entail a risk for 

investors. I3 stated that if the concept is not successful or does not suit the Swedish market, 

investors might have a hard time converting these apartments to conventional rental apartments 

or apartments for tenant-owned associations. Similarly, P2 and P5 believed that converting a 

tailor-made product that has been constructed to individual requirements can be problematic. 

Therefore, E2 clarified that investors need to foster flexible and convertible real estate. This 

enables the apartments to be relatively easy to adjust if the demand for co-living would prove 

to be low. Since the initial investment is rather large for facilities for specified co-living use, 

incorporating flexibility for alternative uses is of great importance, P1 added. I6 confirmed that 

they perceive this as an important aspect from a long-term ownership perspective. Likewise, 

the project “Vallastaden” can be converted into regular student accommodation if proven to be 
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unsuccessful, I5b explained. I2 added that having this in mind while developing co-living 

facilities is essential and secures a long-term investment outlook.  

 

Furthermore, the flexibility provided to the tenants in terms of short-term lease agreements 

poses a risk on the property owner, as previously mentioned. P3 perceived the risk of losing 

occupants as high in the case of an economic downturn. 

5.2.2.4 Future Outlook 

P1 recognized several key factors driving the rental real estate market. There is an increased 

interest among investors since the property type is associated with low risk relative to other 

investment alternatives. Moreover, he noticed a political interest for the development of rental 

properties. E2 and I6 agreed and believed that individuals will choose to rent over owning a 

house. On the contrary, P3 believed that rental apartments in general will become less common, 

since buying a house is a cheaper solution from a long-term perspective, and therefore more 

attractive. 

 

Most of the interview participants believed that alternative living solutions will become more 

common in the future and the housing market will become more diverse. I4 believed that a 

variety of products is a prerequisite for social and cultural mixture and integration. I5b observed 

a demand on the market for alternative housing forms and recognized the popularity and 

success of co-living spaces around the world. However, he did not expect the co-living product 

to become as popular as it is in other countries. Nevertheless, as more projects are launched 

and the co-living product becomes a common alternative on the housing market, the interest 

among investors will grow, according to P2. Worth noting is that the concept of shared living 

spaces has been an established living form for decades and will continue to be, I1 added. They 

have a distinct function and serve a purpose in society.  

 

E2 compared the co-living development with the trend and steady growth of co-working spaces 

on the commercial real estate market. He stated that currently, one out of four new office 

buildings have incorporated co-working. Nevertheless, co-working only constitutes 

approximately 1% of the total office supply. Similarly, the number of co-living spaces will 

continue to increase on the housing market in Sweden, but only make up a small portion of the 

total housing stock. P1 agreed and believed that co-living will continue to constitute a very 

small percentage of the supply. E2 estimated that 400–500 units will be developed per year. 
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6. Discussion  

 
The aim of this thesis is to investigate and analyze vital core investment characteristics and 
factors affecting co-living properties. Furthermore, the advantages and drawbacks of investing 
in this type of real estate with co-living spaces are compared with conventional rental real 
estate investments. This thematic analysis will therefore discuss common themes and aspects 
gained from the focus case study and the semi-structured interviews, all related to the 
theoretical framework.  

6.1 Perception of Co-living 

As previously mentioned, the co-living product does not have a clear and established definition 

among Swedish real estate stakeholders. The perception seems to be fragmented, although a 

common theme can be observed. In essence, we can conclude that the overall definition of a 

co-living property is recognized as shared accommodation where at least two tenants, who are 

not related, have a small private space in addition to access to a larger common area. 

Furthermore, additional services and amenities are connected to the property. This is seen as 

the unique characteristic that differentiates the co-living product from other shared living 

concepts. However, the Swedish real estate owners seem to have different strategies regarding 

which services to include as well as different perceptions of the importance of the range of 

service offerings. 

 

After investigating the product in detail, we have formed the opinion to encourage a rather 

broad definition of the concept in order to attract as many investors to the concept as possible. 

The product is still new to the Swedish market and perceived as ambiguous among investors. 

A narrower definition or extreme form, i.e. all spaces being shared, could possibly discourage 

stakeholders from exploring this investment opportunity. Moreover, the relatively broad 

definition can offer opportunities for investors to niche their specific co-living product to their 

particular strategies and goals. As stated by Psilander (2004), niching is certainly a competitive 

advantage and a value-adding component which real estate investors should evaluate 

thoroughly.  

 

From a consumer’s point of view, we can observe that there is a lack of sufficient supply. 

Individuals living in larger Swedish cities do not have much of a choice in reference to living 

preferences. Moreover, there are only a few housing alternatives on the market and the 

perception of some rental forms are rather negative. In fact, many would preferably not live in 

shared housing, since they negatively associate this type of accommodation with the classical 

collective housing. We advocate for investors to transform this consumer perception and 

highlight the key differences and value propositions on par with the thesis. Steve Jobs once 

said:  

 

“Some people say give the customers what they want, but that's not my approach. Our job is 
to figure out what they're going to want before they do. I think Henry Ford once said, 'If I'd 
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ask customers what they wanted, they would've told me a faster horse.' People don't know 
what they want until you show it to them.”  

 

The stakeholders that have been involved in finalized co-living projects stated that the tenants 

were pleasantly surprised after trying the housing form. Therefore, we believe that investors 

and co-living operators have the potential to develop the new iPhone for the residential real 

estate market. 

