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Sector themes

• Alternative sectors are set to outperform traditional sectors

• Selectivity is key in traditional sectors

Rethinking urban centres and suburban life

• Strong conviction: U.S. sees demographic shifts in favour of suburbia, sunbelt cities and home working

• Subtle changes in Europe as culture, language, planning and transport support urban locations and Northern 

European living

• Large coastal U.S. cities are most at risk from home working; demographically older commuter cities are

more exposed in Europe, while we are convinced that the office is unlikely to lose allure in Asian cities

Capital flows convictions

• Global central banks policies will remain very supportive for real estate flows and values

• We are set to see a sector rotation in the U.S., Europe and Asia

Our real estate team believes the current market offers opportunity for strategic allocation of private real 
estate for long-term investment benefit. We also see themes taking shape that will impact the opportunity 
throughout 2021: 

2021 Outlook
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The pandemic has not caused a paradigm shift for real estate, rather it has accelerated already-present 
underlying trends. Currently signs of a recovery are beginning, which makes the opportunity to invest in 
real estate timely. 

Global Financial Crisis

Free fall for all sectors

COVID-19

Winning and losing sectors 

amplify existing dispersion 

and show diverse recovery 

trajectories. 
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Why now for real estate? Accelerating opportunity
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Commercial real estate may provide investors with tax-efficient stable 
yields due to the long term nature of leases. These yields are currently 
historically high relative to bonds.

The current spread between direct real estate cap rates and U.S. Treasuries 
is well above the historic average, signaling real estate’s strong relative 
value. 

Stable, high yields and strong value 
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Real Estate Cap Rate / U.S. Treasury

Current Spread Average Spread

Why now for real estate?

Source Real estate yields are strong: Green Street; Nominal Cap Rate of Major Sectors. "Major Sectors" is the equal-weighted average of the asset-weighted averages for the five major property sectors (Apartment, Industrial, Mall, Office, 
and Strip Center). 01 NOV 2020
Source: Strong relative value: U.S. Board of Governors of the Federal Reserve System. 30 SEP 2020

Real estate yields are strong
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Sector rotation accelerates
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Challenges ‘traditional’ real estate sectorsFavours ‘alternative’ real estate types

Real estate headwinds and tailwinds
When will I see you again?

Headwinds

• Online shopping (logistics)
• Technology & innovation
• Sustainability
• Impact
• Healthcare
• Housing
• U.S. Sunbelt cities
• European suburban cities 
• Quality of life

Tailwinds

• Travel & tourism
• Physical retail
• Hospitality
• Densification
• WFH
• Public transport
• Big cities
• Urbanisation
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Source: NCREIF, 30 Sep 2020
*Note: Alternative sectors market value NPI Plus

What is alternative real estate? 

Representative real estate portfolio in 2030Current real estate exposure

(NFI-ODCE* MV by property type)

Self storage ($12B)
Senior housing ($7B) 
Healthcare ($6B)
Hotel ($0.6B)
Parking ($0.5B)
Other  ($11B)

Office
$108B
35%

Apartment
$68B
22%

Retail
$46B
15%

Industrial
$52B
17%

Industrial
20%

Apartments
15%

Technology
15%

Alternative 
housing
15%

In a decade, Alternatives will make up 
more than 50% of a real estate portfolio

Current exposure to Alternatives
in real estate portfolios is ~12%

Healthcare
15%

Traditional 
office
10% Traditional retail

5%

The future of real estate evolving towards 
alternatives 
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Risks and opportunities following COVID-19

• Repriced urban apartments

• Warehouses provide attractive returns even with low 
cap rates due to strong ecommerce driven tailwinds

• Alternatives offer strong relative value in the near 
term despite capital flowing to those sectors

• Suburban, sunbelt markets offer widespread real 
estate opportunity driven by migration

• Retail net lease, grocery anchored and strips, 
necessity-oriented retail, may offer value once they 
have repriced, particularly in the aforementioned 
suburban and sunbelt markets

• Repriced smaller office that can be retrofitted into the 
office of the future 

The pandemic has accelerated a number of trends: online shopping, migrating to the sunbelt and remote 
working. These trends and others will impact the real estate market around the world and present both 
risks and opportunities: 

Opportunities Biggest risks

• Apartment values in near term are too aggressive as rents 
fall

• Biggest risk for warehouse could be supply chains shifting 
out of China, reducing west coast warehouse demand

• Office values to fall and permanently reset lower due to 
lower demand from work from home

• Student housing headwinds accelerate

• Retail woes to continue for next several years as retailers file 
for bankruptcy
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Rethinking urban 
centers and 
suburban life
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In the U.S. the trend toward the sunbelt cities has long been in place, but the pace was accelerated by 
Covid-19. This shift will have implications for real estate values in many sectors. 
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5-yr forward population growth (2020-2025 p.a.)

Sunbelt Midwest West Coast Northeast

COVID-19 to accelerate movement to sunbelt markets

Source: StratoDem Analytics, October 2020
Note: Top 45 MSAs. Region averages within top 45 MSAs.

Population  Growth 

(‘20-’25) by Region

Sunbelt 1.2% p.a.

West Coast      0.8% p.a.

Midwest           0.7% p.a.

Northeast        0.5% p.a.

U.S. 0.7% p.a.
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Source: Nuveen, Oxford Economics 2020

European & APAC context: similar fundamentals but 
varied outcomes

Escape to suburbia…

covid accelerator?

 Affordability

 WFH – less tied to 
proximity of 
workplace location

 Lockdown living: a 
desire for open space, 
more room

 Uncomfortable with 
city over crowding

 City living has 
changed
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Less stringent planning regimes Will be less 
dramatic because…

 Tighter planning 
controls

 Access & 
affordability

 A reliance on 
public transport vs 
car 

 City DNA –cultural 
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living
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A decentralised model – the impact on real estate?
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Source: Eurofound Survey of commute times, PMA estimates for non-capital cities, Oxford economics, Nuveen Real Estate Research analysis. 
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Strong office-based cultures

Many factors contribute to the decision to work from home vs. going to the office. We found that 
commute times and worker age are two of the most important predictors of staying at home. 

Which workers will stay home? 
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Capital flows 
across regions 
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Co-ordinated QE action in 2020 dwarves all other years so far and is set to increase liquidity and capital 
flows into CRE

Capital flows are strong across markets

Source: CEIC, 2020
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Key take-aways for 2021

• As investment opportunities evolve over the coming decade, we anticipate alternatives institutional deal flow growing 

from around 12% in the U.S. and under 10% in Europe to more than 50%

• Healthcare will grow as demand for life science facilities, medical offices and senior housing increases

• Technology will establish itself as a real estate ‘sector’, with strong demand for data centers, controlled environment 

agriculture and mobile phone towers, challenging traditional definitions of real estate

• Portfolio exposure to traditional office and particularly retail will shrink, making space for alternative sectors

• The focus on apartments in the residential sector will broaden to alternatives such as self-storage, affordable housing, 

student housing, serviced apartments and single-family rental units

• The rise of ESG and impact investing will re-shape portfolios with net zero carbon buildings and social and community 

supporting property uses gaining market share

As we look ahead to the real estate market of this year and beyond, investors will find new opportunities 
emerging and strategic allocation of assets more important than ever before
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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. 

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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