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Coronavirus sensitivity

Sector sensitivity differs from previous recessions

Food &
Entertainment

Co-living
Student
Housing

Senior
Living

Hotels

Experiential
Shopping

Co-working

Convenience

Affordable housing

Industrial
Offices

Residential

Medical

Data Centers

Logistics

R&D

Cell towers

Historical economic sensitivity
Source: Green Street Advisors, Nuveen Real Estate
OPINION PIECE. PLEASE SEE IMPORTANT DISCLOSURES IN THE ENDNOTES
Perspectives in today’s real estate market

3

Tracking real time movements (country level)
Global Apple Mobility Trends: Place of Work
Index: 8/7/20 = 100
Peak-to-trough
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Economic scenarios and real estate implications
Nuveen Real Estate hypothetical economic scenarios loosely follow IMF global outlook
Scenario 1

Scenario 2

Scenario 3

•

Time limited shock; deep but shortlived recession

•

Extended lockdowns - epidemic
under control late Q3

•

Pandemic extends to 2021 with second
round of outbreaks

•

Pandemic comes under control in Q2

•

•

•

Major policy initiatives limit
corporate defaults and job losses

Deep recession extends into Q3; slow
recovery from Q4; rebound 2021

•

•

Bounce-back from Q4; pent up
demand stimulus from early 2021

Corporate defaults surge as finance
conditions tighten; job losses
intensify
+

Demand and activity collapse beyond
the direct impact of the health
emergency

•

Ballooning public debts and massive
bankruptcies leads to financial
instability

Real estate implications
~900
•

•

•

Prime rents stable (except retail) and
occupier markets slow down into
2021 as corporate sector takes stock;
rapid recovery from 2022
Cost of debt leads to short-lived,
modest yield rises for core in Q3 and
Q4 2020 primarily in riskier
cities/sectors

•

Prime rents contract modestly in
2021, improving from 2022
depending on market and sector

•

Prime rents fall rapidly from Q4 2020 to
2022; stable 2023. More volatile
markets feel greater pain

•

Core yield begin to rise slowly from
Q2 2020
intensifying
into 2021; fully
Stability
filter:
in
countries
re-priceCities
in
2022
with adequate

•

Yields rise sharply from Q4 2020 till
2022 – but not as damaging for core
income as in GFC

•

Opportunities
stability
for core investments
and very good for Value Add

•

Repricing late 2022/early 2023

Good opportunities for Value Add
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Asia Pacific
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Asia Pacific-specific view
Regional: While infections have started to fall
in Hong Kong and the state of Victoria, the
number of cases continue to rise in Japan, with
Tokyo and Osaka recording near daily record
highs. With the testing of dormitory workers
nearly completed, cases in Singapore are
expected to dip sharply in the coming weeks as
community infections over the past few weeks
have fallen to just a handful.

Australia:
The Federal government has raised the prospect
of further extensions to the JobSeeker
Supplement beyond December in order to
support the economy. States are also mulling an
extension of emergency relief measures for
commercial and residential tenants, ahead of
expiries at the end of September/October.

Market
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Risk

New Zealand
Singapore
South Korea
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Neutral
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China/Hong Kong:
China’s V-shape recovery is holding firm, with July exports posting a strong rebound even
as trade uncertainties is likely to persist on worsening U.S.-China geopolitical tensions.
Hong Kong’s sharp -9% real GDP growth contraction in Q2, on top of a similar drop in Q1,
mirrors the trend seen elsewhere across Asia Pacific. A recovery is expected in Q3, but
tighter physical distancing measures in August from renewed infections is likely to curtail
the pace of improvement.

Japan:
While overall consumption activity has picked up following the lifting of the state of
emergency, with pent up demand and cash handouts supporting goods consumption,
services demand is likely to stay weak due to the recent resurgent in new infections.

Prime: Resilient and fundamentally
strong markets and assets to provide
most attractive long-term income and
returns
Secondary: Pricing and income
security under pressure as financially
weak tenants are most vulnerable
under current setting
Development: Uncertainty
heightened in terms of construction
period and leasing discussions
Debt: Flight to safety assets and
increased banking stress provide
opportunities for lenders
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Lower for longer
5-year average returns for office
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Source: Nuveen Real Estate
Note: ‘O’ – Office, ‘R’- Retail
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Europe
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Overall state of the pandemic by early August 2020
Virus largely under control with a few localized, well contained, reoccurrences

Regional: Real time data shows an uneven recovery from
lockdowns. In Germany, Austria, Denmark, Sweden and the
Netherlands socio-economic life has returned to something close
to normal with restaurant bookings and retail footfall less than
20% below normal, while some other countries notably the U.K.
have suffered from a so far more sluggish recovery.
Southern Europe is negatively impacted by the dearth of tourists,
but on the positive side retail footfall here appears to be close to
normal again.