 

The current perception of the co-living product goes hand in hand with the existing marketing 

efforts for the product. Even though the supply of the housing form is low, stakeholders have 

to create awareness and the concept needs to be compelling. Due to the diverse quality of rental 

units, mainly in the Million Programme developed during the 1960’s, the rental apartment has 

gained a poor perception. For this reason, we have found that it is of importance to promote 

co-living as a modern rental form. For example, the tenant engagement in regard to the 

apartment is far less demanding as with collective housings. The tenant is able to fully focus 

on their work, hobbies and the co-living community. 

 

We believe that this housing form has great potential to become successful and an established 

product on the market. In order to achieve this, investors and operators need to adapt it to the 

Swedish marketplace in addition to promoting it properly. Most of the academic papers 

regarding co-living have covered social and environmental aspects of the concept. 

Correspondingly, much of the promotion done by the co-living operators has focused on these 

aspects. Undoubtedly, these are important factors. However, we have noticed an increased 

interest from investors to get more of the economical perspective on the concept. Co-living 

operators should keep this in mind and advocate the potential long-term economic benefits 

gained from the investment. 

6.2 Adaptiveness 

An important aspect that investors consider when evaluating the co-living product is the 

demand for the housing form. It can be observed that the solution is a major trend in the global 

real estate sector and that the emergence of co-living at a national level is gaining attention. 

The demand for co-living is highly correlated to the perception of the product as well as the 

preference for shared living. Sweden is distinguished as being an individualistic country; the 

culture is characterized by a focus on individual goals instead of collective interests. This in 

turn shapes the way people choose to live. However, “allocentric” and “idiocentric” tendencies 

can be seen in all individuals and cultures. Therefore, this marketplace cannot be neglected as 

an opportunity to establish the concept of co-living. Moreover, as the world is becoming more 

internationalized and the moving patterns of people are not confined to national boundaries, 

we believe that co-living as a concept will be successful in Sweden. Companies in larger cities 

are attracting workforce from all over the world. Likewise, the Swedish educational system is 

attracting students worldwide. Following this, the Swedish society is becoming more 

international. Since co-living is already an established housing form in other countries, we 

believe that the internationalization will lead to an increase in the demand for co-living. As 
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European countries, including Sweden, are becoming increasingly urbanized, a variety of 

housing alternatives are important to incorporate to the housing stock. 

 

Investors have different target groups for their co-living solutions. However, most are turning 

their attention towards young adults since the demographic group is perceived to be more open-

minded towards shared living and can adapt to this living form. Following this reasoning, the 

potential for a significant demand is higher within this group and should be considered to be 

the target group with the most potential for this investment opportunity. Moreover, according 

to United Minds (2014), young adults prioritize location before the size of the apartment. 

Therefore, we believe that the concept would be the most successful at central locations. 

Otherwise, proximity to public transport is important. Moreover, an important element that 

landlords consider is the tenant-mix in the co-living apartment. It can be observed that the 

selection of tenants is crucial in order to achieve a harmonious and successful community of 

like-minded individuals. Therefore, the target group should have similar attitudes towards the 

living situation and vision for the community as a whole. However, due to the current acute 

shortage on the housing market, individuals that do not have a preference for shared living 

might consider co-living out of necessity. Consequently, these individuals might have a harder 

time adapting to this housing form, resulting in conflicts within the community. In order to 

avoid this, the selection process for tenants should be thorough.  

6.3 Flexibility 

The aspect of flexibility is crucial in the evaluation of the co-living concept as a prospective 

investment opportunity. The feature is perceived to add value and reduce risk of vacancy to the 

property, especially due to prevailing uncertain conditions. This added-value feature and risk 

reduction is not included in regular valuation approaches. However, the flexibility aspects of 

the concept are still crucial to investigate, and this competitive advantage can allow investors 

to adapt to a rapidly changing business environment. First, if the co-living concept is proven to 

be unsuccessful on the Swedish housing market, the property needs to be easily adapted for 

other utilization at lowest possible cost. We perceive elderly homes to be the most efficient 

form of conversion, due to its similar features. However, the more demonstrated alternative 

options, the higher the value for the property. In fact, a highly adapted solution for a specific 

target group can lead to inflexibility to convert the apartments to other utilizations. 

Furthermore, deviating from the current legal definitions and boundaries can reduce the 

flexibility for alternative use of the co-living apartments. Even though developers can generate 

cost savings by ignoring elements such as accessibility requirements for people with 

disabilities, this can lead to higher future costs. Second, investors need to consider the 

sustainability element of flexibility; property renovations accounts for one of the biggest 

emission sources overall. Following this, it is important to fully understand and manage 

flexibility and its different dimensions. The positive and negative aspects need to be compared; 

the costs of flexibility should not outweigh the potential benefits.  
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6.4 Investment Value 

Following the different factors that need to be considered when planning an investment in co-

living facilities, investors will culminate in distinctive investment values. As previously 

discussed, an investment value is an estimation of worth for a specific property owner. It 

reflects the benefits that this particular investor receives from holding the particular asset. The 

estimation is based on considerations regarding long stay and short stay income, rental levels, 

cost leakage and cap rates. Moreover, the derivation of investment value will differ 

predominantly due to different investment strategies. The strategic framework consists mainly 

of market research, defining investment goals, developing the strategy as well as implementing 

it. Accordingly, a strategic style is realized. Core investors focus on stable asset classes, while 

opportunistic investors seek riskier options where higher returns can be obtained. In other 

words, the investment opportunities are categorized based on expectations of risk and return. 

