
We believe an allocation to real estate can help insulate a portfolio from the negative effects of 
inflation. Rents can often be increased along with inflationary expectations, and sometimes even 
in excess of inflation. In addition, the value of real estate assets tends to increase as replacement 
costs rise. As a result, we find that real estate has performed relatively well historically during 
periods of above-average inflation.

REAL ESTATE HAS GENERATED STRONG RETURNS AMID HIGH INFLATION 
Average Quarterly Returns When U.S. Consumer Inflation Was Higher Than Average

1
Real estate is well  
positioned for inflation.

2
Rising rates aren’t always 
negative for real estate.

6 Takeaways on Real Estate Markets Today

Markets have been volatile in 2022 amid concerns about rising rates, inflationary pressures and geopolitical developments, 
leaving many investors wondering about the implications for real estate. 

As one of the world’s largest investors in real estate, we have over $250 billion in assets under management across public 
and private real estate markets and strategies. Here are six key takeaways from our unique insight into U.S. real estate  
markets today.

As of December 31, 2021. Source: Bloomberg, National Council of Real Estate Investment Fiduciaries. Higher-than-average inflation  
is measured as when the year-over-year U.S. Consumer Price Index exceeded 4%. During those periods, we examined the average  
quarterly returns of private U.S. real estate (as measured by the NCREIF Property Index (NPI)); U.S. equities (as measured by the  
S&P 500 Index); and U.S. fixed income (as measured by the Bloomberg US Aggregate Bond Index). The 44-year time period represents 
the number of years since the inception of the NPI. See disclosures for full index definitions. Past performance does not guarantee 
future results. It is not possible to invest directly in an index.

REAL ESTATE RETURNS HAVE BEEN POSITIVE DURING PAST TIGHTENING CYCLES 
Private U.S. Real Estate Returns During Periods of Monetary Tightening

Increases in rates are often viewed as negative for real estate. But if rates are moving higher as 
a result of a strong economic backdrop, we feel real estate can benefit. Historically, private real 
estate returns have been positive during Federal Reserve tightening cycles.

Private U.S. Real Estate U.S. Equities U.S. Fixed Income
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As of December 31, 2021. Source: Bloomberg. Periods of monetary tightening are measured by increases in the federal funds rate. Private 
U.S. real estate is represented by the NCREIF Property Index (NPI). Past performance does not guarantee future results. It is not 
possible to invest directly in an index. 
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6 Takeaways on Real Estate Markets Today

3
The strength of the  
rental real estate market  
can persist thanks to  
longer-term tailwinds. 

The residential real estate sector—composed primarily of apartments and single-family rentals—
has produced strong returns in recent years. The primary factor driving recent strength across 
residential rentals is the lack of affordable homes for sale. Construction of new homes over  
the last decade has slowed significantly from historical levels and has not kept pace with  
demand. This “underbuilding gap,” which takes time to solve, has helped drive up housing  
prices. Homeownership has become less affordable and accessible, and therefore increased  
the attractiveness of renting. Other tailwinds are supporting the sector too, including shifting 
demographics and housing preferences. 

A SHORTAGE OF HOMES TO PURCHASE IS BENEFITING RENTALS 
U.S. Housing Completions, 1968-2021 (thousands)
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As of December 31, 2021. Source: Bloomberg, U.S. Census Bureau. 

4
We see opportunities  
in alternative  
property types.

We see investment tailwinds across several “non-core” property types. One example is entertainment 
studio and production facilities. The digital entertainment content industry is seeing tremendous 
growth as streaming subscription services drive stable, long-term revenue. We also like the 
fragmented self-storage sector, where we see consolidation opportunities.

OPPORTUNITIES BEYOND ‘NON-CORE’ PROPERTY SECTORS

SELF STORAGE 
Economically defensive asset class  
with strong fundamentals; certain  

markets warrant caution

STUDIOS/PRODUCTION FACILITIES
Asset class supported by continued  

demand for entertainment  
and content creation

As of February 28, 2022. Source: Brookfield Research. 



6
Industrial demand  
remains robust,  
but valuations  
require discipline.

The rise of e-commerce in recent years has spurred demand for industrial real estate, driving  
up rents and prices within the sector across markets. Demand drivers show no signs of slowing. 
However, elevated valuations in many markets and accelerating new supply highlight the need  
for a disciplined approach to underwriting asset purchases.

INDUSTRIAL VALUATIONS ARE ELEVATED AS NEW SUPPLY GROWTH IS ACCELERATING 
New Supply Growth (% of Existing Supply) 

6 Takeaways on Real Estate Markets Today

5
Opportunities are  
emerging in real estate 
debt, particularly in  
floating-rate securities.

We see meaningful opportunities emerging within the real estate debt market. We believe the recent 
repricing of real estate credit, as shown by higher commercial mortgage-backed securities (CMBS) 
spreads, has created attractive relative valuations. Within real estate credit, we think floating-rate 
securities represent good risk-adjusted opportunities and are well positioned to help insulate  
a portfolio against a rising-rate environment.