Virus still not
fully under
control
Last economy

to emerge
from lock-

Emerging in

May benefit from

down

relatively good

re-shoring

shape from
Pandemic
France has
finally re-

The volume of European commercial real estate investment
transactions plunged to the lowest three-month level since 2014 in
Q2 2020, according Real Capital Analytics’ European Capital
Trends Q2 2020 report, as the €50.1 billion invested represented a
32% fall form Q2 2019. However, the completion of a handful of
large deals in the period, notably in Germany, still underpinned
activity relative to other global regions. Volumes across Europe
have held up better than some other markets in North America and
Asia Pacific.
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Source: Nuveen Real Estate
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Other forecasters are more optimistic
Control of the virus, fiscal strength and dependence on service industry key for 2020
performance
GPD growth % p.a., 2019. 2020 und 2020-2024
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United States
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U.S.-specific view
Regional: The trajectory of the virus will determine the trajectory of the
U.S. recovery – both remain highly uncertain as of mid-August 2020. The
number of coronavirus cases remains elevated in the U.S. with more than
5 million Americas infected, representing 25% of total cases worldwide.
Apple Mobility (driving) data suggests no pronounced change in mobility
across the U.S. since mid-June.
The July employment report was positive as the U.S. economy registered
a gain of 1.8 millions jobs and the unemployment rate fell a full
percentage point to 10.2%. Retail stores and restaurants accounted for
half of job gains in July. While businesses have rehired nearly half of
workers who lost their jobs due to the pandemic, the U.S. labor market is
still down 13 million jobs since February 2020. Labor force participation
fell in July across all demographics in the prime working age cohort. The
St. Louis Fed Financial Stress Index, which measures both fixed income
and equity market volatility, was below its long term average for the week
ending July 31st. Financial market volatility rose in March and again in
June and early July as cases spiked across most U.S. states. In early
August, President Trump revealed four new executive orders for relief
including enhanced unemployment insurance, temporary cut to payroll
taxes, eviction protection and student loan payment deferral extensions.
It is widely expected that lawmakers will agree to provide an additional
fiscal stimulus package in the coming months.
According to Green Street’s Commercial Property Price Index, aggregate
U.S. real estate values were down 11.2% since the beginning of the
pandemic. Property values fell in April and May but held steady in June
and July. Malls and lodging properties have seen values fall 25% in the
last six months. Meanwhile industrial, manufactured homes, medical
office and life science values have fallen less than 5.0% during the
pandemic.

Sector

Risk

Office
Retail
Industrial
Housing

Debt
Favorable
Neutral
Unfavorable
Office: CBRE-EA reports U.S. office vacancy rose to 13% in Q2
from 12.3% in Q1. During the quarter there was 21.4 msf of
negative net absorption. Downtown office vacancy rose 80 bps
during Q2 to 11.4% and suburban vacancy rose 60 bps to
13.8%.
Retail: Headwinds likely to accelerate retailer bankruptcy
filings. Major retailers to file bankruptcy thus far include: Lord
& Taylor, Ascena Retail (Lane Bryant, Ann Taylor), Brooks
Brothers, J.C. Penney, J. Crew, Neiman Marcus, True Religion,
24 Hour Fitness and Modell’s Sporting Goods.
Industrial: During Q2, U.S. warehouse availability rose 10
bps to 7.9%, according to CBRE-EA. During the quarter there
was 18.8 msf of net absorption, the lowest level since Q3 2010.
Housing: The National Multifamily Housing Council’s rent
tracker shows 79.3% of households paid their rent by August
6th compared to 77.4% in July.
Debt: Difficulty financing transitional properties as few
lenders want to take on this type of risk.
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U.S. property values continue to trend down
Aggregate U.S. property values remain 11.2% below pre-pandemic pricing and are down 10%
compared to last year. Property values were unchanged in July 2020 relative to June 2020
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Source: Green Street Advisors, Nuveen Real Estate
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Real estate investing in light of the pandemic
Key takeaways
Macro backdrop
• The last 30 years of cap rate compression is likely over given the very low interest rate environment across developed markets
• The next decade is likely to be slow growth given high government debt burdens post-coronavirus, favoring property types that
rely less on economic growth to generate income
• More pandemics are likely to occur in the future which means real estate portfolios need to positioned for more resilience
from a property type, city and tenant perspective
Thematics
• Coronavirus has not caused a paradigm shift for real estate, rather it has accelerated already-present underlying trends such
as:
•
•
•
•
•
•