The co-living product is perceived to be an asset requiring extensive development and is 

associated with risk due to its newness. Therefore, the concept attracts opportunistic and value-

add investors, see the particular investment approach in Figure 6. Investors view the potential 

upsides from investing in co-living as very interesting; especially in terms of social and 

environmental aspects. 

 

Following this, each investor will incorporate the perceived return profiles and risk levels 

associated with the co-living concept. They will derive individual investment values and 

compare these to other investment options. Currently, the segment for investments in 

developments of rental housing is strong, one reason being that development projects involving 

tenant-owned apartments are not seen as equally profitable since prices are dropping. Investing 

in rental real estate is perceived to be a relatively safe investment. Moreover, due to uncertain 

market conditions and adjusted future expectations, investors are adopting their strategies 

accordingly, seeking new investment opportunities as others are becoming unprofitable.  
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Figure 6 - Investment approaches in regard to risk and return. 

 

6.5 Key Factors for Investment Analysis 

6.5.1 Utilizing a Co-living Operator  

 
Most of the participating investors lease out entire apartment blocks and utilize a co-living 
operator to manage the co-living facilities. This is foremost due to the lack of knowledge of the 
new product among investors. A negative aspect is that collaborating with an operator can 
lead to lower margins on the rental income compared to the alternative of operating the 
concept through in-house management. However, the extensive knowledge, developed software 
and mitigation of the vacancy risk promotes an operator. 
 
Rent 
 
Our perception is that most of the Swedish co-living investors rent out blocks of flats in their 

property to an operator. In this case, we can conclude that the generated rental income is similar 

to conventional rental apartments. The difference is that there is one large tenant with a long 

lease-term instead of many residents. If a shared-revenue contract would be adopted between 

the investor and operator, it could result in higher revenues for the property owner. However, 

we can conclude that none of the co-living investors involved in this study has used this type 

of contract yet. 

 

Operation and Maintenance Cost 
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If a property owner rents out blocks of apartments to an operator, most of the operating and 

maintenance is still done by the property owner. According to the interview participants, the 

operation and maintenance costs can be compared to what is expected for student 

accommodation. However, there are only a few finalized co-living projects to base this 

assumption on. Therefore, there is uncertainty regarding this assumption. This cost could be 

reduced by the extensive cleaning services of the common areas offered by the co-living 

operator. The operator is responsible for some of the maintenance in the facility, such as 

cleaning, water and heating, and tenant turnover costs. Moreover, administrative cost derived 

from the selection and management of tenants is handled by the operator. Accordingly, one 

could argue that the cost for the real estate owner could be lower compared to utilizing in-house 

co-living management.  

 

Vacancy 
 
The conclusion can be drawn that when an investor uses an operator to run the co-living 

apartments, the risk of vacancy decreases for the investor, since a long lease-term is adopted. 

Moreover, the operator is posed with the natural vacancy rate stemming from tenant turnover. 

However, the risk of default of the operator due to potentially low demand among prospective 

tenants is still present. In this case, once again, it is of vital importance that the real estate 

investor has incorporated flexibility into the building. Having an alternative use in the case of 

co-living not being as successful as expected can be a way to mitigate this risk. Nevertheless, 

since the product is new on the market, there is little information available regarding the default 

risk of a co-living operator. This risk will become apparent as the concept is more established 

on the market. However, based on our results from the conducted interviews combined with 

the Swedish residential outlook, we perceive this risk to be low. 

 

Occasionally, the co-living product can be compared to the co-working concept, since it has 

similar characteristics in terms of property owners renting out blocks of space to operators and 

in terms of flexibility. Nevertheless, we believe that these property types cannot be seen as 

comparable. During economic downturns, as unemployment rates increase, we would expect 

higher vacancy rates in co-working facilities. On the contrary, we believe that the co-living 

concept will not face the same type of issue. First and foremost, the prevailing housing shortage 

in larger cities such as Stockholm will, independent of the economic cycle, result in low 

vacancy rates in rental flats, co-living apartments included. Therefore, we believe that co-

living, compared to co-working, is a more stable product in terms of risk of vacancy and 

operator defaulting. Furthermore, rental apartments are predicted to gain traction during 

economic downturns, as flexible options become more attractive. 

6.5.2 In-house Co-living Management 

Currently, in-house management of co-living apartments is seldom adopted among investors. 
We recognize this to be an approach selected when the investor is eager to gain profound 
knowledge regarding the product and is afraid to lose insights when an operator is utilized. In-
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house management can also generate increased rental incomes, although in exchange for an 
increased level of risk and some cost elements.   
 
Rent 
 
In the case study, Sandström stated that COLIVE aims to charge a monthly cost of 6 500 SEK 

for approximately 21 sq.m. This is a typical contracted rent in desirable locations in Stockholm. 

This rent corresponds to an annual estimated rent of 3 800 SEK/sq.m for co-living apartments, 

see Appendix C for derivation of calculated rents. Worth noting is that service costs such as 

cleaning, Wi-Fi, community services and furnished common areas are included in this rent. 

