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People do not always make decisions in a straightforward manner. 
In a survey they may tell you that they want to go to the gym and 
lose weight so that they can look like George Clooney or Brad 
Pitt, but then there is that donut in front of them in the here-and-
now beckoning to be inhaled. 

In other words, be careful about advice you hear from surveys—it 
will not always play out as expected.

No need to worry. I am not going to try to lecture you about 
response rates and arcane issues around sample sizes and 
probability distributions. All surveys are not the same, however, 
in the sense that the types of data collected and the conclusions 
that one can draw from them vary.

Surveys are often used to get at data points on where prices are 
today. The broadest index of prices in the economy comes from 
Consumer Price Indexes where government workers go out in the 
field to conduct surveys of a wide basket of goods, such as the 
price of pickles in Poughkeepsie or candle costs in Cleveland and a 
myriad of other items consumers use. These data points are rolled 
up to create an index that guides much thought about the credit 
markets globally, but at the base, these things start with a messy 
collection of survey responses.

Be careful about advice 
you hear from surveys—
it will not always play 
out as expected.

Closer to home for real estate investors, surveys of market data 
can provide clarity as well. Before Real Capital Analytics started 
publishing deal-level information in 2000, investors had to rely on 
surveys of brokerage professionals to see how prototypical assets 
might price under current conditions. This approach is still valid 
to get a general sense of the market, but it cannot be applied to 
your individual building. 

Surveys of current conditions have utility in that they make a 
simple statement about where conditions are at the moment. 
Stepping forward to expressions of intentions and expectations 
becomes a trickier business. 

Commercial real estate markets have numerous friction points 
that make them predictable even without fancy econometrics over 
the short run. Take supply issues, for instance. If surveys show 
that there are no construction cranes in your city, in the near term 
there will be little new supply to worry about simply because of 
the friction of supply timelines: construction is a long process. 
Surveys around price expectations over the short run tend to lead 
the RCA CPPI as well, because it can take months for deals to 
close, and participants have a sense of where the chips will fall in 
the near future. That said, there have been some misses.

EXHIBIT 1: RICS SURVEY OF SHORT-TERM PRICE 
EXPECTATIONS GENERALLY LEADS THE  
RCA CPPA . . . GENERALLY.
Sources: Real Capital Analytics, RICS
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The Royal Institute of Chartered 
Surveyors (RICS) has conducted 
the Global Commercial 
Property Monitor opinion 
survey over many years to 
provide forward-looking views 
on market conditions. Studies 
have shown that changes in this 
survey generally lead changes 
in market pricing trends.1 
Exhibit 1 shows the trend for 
the US industrial market with 
the expectations for changes 
in capital values over the 
subsequent three months versus 
the RCA CPPI. The survey 
clearly led the bottom of the 
market cycle in the aftermath of 
the GFC and the run up in the 
subsequent years.

The COVID-19 pandemic, 
however, seems to have caught 
many investors off guard. The 
prospect of large swaths of 
the economy shutting down 
led to fears that even the 
now-superheated industrial 
sector would experience price 
declines. It seems that nobody 
anticipated the massive fiscal 
and monetary responses that 
put a floor under price changes 
in 2020. With that support in 
place, investor expectations 
turned around, with prices 
subsequently off to the races.

The mass-emigration of 
millennials from large cities in 
the aftermath of the COVID-19 
pandemic also caught many 
investors off guard.2 I am not 
going to name and shame here, 
but some investment managers 
were out raising funds over 
the previous ten years with the 
thesis that millennials wanted 
to live in cities moving forward 
and therefore it made sense to 
pay higher prices for urban 
housing assets. This thesis was 
flawed because it relied on 
short-term desires expressed 
in surveys and ignored longer-
term demographic issues that 
drive household tenure choice 
(i.e., rent vs. buy).

