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Many U.S. property types have strong fundamentals. According to data from Nareit, many property types 
continue to exhibit growing cash flows, stable operating results, and occupancy rates above long-term averages. Such 
strong fundamentals have helped same-store net operating income growth outpace inflation. And while rent growth 
is normalizing from historically elevated levels due to near-term uncertainty, we think long-term demand drivers are 
supportive for several essential property types. In our view, sectors like residential, industrial and health care remain 
supported by good supply and demand trends, while low-quality office assets are likely to remain challenged.

The Opportunity in Listed  
Commercial Real Estate
It’s hard to look at the news lately without seeing a negative headline about U.S. commercial real estate. 
According to many of the headlines, U.S. commercial real estate is poised for a wave of defaults and valuation 
resets, and is likely to be a canary in the coal mine signaling potential danger ahead for financial markets.

Is the situation as dire as headlines suggest? We do not believe so. We do think that defaults are likely  
to occur, but we do not expect them to be broad-based. In our view, the defaults will primarily be in 
challenged property sectors, such as office, or among properties experiencing asset-specific issues such  
as demand and cash flow challenges. Outside of sectors or assets facing these specific challenges, we expect 
any defaults that arise will be due to asset-level financing issues, such as high leverage levels and interest rate 
resets. However, we find the vast majority of publicly traded real estate investment trusts (REITs) are much 
better positioned, with strong fundamentals, low default risk and compelling valuations presenting  
an attractive opportunity for investors. 

U.S. REIT OCCUPANCY R ATES ARE GENER ALLY ABOVE THE HISTORICAL AVER AGE
U.S. REIT occupancy rates for 20-year period ended December 31, 2022

As of December 31, 2022. Source: Nareit. All Equity REITs is defined by the FTSE Nareit All Equity REITs Index, which is a free-float adjusted, market 
capitalization-weighted index of U.S. equity REITs.
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Balance sheets are generally strong across the U.S. REIT universe. U.S. REITs have been significantly reducing 
leverage since the Global Financial Crisis, and they now have a roughly 34% debt-to-market-asset value, as the chart 
below shows. 

As shown below, interest coverage ratios have also improved as leverage levels have fallen. More than 85% of U.S. 
REITs have interest coverage above 3x, up from roughly 40% in 2007. Additionally, weighted average term to maturity 
increased to 82 months at the end of 2022 from 69 months at the end of 2006. The high interest coverage and long term 
to maturity limit the risk of defaults, with interest rate and refinancing risks appearing minimal for the broad asset class.

REIT LEVER AGE HAS DECLINED SINCE THE FINANCIAL CRISIS
U.S. REIT Debt-to-Market-Asset Value 

INTEREST COVER AGE R ATIOS HAVE IMPROVED 
Distribution of Interest Rate Coverage Ratios 

As of December 31, 2022. Source: Nareit. Leverage refers to the percentage of debt to the value of market assets. 

As of December 31, 2022. Source: S&P Capital IQ Pro, Nareit. 2007 is the comparison year, as it was the Global Financial Crisis, the last time there was 
major stress in the commercial real estate market. 
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Valuations are very compelling relative to history. While fundamentals remain strong and balance sheets  
have improved, the unprecedented inflation spike and increasing borrowing costs have exerted tremendous  
downward pressure on real estate securities in recent quarters. As a result, global listed real estate is trading  
at discounts well below historical averages. 

We believe real estate equity prices have overcorrected to the downside by a wide margin. The current discount 
relative to real estate net asset values (NAV) is the widest we have seen in some time. History suggests buying real 
estate equities at such deep discounts can result in potential strong absolute returns potential over the long term.

As of March 31, 2023. Source: UBS Global Real Estate Research; Brookfield Public Securities Group research and estimates. 

CURRENTLY, GLOBAL LISTED REAL ESTATE IS TRADING AT DISCOUNTS WELL BELOW HISTORICAL AVERAGES 
Global Historical Premium/Discount to NAV (12/31/2000-3/31/2023)
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TODAY’S ENVIRONMENT REQUIRES AN ACTIVE APPROACH
Given the reset in valuations, improved balance sheets and strong fundamentals across the asset class, we think  
global listed real estate potentially offers an attractive entry point into a compelling long-term opportunity. But in our 
view, an active approach to listed real estate is imperative to effectively navigating the current environment and capturing  
the opportunity.