This amount can be compared to newly built, regular rental apartments of a smaller size in 

central Stockholm, which typically also have a rent of around 3 800 SEK/sq.m.2. The annual 

SEK/sq.m. amounts to 3 200 SEK/sq.m for the Parkstråket-project. If we compare this rent to 

the rent of a conventional rental apartment in Haninge, amounting to 2 900 SEK/sq.m.3, we can 

conclude that co-living can generate a higher annual rental income. We observe similar rents 

in the two other COLIVE-projects, U25 and COLIVE LAB. Their contracted rents are 7 500-

11 000 SEK/month for an average living space of 25-30 sq.m. for each tenant. Based on these 

two projects, we estimate an average annual rent of 3 800 SEK/sq.m. However, the estimated 

annual rents for these projects differ substantially; the former has an annual rent of 

approximately 3 100 SEK/sq.m. and the latter has an annual rent of approximately 4 500 

SEK/sq.m. Conclusively, we observe the possibility to have higher rents for co-living 

apartments in central parts of Stockholm, compared to conventional rental apartments. 

However, as previously mentioned, one can question if this is a fair comparison since the tenant 

has access to more than only 20 sq.m. as well as additional services. Therefore, we propose 

future investors to evaluate alternative comparables for this type of housing form.  

 

Operation and Maintenance Cost 
 
The flexible contracts offered to the occupants result in a high tenant turnover which in turn 

generates higher operation and maintenance costs compared to regular rental apartments. The 

increased costs from tenant turnover was confirmed by Stena Fastigheter, an investor that 

expected higher costs for their co-living projects compared to their conventional rental 

apartments. In investment calculations for this housing type, we can assume that these costs 

can be equalized with costs for student housing. In the same way as for hotels, we can expect 

short life-expectancies for appliances as well as for other building elements, and therefore it is 

important that real estate owners choose robust material in the construction phase of the 

building in order to decrease these costs. Moreover, the additional services and amenities 

offered to co-living tenants will result in higher costs for the property owner. However, this in 

turn leads to an increased rent posed on the tenants that the landlord can enjoy.  

 
2 Standard rent for a newly built, three-room rental apartment (77 sq.m.) is 2 400-2 600 SEK/sq.m, in a central location in 
Stockholm. However, when we compare this rent to a smaller 21 sq.m. apartment, the rent is approximately 3 800 SEK/sq.m. 
(Svefa database 2020). 
3 Standard rent for a newly built, three-room rental apartment (77 sq.m.) is 1 900 SEK/sq.m, in the area of Haninge. However, 
when we compare this rent to a smaller 21 sq.m. apartment, the rent is approximately 2 900 SEK/sq.m. (Svefa database 2020). 
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In order to diminish the risk of excessive wear and tear during tenancy, COLIVE requires a 

security deposit to mitigate the issue arising from the agency dilemma. Hence, we assess this 

to be an option for future co-living owners as well. The deposit gives the tenants incentives to 

maintain the property in good condition.  

 
Vacancy 
 

One could argue that overall, newly built residential apartments have a higher vacancy rate 

than older units since these apartments often are associated with higher rents. Moreover, due 

to the short-term nature of the housing form of co-living, a real estate owner such as Stena 

Fastigheter, a company that runs the concept themselves, faces a higher risk of vacancy with 

this property type compared to conventional rental real estate. However, a common perception 

is that investors are willing to take on this risk in exchange for values that are not only 

economical.  

 

Still, one can discuss the level of vacancy risk. As previously stated, the number of newly built 

residential housing decreased during 2019 and it is highly doubtful that the building pace will 

increase during the current economic downturn. Hence, a big demand for residential housing 

among individuals will remain, lowering this risk. 

6.5.3 Evaluating Risk and Return  

 
We have come to the conclusion that stakeholders in the real estate sector are interested in the 

co-living concept. However, they perceive co-living as a risky asset. Having that said, we 

believe that this is mainly due to the newness and unfamiliarity of the product on the Swedish 

investment market. On the one hand, riskier assets often generate a higher required rate of 

return and some investors confirm that this is the case in their co-living investments. On the 

other hand, some state that their required rate of return for their co-living projects are the same 

as for their conventional rental facilities. We assess the utilization of an operator to generate 

similar key risks as for conventional rental apartments. The only additional risk is the newness, 

the unfamiliarity and the default risk of operators. The risk of having inadequate knowledge 

for this type of project can be lowered by utilizing a co-living operator. However, as this 

property type gains traction and interest in Sweden, we assess the additional risk of this asset 

to be more or less negligible. Conclusively, all of these things considered, we find that 

investors, who utilize an operator to sublet the apartments, could require the same rate of return 

as for conventional rental apartments. Information from our semi-structured interviews 

revealed that co-living is still a very small proportion of the investors’ total assets. Therefore, 

since many stakeholders focus on the average return from their total portfolios, this investment 

can generate other competitive advantages than just the economic values for investors. 