A further push towards online shopping
The restructuring of retail real estate – retailers with strong balance sheet to survive and take more market share as weak retailers
file bankruptcy
A rise of the digital economy
De-globalization, re-routing of supply chains
Movement towards the suburbs and the sunbelt cities
Destruction of wealth during this crisis leads to more demand for all forms of rental housing

Sectors
• Highest long term conviction around the alternative property types in housing, industrial/logistics, technology and healthcare
• Definitions of core and alternative sectors will likely need to be re-visited in a post-coronavirus world
• Getting the sectors and city calls ‘right’ generates the majority of real estate’s alpha
Cities
• Large expensive cities such as New York City, London or Singapore to see near term rental and value declines but in the longer
term will survive and thrive as rents and values get reset
• Movement towards the suburbs and the sunbelt cities in the U.S. and lower cost, high quality of life cities in Europe

Source: Nuveen Real Estate
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Important information

This material may contain “forward-looking” information that is not purely historical in
nature. Such information may include projections, forecasts, estimates of yields or
returns, and proposed or expected portfolio composition. Moreover, certain historical
performance information of other investment vehicles or composite accounts managed
by Nuveen may be included in this material and such performance information is
presented by way of example only. No representation is made that the performance
presented will be achieved, or that every assumption made in achieving, calculating or
presenting either the forward-looking information or the historical performance
information herein has been considered or stated in preparing this material. Any
changes to assumptions that may have been made in preparing this material could have
a material impact on the investment returns that are presented herein by way of
example.
This material is not intended to be relied upon as a forecast, research or investment
advice, and is not a recommendation, offer or solicitation to buy or sell any securities or
to adopt any investment strategy. The information and opinions contained in this
material are derived from proprietary and non-proprietary sources deemed by Nuveen to
be reliable, and not necessarily all-inclusive and are not guaranteed as to accuracy.
There is no guarantee that any forecasts made will come to pass. Company name is
only for explanatory purposes and does not constitute as investment advice and is
subject to change. Any investments named within this material may not necessarily be
held in any funds/accounts managed by Nuveen. Reliance upon information in this
material is at the sole discretion of the reader. Views of the author may not necessarily
reflect the view s of Nuveen as a whole or any part thereof.
Past performance is not a guide to future performance. Investment involves risk,
including loss of principal. The value of investments and the income from them can fall
as well as rise and is not guaranteed. Changes in the rates of exchange between
currencies may cause the value of investments to fluctuate.

This information does not constitute investment research as defined under MiFID.
Issued by Nuveen Real Estate Management Limited (reg. no. 2137726), (incorporated
and registered in England and Wales with registered office at 201 Bishopsgate, London
EC2M 3BN) which is authorised and regulated by the Financial Conduct Authority to
provide investment products and services. Telephone calls may be recorded and
monitored. The value of an investment and the income from it can fall as well as rise and
you may not get back the amount originally invested. YOUR CAPITAL IS AT RISK.
Real estate investments are subject to various risks, including fluctuations in property
values, higher expenses or lower income than expected, and potential environmental
problems and liability. Please consider all risks carefully prior to investing in any
particular strategy. A portfolio’s concentration in the real estate sector makes it subject to
greater risk and volatility than other portfolios that are more diversified and its value may
be substantially affected by economic events in the real estate industry. International
investing involves risks, including risks related to foreign currency, limited liquidity
particularly where the underlying asset comprises real estate, less government
regulation in some jurisdictions, and the possibility of substantial volatility due to adverse
political, economic or other developments. Any assumptions made or opinions
expressed herein are as of the dates specified or if none at the document date and may
change as subsequent conditions vary. In particular, this document has been prepared
by reference to current tax and legal considerations that may alter in the future. This
document may contain “forward-looking” information or estimates that are not purely
historical in nature. Such information may include, among other things, illustrative
projections and forecasts. There is no guarantee that any projections or forecasts made
will come to pass.
Nuveen Real Estate is a real estate investment management holding company owned
by Teachers Insurance and Annuity Association of America (TIAA) . Nuveen Real Estate
securities products distributed in North America are advised by UK regulated
subsidiaries or Nuveen Alternatives Advisors, LLC, a registered investment advisor and
wholly owned subsidiary of TIAA, and distributed by Nuveen Securities, LLC, Member of
FINRA and SIPC. Nuveen, LLC ("Nuveen") provides investment advice and portfolio
management services through TIAA and over a dozen affiliated registered investment
advisers. Nuveen Real Estate is an investment affiliate of Nuveen.
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All information is sourced by Nuveen Real Estate. This material is provided for
informational or educational purposes only and does not constitute a solicitation of any
securities in any jurisdiction in which such solicitation is unlawful or to any person to
whom it is unlawful. Moreover, it neither constitutes an offer to enter into an investment
agreement with the recipient of this document nor an invitation to respond to it by making
an offer to enter into an investment agreement.
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