Active managers can be selective in terms of property type, asset quality and valuation. We believe they can avoid 
property types and assets where today’s stress and troubled balance sheets are concentrated. Instead, they can focus  
on the highest-quality assets and management teams, and position portfolios accordingly as the operating environment 
changes and attractive risk-adjusted opportunities present themselves.
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IMPORTANT DISCLOSURES
All investing involves risk. The value of an investment will  
fluctuate over time, and an investor may gain or lose money,  
or the entire investment. Past performance is no guarantee  
of future results. All real estate investments, ranging from equity 
investments to debt investments, are subject to some degree 
of risk. Real assets include real estate securities, infrastructure 
securities and natural resources securities.

©2023 Brookfield Public Securities Group LLC (“PSG” or “the Firm”). 
Brookfield Public Securities Group LLC is an SEC-registered investment 
adviser and is registered as a portfolio manager in each of the provinces 
and territories of Canada and represents the Public Securities Group 
of Brookfield Asset Management Inc., providing global listed real assets 
strategies including real estate equities, infrastructure equities, multi-
strategy real asset solutions and real asset debt. PSG manages separate 
accounts, registered funds and opportunistic strategies for institutional 
and individual clients, including financial institutions, public and private 
pension plans, insurance companies, endowments and foundations, 
sovereign wealth funds and high-net-worth investors. PSG is an indirect, 
wholly-owned subsidiary of Brookfield Asset Management Inc., a leading 
global alternative asset manager. The information in this publication is 
not and is not intended as investment advice, an indication of trading 
intent or holdings, or prediction of investment performance. Views and 
information expressed herein are subject to change at any time. Brookfield 
disclaims any responsibility to update such views and/or information. This 
information is deemed to be from reliable sources; however, Brookfield 
does not warrant its completeness or accuracy. This publication is not 
intended to and does not constitute an offer or solicitation to sell or a 
solicitation of an offer to buy any security, product or service (nor shall any 
security, product or service be offered or sold) in any jurisdiction in which 
Brookfield is not licensed to conduct business and/or an offer, solicitation, 
purchase or sale would be unavailable or unlawful. Opinions expressed 
herein are current opinions of Brookfield Public Securities Group LLC, 
including its subsidiaries and affiliates, and are subject to change without 
notice. Brookfield Public Securities Group LLC, including its subsidiaries 
and affiliates, assumes no responsibility to update such information 
or to notify clients of any changes. Any outlooks, forecasts or portfolio 
weightings presented herein are as of the date appearing on this material 
only and are also subject to change without notice. Past performance is 
not indicative of future performance, and the value of investments and 
the income derived from those investments can fluctuate. Future returns 
are not guaranteed, and a loss of principal may occur. Investing in MLPs 
involves material income tax risks and certain other risks. Actual results, 
performance or events may be affected by, without limitation, (1) general 
economic conditions, (2) performance of financial markets, (3) interest rate 
levels, (4) changes in laws and regulations and (5) changes in the policies of 
governments and/or regulatory authorities.

FORWARD-LOOKING STATEMENTS
Information herein contains, includes or is based on 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
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 also 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 Public Securities Group LLC does not own 
or participate in the construction or day-to-day management of the indices 
referenced in this document. The index information provided is for your 
information only and does not imply or predict that a Brookfield Public 
Securities Group LLC product will achieve similar results. 

This information is subject to change without notice. The Indices 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 indices 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 Public Securities Group LLC or any of its products or services.

INDEX DEFINITIONS
The FTSE Nareit All Equity REITs Index is a free-float adjusted, market 
capitalization-weighted index of U.S. equity REITs. Constituents of the index 
include all tax-qualified REITs with more than 50 percent of total assets in 
qualifying real estate assets other than mortgages secured by real property.  
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