 
When a real estate owner chooses to operate the co-living concept themselves, we expect a 

slightly higher operational and maintenance cost. Moreover, the short-term nature of the 
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leasing terms could increase the vacancy risk posed on landlords. However, due to the current 

state of the housing market, we perceive this risk as negligible. Hence, we would expect 

investors who choose in-house facility management to require the same rate of return as if 

utilizing an operator. Property owners can enjoy slightly higher rents than those who choose to 

utilize an operator. However, the increased rents need to be weighed against the risk of higher 

vacancy rates. In addition, there are other reasons for why an investor would choose to operate 

the co-living facility by means of in-house management. An important aspect that was raised 

during the semi-structured interviews was the potential knowledge-loss from outsourcing the 

property management. We perceive that real estate owners who choose to invest and operate 

co-living facilities have a strategy to add value to their portfolio by developing this concept 

further. Since co-living requires extensive, continuous development in addition to the risk 

associated with the newness of the product, properties incorporating this concept are perceived 

to be opportunistic. In comparison, if an operator is utilized in a co-living project, the risk of 

having inadequate knowledge for the concept is lowered, and the investment style could be 

perceived more as a value-add.  

 

When comparing the product with co-working, we can conclude that the investment risk is 

higher for co-working. Residential property is considered as a stable real estate investment. 

Furthermore, the flexible rental characteristics are preferable during unstable conditions. As 

we know, the housing market has big flaws in Sweden and the building pace of new 

constructions does not seem to ameliorate the conditions over a foreseeable future. 

Conclusively, compared with offices, people always need somewhere to live, and therefore, 

the required rate of return is considered to be lower for this type of investment involving co-

living. See comparison to other investment opportunities in Figure 7. 

 

Figure 7 - Risk and return of co-living projects in comparison to other investment types. 
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Switching the use for co-living in the most convenient and efficient way would be to convert 

the usage into elderly or retirement homes, since the units are missing elements such as kitchens 

in the private rooms. Investors might get a higher value from a conversion towards 

conventional rentals, since a future transformation to tenant-owned apartments can lead to great 

profits. However, this conversion to rental units can be costly. Therefore, we suggest investors 

to evaluate this alternative only as an optional rearrangement.  

 

The required rate of return for elderly homes is higher and less independent of the location 

compared to conventional rental and co-living real estate. Worth noting is that the return differs 

a lot depending on if the tenant is a municipality or if it is a private company. A public tenant 

poses much less risk than a private tenant, hence a higher rate of return is required during 

private ownership. Since elderly homes are perceived to be the second-best use for co-living 

apartments, one could argue that a similar required rate of return should be adopted in co-living 

projects, reflecting the associated prospective return. However, as previously mentioned, this 

approach is not adopted in most cases. 

6.5.3.1 Diversification 

The co-living product enables investors to further diversify their real estate portfolios. Investors 

need to investigate these types of new investment opportunities and evaluate the construction 

of their portfolios to maximize their return given their risk appetite. Based on prevailing 

uncertain market conditions and future expectations, investors need to adapt and incorporate 

flexibility into their investment strategies, and it is perceived to be wise to hold a combination 

of assets in order to limit the exposure to a specific risk. Nevertheless, the product only 

constitutes a small fragment of the total stock and therefore, the potential diversification 

benefits could be debated. Moreover, diversification and different types of units can be 

incorporated into a single property, utilizing the facility in a better way. This does not only 

potentially generate an economic value; it also adds value to the social context with the mix of 

occupants. 

 

Since co-living is a new concept on the market, there is the possibility that the product is 

incorrectly priced compared to more mature products subject to more competition. Therefore, 

we want to highlight this investment opportunity in regard to the potential for excess profits.  

6.6 Sustainability 

Stakeholders agree that co-living improves the market conditions on the residential market, 

creating more sustainable moving patterns. This is particularly true for young adults, who are 

more or less excluded from the private housing market due to high equity requirements. 

Moreover, they usually have insufficient time in housing queues to obtain rental contracts. 

However, even though the first co-living projects in Sweden are targeted towards the younger 

generation, shared living spaces for the elderly would also ameliorate the very stagnated 

movement on the housing market in Sweden.  
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In addition, co-living opposes the Swedish tradition of living alone. As we have seen, a lot of 

studies show that this trend causes feelings of loneliness and depression. Research reveals that 

this is a prevailing problem among all age groups and supports the notion of co-living 

developments. Moreover, we see tendencies that apartment sizes are getting smaller and 

smaller. Questions arise regarding the impact this has on the mental health of tenants. Co-living 

could counteract this dilemma by offering a larger shared common area.  

 

Furthermore, the concept of co-living fits the aspirations to share more between individuals. 

The sharing of space, material and amenities lead to a sustainable environmental footprint and 

less carbon dioxide emissions. Of course, the extensive need for maintenance due to high tenant 

turnover has a negative environmental impact. Therefore, as previously mentioned, investors 

are encouraged to use sustainable material when developing co-living facilities to decrease 

these costs and the following impacts. Enabling more people to live in small and efficient 

spaces is in line with the goals of political policies. In Figure 8, we present in which way co-

living can contribute to the global goals and the Agenda 21.  

 

Co-living covers all three sustainable concepts. It can be seen as a “win-win” concept for both 

the investor and society as a whole. Moreover, people are becoming more informed and aware 

of new sustainable policies. Studies show that young adults to a higher degree value 

environmentally friendly consumption compared to older generations. Individuals can express 

their attitudes and take a stand against climate change through their accommodation choices. 

Therefore, being an investor who takes responsibility for social and environmental aspects can 

enjoy other values than just economical.   

