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2.4 million US dollars – that is the record-
breaking price paid for a plot of digital real 
estate in the Decentraland environment 
in November 2021.1 The “metaverse” is 
the talk of the town, and not only because 
of the enormous sums people are willing 
to pay for digital assets. Everyone from 
major corporations to innovative startups 
is in the media spotlight for creating new 
virtual worlds at breakneck speed2 or 
for testing new use cases and business 
models in these brave new worlds. The fact 
that people are buying, building on and 
finding novel ways to use virtual land is 
also creating new opportunities for the 
traditional real estate industry in the 
metaverse.

There are two technological tools that 
are enabling the new opportunities in 
the metaverse. The first thing we need 
is blockchain technology, which is used 
to manage all issues pertaining to the 
ownership of digital assets. In particular, 
blockchain algorithms allow for certifying 
and protecting ownership, carrying out 
transactions or assigning usage rights. 
This ties in with the cryptocurrency 
used to purchase these digital rights 
and properties in the form of so-called 
non-fungible tokens (NFTs)3.4 The second 
thing we need is virtual and augmented 
reality technology, the key to designing 
these immersive, virtual worlds.

Something that we should not lose sight 
of, however, in all the euphoria is this: 
The potential to profit in this space may 
be huge, but these investments are highly 
speculative and should be classified as 
such. Much like our experience with the 

internet back in the 1990s, it is difficult to 
predict in what ways and to what extent 
the metaverse phenomenon will have 
a long‑term impact.

Above all, we have to address the 
widespread anxieties about the underlying 
technologies if we want to open up 
the metaverse to the broader public. 
For instance, a lot of people are still 
unclear about how to buy and trade 
cryptocurrencies and NFTs.

Regardless of the considerable challenges, 
stakeholders in the real estate industry 
can find real opportunity and prospects 
for success in the metaverse, particularly if 
they can find, validate and successfully test 
innovative use cases.

Real estate in the metaverse still in the 
experimental stage
There are a wide variety of platforms where 
users can buy and sell digital land, with The 
Sandbox, Decentraland and CryptoVoxels 
most prominent at present. In these virtual 
worlds, users can move around freely and 
interact with each other. They are free to 
design and monetize the land they own 
in any way they choose. As digital spaces, 
however, the way we create and manage 
real estate assets is very different to the 
conventional processes in real life (IRL). 
Some factors will vary widely, from the 
necessary technical expertise and time 
horizons to risk and tied-up capital.

The same cannot be said for the way we 
use these properties. The first use cases 
have already been translated directly from 
the real world into the virtual space: for 

example, users have hosted concerts on 
digital land,5 or opened art galleries.6 The 
island nation of Barbados made headlines 
when they opened a digital embassy in 
the metaverse.7 A number of big brands 
in fashion and consumer electronics have 
already taken initial steps to set up virtual 
experiences in the metaverse.8 Unbound 
by the laws of physics, there is no limit 
to the creative ways we can use this 
technology. Users are free to design and 
utilize the property however they choose.

The market is still relatively manageable. 
The three largest platforms generated 
a total volume of 458 million US dollars9 
with NFT transactions in 2021.10 By 
contrast, transactions on the IRL real 
estate market in 2020 amount to a total 
of 310 billion euros11 in Germany alone 
(~350 billion US dollars).12 Figure 1 shows 
the trends in NFT sales over time.

We can clearly see how the hype 
around the metaverse has ebbed and 
flowed. Towards the end of October 
2021, the transaction volume increases 
dramatically, driven mainly by Facebook’s 
announcement that the company intends 
to focus more on metaverse applications 
moving forward. The fact that they kicked 
off the announcement with a name change 
to “Meta” highlighted their ambitions and 
sent a strong signal to the public.13 By 
November 24, 2021, The Sandbox was 
reporting record sales of nearly 16 million 
US dollars. Despite a brief decline in 
the curve until about mid-December, 
transaction figures have consistently 
stayed above the baseline since that time.
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Figure 1. Value of NFT transactions on the major metaverse platforms over time in US dollars

These trend lines are a good indicator of 
the present mood. Although the initial hype 
is over for the time being, the issue remains 
relevant, and we are still seeing major deals 
go forward. In the past, we have often seen 
high tech trends like these develop in fits 
and starts. Major innovations – new virtual 
or augmented reality headsets, for example 
– could trigger another sizeable surge.

One striking thing about recent 
developments is the dominant position 
of The Sandbox. Almost 70 percent of 
the transactions from 2021 took place on 
the platform (Decentraland: 24 percent, 
CryptoVoxels: 6 percent).14 The high market 
concentration is not necessarily unusual. 
As social media has shown us, the more 
users you have, the more appealing your 
metaverse platform will become. The 
number of applications and experiences 
offered on a platform is also a huge draw 
for users. And with the users themselves 
(co-)designing them, they just keep getting 
better and better.

With a self-perpetuating upward spiral like 
this, we typically see one or a few platforms 
emerge and dominate the market. The past 
has also shown, however, that not all of the 
original pioneers manage to survive. We 
could end up with a fragmented market 
that supports a wide variety of platforms. 
The fact that there are open interfaces 

enabling NFT owners to use virtual assets 
(such as fashion) on every platform favors 
this scenario.

