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Seven Takeaways from UBS’s Real Estate Outlook Report

1) The most immediate impacted asset classes due to the pandemic are hospitality, retail, and new
ground-up developments. Multifamily, industrial, and office have suffered partially only in the
short-term, but generally, these sectors perform better and are able to adapt to the market dynamics
and uncertainties.

2) The multifamily sector shows the most robust collection rates. However, new product delivery
pipelines are delayed.

3) The industrial sector has been benefitting from the pandemic because of the increased e-commerce
use. Year-over-year rent growth in the second quarter of 2020 was 4.8%, which is down from the
previous years, but still displays a strong performance.

4) The office sector, even though mostly unoccupied, continues to cash-flow due to the long-term
tenant leases in place.

5) Investors will potentially have to adapt their return expectations for office transactions, due to the
lower collection rates and concessions that will have to be offered to new tenants.

6) The retail sector shows a mixed performance with some non-essentials tenants having shut down
and other tenants experiencing record sales, such as grocers, pharmacies, and other essential service
retailers.

7) Investors and appraisers find it increasingly difficult to value properties due to the low transaction
volume in the market and as a result a cap-rate uncertainty.

(Read)

Cap Rates Compress for Essential-Use Properties

Properties that are tenanted by operations that are on the one side internet and specifically e-commerce
resistant and on the other side pandemic resistant are experienced an increasing investor appetite. So much
so that cap rates have started to move downwards. Examples of such tenants are hospitals, pharmacies, and

selected grocery stores. “COVID-19 has exaggerated both spectrums of the market. If you have a grocery
store right now that does delivery, it is worth even more than it was pre-COVID,” Matthew Mousavi,

managing principal with SRS’ national net lease group.

(Read)
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https://www.ubs.com/global/en/asset-management/insights/asset-class-research/real-assets/2020/real-estate-outlook-edition-3.html
https://www.globest.com/2020/08/14/cap-rates-come-down-for-essential-use-properties/?kw=Cap%20Rates%20Compress%20for%20Essential-Use%20Properties&utm_source=email&utm_medium=enl&utm_campaign=netlease&utm_content=20200818&utm_term=rem
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Mall of America Gets 16% Appraisal Cut After Late Payments

-

The biggest mall in the U.S. suffered a value decline of 16% due to the struggles the mall is facing as result
of demand changes of customers and the impact of the global COVID-19 pandemic.

The new value of the 5.6 million SF mall is now $1.94B, down from $2.31B. The new valuation was a

necessity as result of the mall’s loan delinquency. This fate has already affected 24% of hotel and 14% of
retail CMBS borrowers.

The mall has already reopened after having had to close its doors due to the increasing infection rates but
continues to struggle collecting rent obligations from its tenants.

(Read)
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https://www.nreionline.com/retail/mall-america-gets-16-appraisal-cut-after-late-payments?NL=NREI-21&Issue=NREI-21_20200821_NREI-21_208&sfvc4enews=42&cl=article_4&utm_rid=CPG09000027428623&utm_campaign=28557&utm_medium=email&elq2=824763f9681e4b2094a7e1af3f16e4b7&oly_enc_id=1016I5546289F6F

