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This year the global economy has been defined by uncertainty. Volatility and confusion have combined to convulse financial 

markets on an almost daily basis. 

The noise generated from these events has spilled over into real estate and has caused some market participants to pause 

in an effort to achieve some sort of clarity. 

But we are clear about where we see potential value and believe we are in the early stages of a potentially generational 

investing opportunity in real estate. 

Confidence during times like these comes from focusing on facts that have shown to be true. We know that values have 

reset significantly over the last three years, which is a widespread phenomenon that has appeared across real estate 

markets globally. 

We also know that supply has been constrained, and occupancy rates are high in most property types. Meanwhile, the cost 

of capital is stabilizing, and debt is plentiful across a diverse array of lenders.

These are all strong factors in why we believe the time is now to invest despite the uncertainty blurring the picture at the 

macro level. The question remains though of exactly how to navigate the opportunity at a time of such extreme uncertainty.

Hearing the signal through the noise is critical. One clear signal is that capital is being reallocated from the U.S. to 

Europe and Asia – according to AFIRE’s most recent survey, 63% of non-US investors have a negative view of the U.S. 

despite intending to continue allocating to the market. Investors are rethinking their capital allocations and focusing on their 

home market. This is particularly pronounced with German investors.

On the other hand, an area where there is a lot of noise is the supply change implications of tariffs. The generally accepted 

wisdom is that companies are looking to move but the signal we are getting from our tenants is clear: they are more 

focused on trying to understand where tariff negotiations will settle, rather than changing where their operations take place . 

In Mexico, most of our tenants are multinational companies that have set up nearshoring operations to access the US 

market, and currently none have expressed any interest in leaving the country. Similarly, our conversations with local 

institutional investors in Mexico suggests no loss of faith in the country’s nearshoring trend. 

There is also noise about data center development, with some expressing concern that there is an arms race by technology 

companies to announce ever larger data processing requirements linked to artificial intelligence investment. The reality is 

that many data center operators are aware that when technology companies announce their data center investments, they 

overstate their requirements and end up needing less. 
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In other words, there is a difference between the (very big) numbers announced and what technology companies end up 

needing, and therefore what ends up getting developed. The restated demand is still much higher than supply, so 

fundamentals are strong once the headline announcement figures are contextualized. 

Another consideration is understanding that now, more than ever, different geographic regions offer different dynamics. 

The U.S. appears to be moving from exceptionalism to a form of ‘new realism’. Lower economic growth and more elevated 

inflation could indicate lower real estate returns than expected just a few months ago. This reality focuses minds on where 

resilient opportunity lies. For us, is affordable and senior housing are promising, both of which are underpinned by 

entrenched demographic and supply/demand factors.

Meanwhile, Europe’s new desire for self-reliance creates the prospect of significant state-led investment. While economic 

growth is still very low, this investment could bolster a market that already benefits from a low cost of capital, low supply, a 

recovering transaction market, and which has experienced a significant repricing. 

Asia is differentiated primarily by having the highest growth potential. Australia offers one of the best risk-adjusted 

investment opportunities at the moment, with tight occupier markets and the potential for cap rate compression as interest 

rates come down. Japan’s shift from deflation to inflation is creating the race by technology companies to announce ever 

larger data processing requirements linked to artificial conditions for sustainable long-term growth, including all major 

property types in Tokyo and Osaka. 

Finally, investors should be able to pinpoint pockets of resilient income growth. Real estate is recovering but a re-run of 

the post financial crisis years where ultra-low interest rates lifted all real estate sectors in unison is not likely. Credit 

represents one of the most significant opportunities. New loan coupons are high, reflecting higher base rates and 

competitive lending margins. Equally, higher rates can help moderate leverage levels; and elevated buy-in yields, low 

attachment points and improving credit profiles should support attractive returns.

Within asset classes, not every logistics asset may deliver good performance, but we believe the fundamentals for infill 

assets are very strong. In housing, focusing on supply constrained sub-markets and on affordability are key. 

These themes are underpinned by long term trends but analyzing local dynamics can throw up tactical opportunities too. 

The upsurge in tourism in Southern Europe and Japan has created a squeeze on hospitality assets. Grocery anchored retail 

has proven resilient in the US, Europe and Australia. Australia and Japan have an under-supply of appropriate office assets 

as the appetite for working in-person has bounced back.

Our challenge as real estate investors is to shut out the noise beyond our sector. Ambiguity is uncomfortable, but we saw 

from the period following the global financial crisis that the most compelling investment opportunities present themselves at  

the start of a cycle. 

