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Falling inflation and sluggish growth are providing 
central banks with room to cut interest rates this 
year, potentially as early as 2Q24. At the same 
time, real estate values had another weak quarter 
in 4Q23 as they further adjusted to higher rates 
and an illiquid market environment. As a result of  
lower values and improving sentiment, our 
outlook is that the turning point for values will 
come in the middle of  2024 (Exhibit 1).

There are some variations by sector. In logistics, 
data centers and hotels, values have already fallen 
a long way and these sectors have a resilient rental 
growth outlook that is supported by structural

trends, such as rising digitalization and a bounce 
back in tourism. Values in these sectors don’t have 
to adjust much further to represent target yields, 
which are consistent with long-term fair value 
(Exhibit 1). 

In other sectors, the value correction has further 
to run either because target pricing is still some 
way off  (i.e., in retail) or because the rental growth 
outlook is less certain and liquidity is very low, 
which could mean values will overshoot (i.e., in 
office). However, falling interest rates are set to 
reduce pressure on values to fall beyond 2024 in 
all sectors. 
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When Are Real Estate Values Expected to Stop 
Falling?
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Sources: PMA, Cushman & Wakefield, CBRE, PGIM Real Estate. As of February 2024.
Forecasts are not guaranteed and  may not be a reliable indicator of future results.

Exhibit 1: Real Estate Value Correction Nearly Done

Prime Nominal Capital Value Index, Europe All Property 
(4Q21=100) 

Prime Market Yield Correction to Target Acquisition Yield 
by Sector

Forecasts point to capital values 
reaching a trough by mid-2024.
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Opportunities are most compelling in 
sectors that have repriced significantly, 
and which have relatively strong 
occupier and rental growth forecasts.
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Important information (continued)
GENERAL/CONFLICTS OF INTEREST

These materials represent the views, opinions and recommendations of the author(s) regarding the economic conditions, asset classes, 
securities, issuers or financial instruments referenced herein.  Distribution of this information to any person other than the person to 
whom it was originally delivered and to such person’s advisers is unauthorized, and any reproduction of these materials, in whole or in 
part, or the divulgence of any of the contents hereof, without prior consent of PGIM Real Estate is prohibited. Certain information 
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to change without notice. PGIM Real Estate has no obligation to update any or all of such information; nor do we make any express or 
implied warranties or representations as to the completeness or accuracy or accept responsibility for errors. 

These materials are not intended as an offer or solicitation with respect to the purchase or sale of any security or other 
financial instrument or any investment management services and should not be used as the basis for any investment decision.  
Past performance is no guarantee or reliable indicator of future results. No liability whatsoever is accepted for any loss 
(whether direct, indirect, or consequential) that may arise from any use of the information contained in or derived from this 
report. PGIM Real Estate and its affiliates may make investment decisions that are inconsistent with the recommendations or 
views expressed herein, including for proprietary accounts of PGIM Real Estate or its affiliates.

The opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not 
intended as recommendations of particular securities, financial instruments or strategies to particular clients or prospects. No 
determination has been made regarding the suitability of any securities, financial instruments or strategies for particular clients or 
prospects. For any securities or financial instruments mentioned herein, the recipient(s) of this report must make its own independent 
decisions.  

Conflicts of Interest: Key research team staff may be participating voting members of certain PGIM Real Estate fund and/or product 
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receive incentive compensation based upon the overall performance of the organization itself and certain investment funds or products. 
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publicly traded real estate securities. PGIM Real Estate affiliates may develop and publish research that is independent of, and different 
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