The thesis that millennials 
were somehow different than 
previous generations and that 
they wanted to live in cities 
forever seemed compelling to 
many. Surveys conducted in the 
aftermath of the GFC showed 
that the millennial generation 
preferred urban living.3 But 
the preferences people exhibit 
tend to change as they age. 
The preferences of people in 
their late 20’s and early 30’s 
interact well with the incentives 
offered in urban locations. But 
for people settling down and 
having children into their mid- 
to late 30’s and early 40’s, the 
incentives offered in suburban 
locales and smaller cities can 
often work better.

Surveys of expectations over the short term have some explanatory 
power, but investors in commercial real estate need to understand 
the forces driving preferences over a longer horizon. Investing 
in a commercial property is a long-term commitment. When 
underwriting a commercial real estate investment, it is important 
to have a structural view of the forces that drive the performance 
and how those forces will evolve throughout the holding period of 
an investment. One observation point from a survey of short-term 
expectations cannot paint a suitable long-term structural view of 
the patterns of performance.

And yet, while some investors were burned by a thesis tied to the 
short-term preferences revealed in surveys, many are once again 
responding to short-term fears over survey responses around 
office use. In the here-and-now, surveys are suggesting that some 
office workers are hesitant to return to the office. Following 9/11, 
similar fears were seen for office workers in the trophy towers 
in Manhattan and Chicago, but as the risks faded, expectations 
returned to where they were before the attacks.4 Investors running 
away from office tower investments because of short-term fears 
lost out on the subsequent run up in prices in the CBD offices.

Intentions are not always realized as actions. To understand 
future actions, one should look to economics. (What else do you 
expect the economist to say?) Seriously though, people respond 
to economic incentives. You want me to work in Dubai? You will 
need to offer up quite a lot to incentivize me to pick up and move 
there. Rank-and-file office workers are hesitant to return to the 
office today because there are still perceived risks, and the rewards 
have not stepped up enough to incentivize every worker to return.

To understand where these office workers will end up in the 
future, do not trust surveys of the here-and-now. Look instead to 
the mix of risks and rewards workers will face moving forward 
to determine how they will act. Surveys alone are not a problem; 
these can be useful tools that can guide investors. Like any tool 
though, they can be misused. 

Sure, one could drive a nail with a socket wrench, but a hammer 
works much better.

To understand where these office 
workers will end up in the future, 
do not trust surveys of the here-
and-now. Look instead to the mix 
of risks and rewards workers will 
face moving forward to determine 
how they will act.
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NOTES

Intentions are not 
always realized  
as actions. 
To understand future 
actions, one should 
look to economics.

To loosely paraphrase, reports 
of the death of the office 
are greatly exaggerated. 
Indeed, we are experiencing 
fundamental changes to the 
way that people work as 
the economy reorders itself 
post-COVID, but office real 
estate is unlikely to disappear 
entirely. Rather, office will 
evolve to accommodate new 
models of work and employee 
preferences. Other asset 
classes weren’t immune to 
pandemic disruption, either. 
Warehouse and housing were 
expected to struggle as the 
global economy locked down, 
but both soon experienced 
explosive growth beyond what 
even the most seasoned real 
estate practitioners predicted.

As the author rightly points out, 
it’s important to distinguish 
between short-term trends 
and long-term structural 
realignment. Compare, for 
example, economist Ed Glaser’s 
Triumph of the City, written in 
2011, to his Survival of the City 
from 2021. Both books are 
thoughtful and well-researched, 
providing invaluable utility for 

understanding conditions at 
the moment. But the contrast 
in their perspective points to 
how difficult it is to predict a 
longer-term future.

Surveys report sentiment, but 
not necessarily actual behavior. 
And even if accompanied 
by comprehensive behavioral 
data, the conclusions are likely 
short-term and not necessarily 
timely. The long-term nature 
of real estate assets may have 
them drifting in and out 
of favor over time, making 
strategy decisions even harder. 
Technology will provide an 
assist, here, with artificial 
intelligence and deep learning 
used to process immense 
amounts of historical and real-
time data, thus coming closer 
to predicting the future.
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