
    September 28, 2022 • Institutionalinvestor.com

The Best Real Estate Returns Come 
After Recessions
The current market dislocation in the real estate market will likely generate 
strong vintage returns in 2023 and 2024, according to Cohen & Steers.

 

 

 

 

public peers. But it will. 
“Listed tends to lead private real estate in both 

selloff and recovery during recessionary peri-
ods,” according to the report. “Differences in the 
real-time pricing of listed REITs and private real 
estate can create significant short-term disloca-
tions. By understanding the leading and lagging 
behaviors of private and listed markets, real estate 
investors may be able to tactically allocate at dif-
ferent times across the two asset classes, seeking 
to take advantage of how markets have priced in 
current conditions.”
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By Hannah Zhang

  Amid a slow down in the economy, higher financ-
ing  costs,  and  mounting  fears  of  a  recession,  real 
estate  values  are  fast  declining.  But  the  downturn 
is an opportunity for investors who stick with their 
real estate holdings — or invest more — during the 
downturn.

  In fact, superior returns in real estate tend to fol-
low recessionary periods, according to the latest re-
port from Cohen & Steers, which has $88 billion in 
assets, including $56 billion in real estate.

  “When you look back, whether it’s on the pub-
lic  or  private  side,  the  best  returns  in  real  estate 
follow  periods  of  economic  and  capital  markets 
disruption,” James Corl, head of private real estate
at Cohen & Steers, told II. “It’s just axiomatic that 
once  we  pass  the  point  of  maximum  uncertainty 
in  the  markets…you  can  see  some  very  interest-
ing  returns.  But  the  setup  for  that  is  going  to  be 
painful.”

  Real  Estate  Investment Trusts  are  already  down 
17.4  percent  through  August  as  measured  by 
FTSE  Nareit  All  Equity  REITs  Index,  according 
to the report, called “Recession and the Roadmap 
for  Listed  and  Private  Real  Estate.”  But  the  drop 
is  in  line  with  the  historical  performance  of  RE-
ITs  during  recessions.  Private  real  estate,  which 
is  valued  quarterly,  hasn’t  yet  caught  up  with  its
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Investors may have opportunities in private real 
estate for a number of years. “Against the backdrop 
of our base case of an average recession, we expect 
private real estate values to sell off as much as 15 
percent,” wrote the authors of the report. “A deep 
recession, though unlikely in our view, could pos-
sibly push prices down as much as 25 percent.”

Cohen & Steers argues that the market is al-
ready in a “shallow recession” after a few quarters 
of negative GDP growth. Investors who can take 
advantage of the current real estate market dislo-
cation will reap attractive returns in the next two 
years, according to Corl. “Because of the big reset 
[in pricing], I think 2023 and 2024…will likely be 
very strong,” he said. 

Real estate will continue to serve as a hedge 
against inflation. Sectors with shorter lease dura-
tions, such as self-storage and hotels, can adjust 

rents quickly to keep pace with inflation. These 
sectors demonstrate greater cyclicality and can 
serve as a buffer against inflation, according to 
the report.

Technology will also play a key role in deter-
mining winners and losers in different real estate 
sectors. According to Cohen & Steers, cell towers, 
healthcare facilities, and data centers are “emerg-
ing secular winners” as a result of tech innovations 
over the past few years. Real estate in the Sunbelt 
and so-called surban areas are also new opportu-
nities as people have moved out of some urban 
areas into less dense cities and suburbs across 
the country. 

“It’s very difficult to paint the whole real estate 
market with a broad brush,” Corl said. “Some 
opportunities and areas are a lot less obvious [in-
vestments] than others.”
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Please see important disclosures and risks below. 

By clicking on the third-party link above you will be leaving the Cohen & Steers website. Please 
note that we are providing the link to this third-party website only as a convenience and the 
inclusion of a link to the linked site does not imply any endorsement, approval, investigation, 
verification or monitoring by us of any content or information contained within or accessible 
from the linked site. We do not control the accuracy, completeness, timeliness or 
appropriateness of the content or information on the linked site and you will be subject to its 
terms of use and privacy policies, over which we have no control. In no event will we be 
responsible for any information or content within the linked site or your use of the linked site. 
By continuing to the linked site you agree to the foregoing. 

Data quoted represents past performance, which is no guarantee of future results. The 
information presented does not reflect the performance of any fund or account managed or 
serviced by Cohen & Steers, and there is no guarantee that investors will experience the type 
of performance reflected. 

There is no guarantee that any market forecast set forth in this article will be realized. There is 
no guarantee that any historical trend referenced herein will be repeated in the future, and 
there is no way to predict precisely when such a trend will begin. The mention of specific 
securities is not a recommendation or solicitation to buy, sell or hold any particular security 
and should not be relied upon as investment advice. 

This article is for informational purposes and reflects prevailing conditions and our judgment as 
of the date of this material, which are subject to change. This material should not be relied 
upon as investment advice, does not constitute a recommendation to buy or sell a security or 
other investment and is not intended to predict or depict performance of any investment. This 
material is not being provided in a fiduciary capacity and is not intended to recommend any 
investment policy or investment strategy or take into account the specific objectives or 
circumstances of any investor. We consider the information in this article to be accurate, but 
we do not represent that it is complete or should be relied upon as the sole source of 
appropriateness for investment. Please consult with your investment, tax or legal professional 
regarding your individual circumstances prior to investing. 

Risks of Investing in Real Estate  

Private real estate investments are illiquid and susceptible to economic slowdowns or 
recessions and industry cycles, which could lead to financial losses and a decrease in revenues, 
net income and assets. Lack of liquidity in the private real estate market makes valuing 
underlying assets difficult. Appraisal values may vary substantially from a price at which an 
investment in real estate may actually be sold.   
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