In other words, the race for the top 
metaverse platforms is still wide open. 
New players are still flooding into the 
market, hoping to profit from the current 
hype. And big brands that have already 
amassed considerable market power and 
built a big user base – for instance, social 
networks or virtual gaming platforms – are 
eager to seize the opportunity that comes 
with first‑mover advantage. They have the 
scale to develop competitive products 
in house as well as the financial scope to 
mount a targeted M&A strategy for existing 
platforms.

Great potential, but success comes 
with strings attached 
In principle, a lot of business models in 
the traditional real estate sector have 
excellent potential in the metaverse. 
Real estate investors can generate income 
by renting out their properties and profit 
as the value of the digital land appreciates. 
Among potential tenants are, for example, 
companies looking to use a particular 
location for advertising or for a special 
event. As users are free to design the plots 
as they wish, they can come up with their 
own design or create a virtual version of 
an existing building. The properties also 

often provide interactive content such as 
mini‑games. For some time, brokers for 
metaverse properties have already been 
targeting this market, offering support for 
a variety of activities.15

The metaverse is still in its infancy and the 
growth potential is massive. Depending 
on their ability to gain popularity, we can 
expect certain spaces within the metaverse 
to attract more virtual crowds than others. 
That means the value of the real estate and 
land nearby – not unlike IRL properties – 
will increase significantly. Having a property 
in these hip virtual neighborhoods will 
give potential tenants and buyers a lot 
of attention and considerable prestige. 
In other words, they will likely be prepared 
to pay a high price.

The reality is this: the ability to succeed 
with an investment in virtual real estate will 
greatly depend on the future popularity of 
the metaverse platforms. The potential for 
value gains in the relevant cryptocurrencies 
amplifies this effect. Along with the upside, 
popularity also carries the greatest risk 
potential; success comes with a series of 
strings attached. On the one hand, we 
have to make the metaverse a lot more 
user‑friendly. Handling cryptocurrency is 
still a complex endeavor, and transferring 
virtual goods between platforms is still only 
possible to a limited extent. 
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We also have to face the fact that end 
users have yet to embrace Extended 
Reality (XR) headsets. Our Tech Sector 
Briefing on the metaverse outlines the 
various reasons why, but also highlights 
the enormous potential for the metaverse 
and XR to work together. We cannot expect 
these technologies, and consequently the 
metaverse, to gain widespread adoption 
among the general public if we are unable 
to make access to both cryptocurrencies 
and XR much, much easier.

Next, we have to make gatherings in 
the digital space into a crowd-pleasing 
pastime. They have a greater chance of 
succeeding, if we can provide a variety of 
content and experiences in these spaces 
that invite users to go out and explore the 
virtual world. One example of this would 
be metaverse showrooms, where fashion 
brands present their creations, both real 
and virtual.

If metaverse platforms fail to gain 
widespread popularity, digital properties 
may also lose their appeal. The challenge 
is to make the activities on the metaverse 
platforms so compelling that users prefer 
them to private gatherings in other virtual 
rooms. Technology providers can facilitate 
these gatherings, similar to the video calls 
we all use today, relying on technologies 
administered on their own servers.

One of the most critical factors for the 
success of virtual real estate investments is 
the choice of platform. While we are seeing 
some candidates with promising prospects 
emerge, future success is not a given. 
New players could displace the current 
heavyweights with a more attractive 
range of features and cause the value of 
investments on the old platforms to crash. 
Uncertainty therefore remains high in this 
initial phase.

The choice of location within a platform 
will be equally decisive. Much like IRL 
properties, the number one rule in real 
estate is “location, location, location”. 
Of course, travel times and transit links are 
less important in the metaverse, where 
avatars can just jump from place to place. 

We can still expect zones with varying 
degrees of popularity to emerge, where 
certain user groups gather for various 
reasons.

Steer clear of speculative deals and 
keep a sharp eye on market trends
With these risks in mind, the virtual 
property market in the metaverse is clearly 
extremely speculative. In the worst‑case 
scenario, investors could lose everything. 
We wouldn’t advise investing at a scale 
that could jeopardize a company’s future. 
A better strategy would be to make 
targeted small investments across different 
platforms as part of the innovation budget. 
This gives players an opportunity to try 
out different approaches or novel ideas, 
gathering some initial experience in the 
metaverse in the process.

If we reflect on the developments we have 
seen on the metaverse in terms of buying 
and selling virtual real estate, there are 
clear implications for companies eager 
to actively exploit these opportunities. 
Companies can either acquire the expertise 
they need by recruiting service providers or 
partner companies or by putting the right 
specialists on their own staff.

Some of the necessary roles will be IT 
experts and professionals with specialized 
skills that have not been needed to 
date. New job profiles from graphic and 
experience designers to 3D architects 
and community managers are just a few 
examples from a long list of possible 
positions. The key challenges here will be 
the talent search and recruiting process 
as well as the effective on‑boarding of new 
staff in existing teams and hierarchies. 
Since there are unlikely to be many direct 
synergies with the traditional core business 
for the moment, it is important to take 
a reasonable, proportionate approach.

Real estate players may also consider 
collaborating with tech companies. This 
will not only provide the requisite skills 
and additional expertise from subject‑
matter specialists, but also help to identify 
promising opportunities in good time – and 
make the most of them as well.
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