The last few months may have slowed the pace, but the recovery appears to already be underway. This is the time for 

seasoned investors to demonstrate the benefit of their experience and to be selective, not on the sidelines.
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Important Information 

For Professional and Institutional Investors only. All investments involve risk, including the possible loss of 
capital. Past performance and target returns are not a guarantee and may not be a reliable indicator of future 

results.

PGIM Real Estate is the real estate investment management business of PGIM, the principal asset management business 

of Prudential Financial, Inc. (“PFI”), a company incorporated and with its principal place of business in the United States. 

PGIM is a trading name of PGIM, Inc. and its global affiliates. PGIM, Inc. is an investment adviser registered with the U.S. 

Securities and Exchange Commission (the “SEC”). Registration with the SEC does not imply a certain level of skill or 

training. PFI of the United States is not affiliated in any manner with Prudential plc, incorporated in the United Kingdom or  

with Prudential Assurance Company, a subsidiary of M&G plc, incorporated in the United Kingdom. Prudential, PGIM, their 

respective logos and the Rock symbol are service marks of PFI and its related entities, registered in many jurisdictions 

worldwide. For more information, please visit pgimrealestate.com. 

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 contained herein has been obtained from sources that PGIM Real 

Estate believes to be reliable as of the date presented; however, PGIM Real Estate cannot guarantee the accuracy of such 

information, assure its completeness, or warrant such information will not be changed.  The information contained herein is 

current as of the date of issuance (or such earlier date as referenced herein) and is subject 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. 
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Confidential - Not For Further Distribution

Risk Factors

Investments in commercial real estate and real estate-related entities are subject to various risks, including adverse 

changes in domestic or international economic conditions, local market conditions and the financial conditions of tenants; 

changes in the number of buyers and sellers of properties; increases in the availability of supply of property relative to 

demand; changes in availability of debt financing; increases in interest rates, exchange rate fluctuations, the incidence of 

taxation on real estate, energy prices and other operating expenses; changes in environmental laws and regulations, 

planning laws and other governmental rules and fiscal policies; changes in the relative popularity of properties risks due to  

the dependence on cash flow; risks and operating problems arising out of the presence of certain construction materials; 

and acts of God, uninsurable losses and other factors. As compared with other asset classes, real estate is a relatively 

illiquid investment. Therefore, investors' withdrawal requests may not be satisfied for significant periods of time. In addit ion, 

as recent experience has demonstrated, real estate is subject to long-term cyclical trends that give rise to significant 

volatility in real estate values. An investor could lose some or all of its investment. Real estate investment trusts (REITs) 

may invest in equity securities of issuers that are principally engaged in the real estate industry. Therefore, an investment in 

REITs is subject to certain risks associated with the real estate industry and, more generally, the public markets.

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 investment committees with respect to decisions made on underlying investments or transactions. In 

addition, research personnel may receive incentive compensation based upon the overall performance of the organization 

itself and certain investment funds or products. At the date of issue, PGIM Real Estate and/or affiliates may be buying, 

selling, or holding significant positions in real estate, including publicly traded real estate securities.  PGIM Real Estate 

affiliates may develop and publish research that is independent of, and different than, the recommendations contained 

herein.  PGIM Real Estate personnel other than the author(s), such as sales, marketing and trading personnel, may provide 

oral or written market commentary or ideas to PGIM Real Estate’s clients or prospects or proprietary investment ideas that 

differ from the views expressed herein.  Additional information regarding actual and potential conflicts of interest is available 

in Part 2 of PGIM’s Form ADV. 

Informational Purposes

These materials are for informational or educational purposes. In providing these materials, PGIM (i) is not  acting 

as your fiduciary and is not giving advice in a fiduciary capacity and (ii) is not undertaking to provide  impartial 

investment advice as PGIM will receive compensation for its investment management services. 
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These materials do not take into account the investment objectives or financial situation of any client or 

prospective clients. Clients seeking information regarding their particular investment needs should contact their 

financial professional. 

The information contained herein is provided on the basis and subject to the explanations, caveats and warnings 

set out in this notice and elsewhere herein. Any discussion of risk management is intended to describe PGIM 

Real Estate’s efforts to monitor and manage risk but does not imply low risk. 

These materials do not purport to provide any legal, tax or accounting advice. These materials are not intended 

for distribution to or use by any person in any jurisdiction where such distribution would be contrary to local law or 

regulation.
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