 

To sum up this section, the motives for investing in co-living cannot only be examined in the 

light of economic profits. Investors or potential investors of co-living facilities identify benefits 

in forms of different types of goodwill. Being able to contribute, from both a social and 

environmental perspective, for the greater good, most certainly is beneficial for the reputation 

of the company. Nevertheless, investing in co-living can benefit the property owner through 

the opportunity to acquire land from municipalities as they offer affordable and sustainable 

forms of housing. This in turn creates opportunities for new real estate projects resulting in 

potential revenue streams. Moreover, having more tenants utilizing space in a property leads 

to a more efficient use of the housing stock, both from an economic and environmental 

perspective. Also, investing in a new type of housing product will probably increase the real 

estate owner’s number of clients, as the product can be targeted toward new potential target 

groups that were not reached previously.   
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Figure 8 - Sustainable contributions of co-living products. 

 

6.7 Future Outlook of Co-living 

The majority of real estate investors have a positive outlook on the co-living concept. The acute 

housing shortage supports the future development of rental real estate and other alternative 

forms of housing. Moreover, the aspect of rentals and flexible lease-terms might be more 

attractive in economic downturns, increasing the demand. Rent control is still prevailing on the 

Swedish rental market, something that has discouraged investments in this category. A more 

market-driven rental market would most certainly favor the co-living product as it has done in 

cities like London, Amsterdam and Copenhagen. Higher rents as opposed to conventional 

rental real estate would make the product more attractive. 

 

In fact, numerous trend reports show great conditions for the housing form to grow rapidly. 

Based on the empirical findings, we find it believable that co-living can grow with 

approximately 500 units per year. Subsequently, it will not become a dominant housing form 

for the time being. Investors that participated in this study also underlined the fact that their co-

living units are a very small proportion of their total residential housing stock. However, we 

can expect the product to be highly relevant for future residential investments.  

 

Co-living is a trendy version of the old form of collective housing. The new version fits today’s 

sustainable challenges from both social, environmental and economic perspectives. The 
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concept is established in other major cities around the world and it is gaining recognition on 

the Swedish housing market. COLIVE is experiencing a huge demand for their projects; the 

operator has a membership database consisting of 4 000 members. Nevertheless, this demand 

is perceived as a stated preference; the actual demand for co-living will be revealed in the future 

when the product is established on the market. Moreover, many investors have high 

expectations regarding the product, and some stakeholders are investing in co-living operators 

due to the perceived potential associated with the concept. In addition, we also perceive an 

opportunity to invest in co-living to gain knowledge and apply the concept of value-adding 

services to conventional rental real estate. 

 

Currently, we are in the middle of a devastating pandemic crisis. In a recent article published 

by Fastighetsnytt (2020b), an interview with the co-living operator COLIVE was conducted. 

The company could reveal that the so-called “Swedish co-living model” has been favorable in 

these conditions. “Our Swedish model is different from the Asian and American models, where 

tenants share bedrooms”, said Katarina Liljestam Beyer, one of the co-founders of the 

company. In economic downturns, one can argue that tenants might want to reduce their 

expenditures, e.g. additional service fees. On the other hand, a tenant might choose a more 

flexible housing form in unstable times, since the tenant-owned apartment is a riskier product 

involving increased personal debt. The theory of expectations explains that future expectations 

of new shifts in the marketplace causes investors to become more cautious. Nevertheless, the 

interest among the tenants applying for COLIVE-projects have not decreased since the current 

crisis broke out. In contrast, the operator still has plans to rapidly expand. This indicates that 

the housing shortage is severe enough in Sweden, to the point where the relatively high rent 

for co-living apartments is still attractive in spite of the poor economic outlook. 

 

The next question is, who are perceived to be the future investors of co-living? Prior to COVID-

19, Sweden experienced an increased interest from foreign investors on the real estate market. 

Opportunistic investors, such as Vonovia and Blackstone, were involved in larger transactions 

in Sweden during 2019. Now, the market has made an abrupt slowdown. When the market has 

stabilized, it is reasonable to believe that the interest from cross-border investors will rise again. 

It is safe to say that investors must, despite these turbulent times, allocate their capital 

somewhere and it is logical to assume that the rental segment can attract a lot of investors. Co-

living is a well-known product overseas and a more popular trend in other western countries. 

Having that said, there is a high probability that these properties will be bought with foreign 

capital. 

6.8 Limitations 

Qualitative research requires numerous discretionary choices from the researcher in order to 

bring a strong sense of ethics into the study. Therefore, ethical concerns have been taken into 

consideration throughout the whole inquiry process. For example, informed consent has been 

obtained during interviews for participation, audiotape recordings as well as for publishing the 

report. Moreover, in order to facilitate transparency, a full record of the qualitative research 

procedure has been maintained. An interview guide, see Appendix B, is used during the case 
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study and semi-structured interviews in order to incorporate constant methodological features 

throughout the study, increasing the validity, reliability and objectivity.  

 

A potential bias in the study is the “interviewer bias”, meaning that the interviewer has 

influenced the responses from the participant which could threaten the study’s reliability. For 

example, the use of leading questions may have influenced the answers by the participants. 

However, the interpretations of the given answers have been verified by the interviewees. 

Therefore, we do not perceive that it has reduced the reliability of the semi-structured 

interviews.  