RECENT REPRICING OF REAL ESTATE DEBT HAS CREATED ATTRACTIVE RELATIVE VALUATIONS 
CMBS Spreads to U.S. Treasurys, Sept. 2021 – March 2022

As of January 24, 2022. Source: Green Street Advisors.
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As of March 31, 2022. Source: Bloomberg. The line represents the option-adjusted spread to Treasury of the Bloomberg US CMBS 2.0 
Baa Index Total Return Index. Data shown encompass the six months ending at March 31, 2022. 
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DISCLOSURES
©2022 Oaktree Capital Management, L.P.; ©2022 Brookfield Oaktree Wealth Solutions LLC; and ©2022 Brookfield Public Securities Group LLC. Brookfield Oaktree Wealth Solutions LLC and 
Brookfield Public Securities Group LLC (“PSG”) are subsidiaries of Brookfield Asset Management Inc. (“Brookfield”). Brookfield Oaktree Wealth Solutions LLC is registered as a broker-dealer with 
the U.S. Securities and Exchange Commission (“SEC”) and is a member of the Financial Industry Regulatory Authority, Inc. (“FINRA”) and the Securities Investor Protection Corporation (“SIPC”).

This commentary and the information contained herein are for educational and informational purposes only and do not constitute, and should not be construed as, an offer to sell,  
or a solicitation of an offer to buy, any securities or related financial instruments. This commentary discusses broad market, industry or sector trends, or other general economic or market 
conditions, and it is being provided on a confidential basis. It is not intended to provide an overview of the terms applicable to any products sponsored by Brookfield Asset Management Inc.  
and its affiliates (together, “Brookfield”).

Except where otherwise noted, this commentary contains information and views as of April 2022, and such information and views are subject to change without notice. Some of the information 
provided herein has been prepared based on Brookfield’s internal research, and certain information is based on various assumptions made by Brookfield, any of which may prove  
to be incorrect. Brookfield may not have verified (and disclaims any obligation to verify) the accuracy or completeness of any information included herein, including information that has been 
provided by third parties, and you cannot rely on Brookfield as having verified any of the information. The information provided herein reflects Brookfield’s perspectives and beliefs as of the  
date of this commentary.

FORWARD-LOOKING STATEMENTS
Information herein contains, includes or is based upon forward-looking statements within the meaning of the federal securities laws, specifically Section 21E of the Securities Exchange Act of 1934, 
as amended, and Canadian securities laws. Forward-looking statements include all statements, other than statements of historical fact, that address future activities, events or developments, 
including, without limitation, business or investment strategy or measures to implement strategy, competitive strengths, goals, expansion and growth of our business, plans, prospects and 
references to our future success. You can identify these statements by the fact that they do not relate strictly to historical or current facts. Words such as “anticipate,” “estimate,” “expect,” 
“project,” “intend,” “plan,” “believe” and other similar words are intended to identify these forward-looking statements. Forward-looking statements can be affected by inaccurate assumptions 
or by known or unknown risks and uncertainties. Many such factors will be important in determining our actual future results or outcomes. Consequently, no forward-looking statement can be 
guaranteed. Our actual results or outcomes may vary materially. Given these uncertainties, you should not place undue reliance on these forward-looking statements. 

INDEX PROVIDER DISCLOSURES
The quoted indexes within this publication are unmanaged and cannot be purchased directly by investors. Index performance is shown for illustrative purposes only and does not predict or depict 
the performance of any investment. There may be material factors relevant to any such comparison, such as differences in volatility and regulatory and legal restrictions between the indexes 
shown and any investment in a Brookfield strategy, composite or fund. Brookfield obtained all index data from third-party index sponsors and believes the data to be accurate; however, Brookfield 
makes no representation regarding its accuracy. Indexes are unmanaged and cannot be purchased directly by investors. Brookfield does not own or participate in the construction or day-to-day 
management of the indexes referenced in this document. The index information provided is for your information only and does not imply or predict that a Brookfield product will achieve similar 
results. This information is subject to change without notice. The indexes referenced in this document do not reflect any fees, expenses, sales charges or taxes. It is not possible to invest directly  
in an index. The index sponsors permit use of their indexes and related data on an “as is” basis, make no warranties regarding same, do not guarantee the suitability, quality, accuracy, timeliness 
and/or completeness of their index or any data included in, related to or derived therefrom, and assume no liability in connection with the use of the foregoing. The index sponsors have no liability 
for any direct, indirect, special, incidental, punitive, consequential or other damages (including loss of profits). The index sponsors do not sponsor, endorse or recommend Brookfield or any of its 
products or services. Unless otherwise noted, all indexes are total return indexes.

INDEX DEFINITIONS
The Bloomberg US Aggregate Bond Index is a broad-based, market-capitalization-weighted bond market index representing intermediate-term investment-grade bonds traded in the United States. 

The Bloomberg US CMBS 2.0 Baa Index is a rules-based index measuring the market of Baa-rated investment-grade commercial mortgage-backed securities (CMBS) 2.0 securities.

The Consumer Price Index (CPI) is a measure of the average change over time in the prices paid by urban consumers for a market basket of consumer goods and services. Indexes are available  
for the U.S. and various geographic areas from the U.S. Bureau of Labor Statistics.

The NCREIF Property Index (NPI) is the primary index used by institutional investors in the United States to analyze the performance of commercial real estate and use as a benchmark for actively 
managed real estate portfolios.

The S&P 500 Index is an equity index of 500 widely held, large-capitalization U.S. companies. 
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