An Overview of the
Real Estate Market

When it comes to real estate, most people think about
homeownership. A central part of wealth building is home
equity, and it is often a significant contributor to net worth.
But real estate is much more than simple homeownership and can now be
integrated as part of a diversified portfolio. The asset class was historically
used by the ultra-wealthy, but over the last 50+ years, new structures and
market developments have made access to real estate more available. Today,
technology has enabled new ways to participate in the marketplace, such as
participating in digital platforms that enable crowd-sourced investing.
In this piece, we’ll dive into the different types of real estate and discuss
potential market opportunities.

1. COMMERCIAL REAL ESTATE
Whether it’s your favorite shopping mall in the Midwest, your local CVS, or
that luxury store in Manhattan – commercial real estate is integrated into our
everyday lives. It's estimated that the size of the U.S. commercial real estate
market size is $1.1 trillion.1
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Businesses and sophisticated market participants often
access opportunities through large deals (tens of millions
and up), but the investment rationale is the same as
it is for the residential market: the potential for capital
appreciation and consistent income.

That said, there are many different types of residential
real estate, including owner-occupied single-family
homes, single-family rentals, condominiums/townhomes,
cooperatives (Co-ops), mobile and boat homes, and duplex
and triplexes.

Commercial real estate is generally considered to be real
estate used for business purposes, including office space,
retail space, malls, hospitality property, parking lots, movie
theatres, gas stations, and more.

3. INDUSTRIAL REAL ESTATE

The past two years have changed the way commercial real
estate is viewed as an opportunity, putting more pressure
on the industry's future. This is mainly due to three major
trends: Technology adoption, hybrid work environments,
and the eCommerce shopping experience.

Industrial real estate is not too dissimilar from commercial
real estate, but it's primarily broken out into a different
category due to the segment's use cases. Industrial real
estate generally includes manufacturing and production
facilities, storage warehouses, research and development,
power plants, and data centers.
Industrial differs from commercial in the following way:

Although the future potential could be dependent on these
trends, there may be opportunities ahead in commercial
real estate.

Office and retail buildings are largely service-oriented, so
the layout, infrastructure, and details are focused on floor
plans, location, and allowing for a business or shopping
experience.

2. RESIDENTIAL REAL ESTATE

Industrial buildings focus on manufacturing, distribution,
and logistics – so the design is centered more around size
and functionality, and design and location have become
less important to market participants.

The trends shaping the growth of the residential
market—millennials moving out of big cities, hybrid-work,
technology adoption—have the potential to be long-term in
nature.
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Across the United States alone, 593 million square feet of
industrial space is currently under construction, up 22%
from the tally just prior to the pandemic.2 With the growth
in eCommerce and cloud computing, industrial real estate
has continued to see growth through the pandemic.
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As with all assets, real estate is subject to risk and there is
potential for real estate assets to decrease in value. A few
common to real estate are listed below:
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The Millennial Generation Increasingly Needs More Space
Large US age cohort entering
home-formation years
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Market Risk – Real estate, as with all assets, is subject
to normal market fluctuations and the risks associated
with investing in markets and therefore the value of real
estate and the income from it may rise as well as fall and
investors may not get back the amount originally invested.
Asset prices of certain segments of real estate may be
particularly sensitive to changes in interest rates.
Property Risk – Property is a specialized sector that may
be less liquid and produce more volatile performance than
an investment in other investment sectors. The value of
capital and income will fluctuate as property values and
rental income rise and fall. The valuation of property is
generally a matter of valuers' opinion rather than fact. The
amount raised when a property is sold may be less than
the valuation.
Liquidity Risk – Real estate markets may be volatile, and
may become illiquid. Timely and cost-efficient sale of
2

positions can be impaired by decreased demand and/or
increased price volatility.

THE BOTTOM LINE
Real estate is a large marketplace and there are many
ways to access this asset class. The different types of
real estate offer varying potential opportunities and related
risks. It is important to consider the characteristics of
each segment and desired goals and objectives when
considering participation.
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The information contained within is for educational and information purposes ONLY. It is not intended nor should be considered an invitation,
inducement to buy or sell any security or a solicitation to buy or sell any security. The information is not designed to be taken as advice or a
recommendation for any specific investment product, strategy, plan feature or other purpose in any jurisdiction, nor is it a commitment from us or any of
our subsidiaries to participate in any of the transactions mentioned herein. Any commentary provided is the sole opinion of the author and should not be
considered a personal recommendation. This is also not intended to be a forecast of future events nor is this a guarantee of any future result. Both past
performance and yields are not reliable indicators of current and future results. Information contained herein was obtained from third party sources we
believe to be reliable; however, this is not to be construed as a guarantee to their accuracy or completeness. Observations and views contained in this
report may change at any time without notice and with no obligation to update.
All investments carry a certain degree of risk, including possible loss of principal and there is no assurance that an investment will provide positive
performance over any period of time. There are specific risks associated with investing in various types of financial assets and in different countries. The
information contained within should not be a person’s sole basis for making an investment decision. One should consult a financial professional before
making any investment decision. Investors should ensure that they obtain all available relevant information before making any investment. Financial
professionals should consider the suitability of the manager, strategy, and program for their clients on an initial and ongoing basis.
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