 

The estimation risk in this analysis is regarded as considerable, since the rents of only two 

finalized co-living projects are investigated. As more units are developed and rents are 

established on the market, further analysis should be conducted, increasing the reliability of 

these variables. However, the research findings are perceived as being of high reliability since 

several stakeholders, including experts in the field, are interviewed. Moreover, since 18 

interviewees from 16 companies partook in the study, with different interests, perspectives and 

backgrounds, the validity of the report is perceived as high. The gender distribution among 

interview participants is rather uniform, see the distribution in Figure 9. We conclude that the 

group of interviewees is an adequate representation of the Swedish real estate market, which is 

known to be quite equal in terms of gender (Fastighetsnytt 2020c). 

 

Figure 9 - Gender distribution of interview participants. 
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7. Conclusion 

First and foremost, it is evident that there is a lack of knowledge among stakeholders regarding 

the co-living concept. Therefore, we perceive that this report provides interesting and valuable 

information, highlighting important elements for co-living investments. The aim of the study 

was to investigate vital core investment characteristics and factors incorporated into investment 

analyses adopted by investors, prior to co-living investments. Moreover, the advantages and 

drawbacks compared to conventional rental real estate investments were examined.  

 

After exploring the housing form, by conducting a case study in addition to semi-structured 

interviews with Swedish stakeholders, it can be concluded that a broad definition of the co-

living concept is favorable in order to attract a wider group of investors as well as tenants. It is 

important that investors niche their co-living product in regard to their business approach and 

objectives, which in turn will add value. Moreover, the product needs to be adjusted to the 

Swedish market, which is characterized by individualism, and promoted as a modern form of 

collective housing due to the current bad reputation.  

 

It was found that most co-living projects are targeted towards young adults. We perceive this 

target group to be more open-minded than older generations, being more aware of the 

sustainable benefits of the concept. Moreover, we observe the rapidly growing co-living trend 

in other countries and the recognition is unfolding in Sweden as well. The operator COLIVE 

has an extensive waiting list for their projects and investors are seeing the potential in the 

housing form and choosing to invest in co-living operators and projects. Due to the state of the 

Swedish residential investment market and the economy as a whole, investors are seeking 

opportunities to allocate capital in the rental segment since it is perceived as being a relatively 

low-risk investment.  

 

Investing in co-living property involves several factors that need to be considered prior to an 

investment and these differ from conventional rental real estate. Utilizing a co-living operator 

generates a similar level of rental income as in the case of renting the units to regular tenants. 

Currently, the contracts are based on a fixed rent. However, we encourage investors to review 

these rental structures in order to create a more profitable business. As can be seen in other 

countries, a revenue-based contract can be favorable. The operation and maintenance costs are 

seen as comparable to student housing. However, the operator is posed with several of these 

cost factors, lowering the property owner’s cost. In this case, the real estate owner faces low 

vacancy risk since the co-living operator takes on this risk. Nevertheless, the project is 

associated with default risk of the operator as well as risk of potential conversion if the concept 

would be unsuccessful. Based on the conducted interviews, co-living investors adopt the same 

required rate of return for these investments since the product is a minor part of the whole real 

estate portfolio. Moreover, the investor can gain other benefits than purely economical, such 

as an increased goodwill.  

 

Real estate owners can choose to operate the concept in-house in order to gain the full 

knowledge regarding the product. In this case, we recognize the potential to enjoy a higher 
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rental income compared to conventional rental real estate. However, this comparison is not 

truly fair, since the rent posed on co-living tenants includes a service fee as well as access to 

larger common areas. On the other hand, the operation and maintenance costs are increased in 

addition to the property owner facing vacancy risk when choosing in-house. The high tenant 

turnover leads to an increased vacancy risk as well as further costs. However, due to the current 

housing shortage on the Swedish market, we perceive this risk as negligible.  

 

Investors are willing to take the associated risk posed by the newness of the co-living product 

in order to enjoy multiple benefits. These include opportunities to increase goodwill, acquire 

new customers as well as land from municipalities and to gain knowledge regarding the concept 

that could be applicable for other housing forms. It is important to incorporate flexibility into 

this product to mitigate the risks associated with an unsuccessful project. However, the benefits 

of flexibility need to be weighed against the required costs. In conclusion, we perceive co-

living to be a valuable addition to the real estate portfolios of investors. It aids investors to 

diversify their investments and to offer more solutions to their clients. The products add value 

in several dimensions; economic, societal and environmental.  

7.1 Further Research 

There is still much left to explore in this field as the tenure form is rapidly gaining popularity. 

First, the authors suggest future research in other countries where co-living has or is becoming 

a prominent form of accommodation to gain more knowledge and perspectives on the subject. 

Moreover, the covered Swedish co-living projects utilize fixed-rental contracts between 

landlord and operator. However, it would be of interest to examine other types of contractual 

structures which are applied in other countries. 

 

Second, in the near future, when co-living has become an established housing form in Sweden 

and transactions involving this housing type has been made, further analysis in regard to these 

purchases should be made. 

 

Third, additional studies are encouraged regarding aspects such as legislation, appraisal 

approaches and tenant perspectives, which are outside of the scope of the report. 

 

Finally, the authors have experienced difficulties in comparing investments ratios derived from 

co-living projects. Since the access of space differs from other residential housing forms, the 

authors encourage future researchers to examine and develop better ratios which can enable 

comparison of key characteristics of co-living in a more efficient and correct way. 
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Appendix A - Interviewees 

 
Name Interviewee 

code 
Company Title Type of actor in field Date Type of 

interview 
Lars Johnsson P3 Folksam Property Director Insurance company/Property 

Investor 
2020-02-19 Personal 

meeting 
Joanna Berg P2 Atrium Ljungberg Former Head of Business Development - 

Housing  
Property owner, Developer, 
Manager 

2020-02-19 Phone 

David Karlsson P4 NCC Project Manager Construction and Property 
Developer 

2020-02-28 Phone 

Christoffer Börjesson E2 Fastighetsägarna Chief Digital Officer Property Federation and Services 2020-03-02 Personal 
meeting 

Magnus Cederberg I1 AF-Bostäder Head of Property Development Student Housing Developer, Owner 
and Manager 

2020-03-03 Phone 

Emmelie Sjögren I6 Stena Fastigheter Property Developer Property Developer, Owner and 
Manager 

2020-03-03 Phone 

Emma Sarin I4 HSB ProjektPartner AB Chief Sustainability Officer Cooperative Housing Association 2020-03-04 Phone 

Åke Gunnelin  E1 KTH Professor at Division of Building and 
Real Estate Economics 

University 2020-03-04 E-mail 

Jenny Jonsson I3 ByggVesta Vice President of Strategic Development Property Developer 2020-03-05 Phone 

Sofia Wäborg P5 Skanska Business Developer / Project Manager Construction 2020-03-06 Phone 

Linda Teng I2 Akademiska Hus Housing Developer Property Developer, Owner and 
Manager 

2020-03-09 Personal 
meeting 

Anders Lif P1 Areim Responsible for Residential 
Developments 

Property Owner and Fund Manager 2020-03-20 Phone 

Ali Ali & Anton Björck I5a, I5b Rikshem Business Developer and Project Manager Property Owner 2020-04-06 Phone 

Susann Linde 
 

Wallenstam Chief Financial Officer Property Developer, Owner and 
Manager 

2020-04-01 Phone 

Urban Wihlborg & 
Marcus Anneroth 

 
Wallenstam Project Manager and Junior Project 

Manager 
Property Developer, Owner and 
Manager 

2020-03-09 Personal 
meeting 

Malin Sandström 
 

COLIVE Project Manager Co-living Operator 2020-05-05 E-mail 
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Appendix B – Interview Guide with General Interview Questions  

Questions have been adjusted to fit the specific real estate stakeholder, their attitude and 
engagement in the co-living concept.  
 
Work and Company-related questions.  

● How long have you been working at Company X?  
● What is your title and responsibilities? 
● Could you tell us about Company X’s co-living projects (if there are any)? 

View on Co-living  

● What has made Company X interested in the concept of co-living? 
● Do you perceive a general interest among real estate owners for co-living?  
● How do you define the concept of co-living? 
● What is the target group for the co-living product? 
● Why would a tenant choose to live in a co-living apartment rather than in a 

conventional rental apartment? Do you perceive a general demand from tenants and is 
it expected to be a long-term demand?  

● What does co-living facilities need to offer in order to be competitive in regard to 
conventional rental apartments?  

● Why would a tenant disregard the option to live in a co-living apartment? 
● Is Company X interested in other types of alternative housing forms? 
● What type of social problems could co-living help to improve? 
● In what way could co-living be perceived as a non-sustainable concept (from an 

economic, social and environmental perspective)? 
● Does depreciation regarding these co-living facilities deviate from conventional rental 

real estate? 

Investment-related questions  

● What made Company X invest in co-living? 
● How does investing in co-living affect your brand image? Positively or negatively? 
● What is Company X’s real estate portfolio constructed of? Why? 
● What benefits could be derived from a co-living investment? Short- and long-term.  
● What are the risks associated with a co-living investment? Short- and long-term.  
● How do you measure the risk for vacancy in your investment analysis?   
● Are there higher operation and maintenance costs compared to conventional rental 

real estate? 
● What is most important to study in order to get a successful co-living investment? 

What information is lacking on the market? 
● Do you perceive flexibility of properties as an important factor to consider prior to 

investment? 
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Operator  

● Does Company X manage the co-living concept through in-house management or do 
outsource to a co-living operator? 

● What does Company X’s contract with the operator look like? Lease term? Rent 
structure? 

● How are responsibilities divided between property owner and operator? 
● What factors affect the rents to the operator?  
● What factors affect the rents to the tenants? Are the rents higher for co-living than for 

conventional rental apartments? 

Future Outlook 

● What do you think about the future outlook of the Swedish rental market? 
● What do you think about the future outlook of co-living properties in Sweden? 
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Appendix C - Calculated Rent from COLIVE 

 Parkstråket U25 COLIVE LAB COLIVE's ambition 
Location Haninge Lidingö Södermalm - 
Private lettable area (sq.m.) (6-16) (13-16) (7-17) - 
Common lettable area (sq.m.) (62-92) 60 150 - 
No of roommates (5-6) 4 (11-12) 6 
Monthly rent (SEK) (6 500-7 000) 7 644 9 530 6 600 
Total no. of shared apartments 17 3 1 - 
Annual rent (SEK) 84 000 91 728 114 360 79 200 
Average lettable area 26 30 26 21 
Annual SEK/sq.m. 3 231 3 058 4 398 3 771 

Source: COLIVE (2020) 
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Appendix D - Construction Plan for Typical Co-living Flat 
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