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The US market shows
stability as a preferred global
destination for investment
with allocations up 6% from

2022, relative to a 5% decline
in European investment.

For more than thirty years, the AFIRE International Investor
Survey has gathered the opinions of AFIRE members, comprised
of 180 institutional investors, pension funds, asset managers,
and other leading global organizations from nearly two dozen
countries with approximately US$3 trillion AUM.

The results of this annual process produce this benchmark report;
a useful tool for understanding the goals, challenges, and long-
term thinking underscoring the international view of commercial
real estate opportunities in the US.

As in 2022, AFIRE has
conducted this survey with
the PwC LLP research team,
guided by the AFIRE Research
Committee, providing a
snapshot of broad, institutional
thinking at a given point in
time: early 2023.

Acknowledging that opinions
can shift rapidly, AFIRE
has made all efforts to
adapt this survey and meet
the needs of our changed
real estate environment—
an age of  economic
uncertainty, heightened risk,
shifting  opportunity, and
necessary innovation.

With continued interest rate
increases and the alarming
bank failures in the first few
months of this year, opinions
may have become more
negative since this we asked
questions in January. However,
compared to other regions, the
US remains attractive for cross
border investment. Global real
estate allocations marginally
increased from 2022 compared
to European investment (p. 9).
Even before the fall of Silicon
Valley Bank and Credit Suisse,
four in ten investors forecast
market decline in US real estate
allocation for 2023, rising to
over half holding this view for
global investment.

Significant changes brought by
the pandemic are impacting
investor  preferences  and
approach to risk. There is
growing uncertainty about the
future of office, ESG’s effect on
valuation, housing affordability
and the dramatic decline in
debt availability.

As the crisis of the pandemic
continued to subside in late
2022 and into early 2023, New
York regained top US spot
for investment in 2023. The
last time it held this ranking
was in early 2020, before the
pandemic. As such, New York
displaces previous top three
cities from past several years:
Atlanta, Austin, and Boston.
While it remains to be seen if
this indicates a renewed faith
in gateway markets, secondary
and tertiary market trends
continue to be key to the broader
US market. Internationally,
London remains the top global
city for planned investment.

Collectively, these and other
findings reported here illustrate
how the future of office,
affordable  financing, and
heightened sustainability/ESG
issues will be key in shaping
future success in US commercial
real estate.
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US MARKET
SHOWS STABILITY

as a preferred global destination
for investment with allocations
increased from 2022 (+6%], relative
to European investment (-5%).

Property type
preferences

+ s
are in flux, with
MULTIFAMILY + INDUSTRIAL
SHOWING STRENGTH,

as office struggles as the leading area
of concern among investors (22%).

NEW YORK RETURNS
TO THE #1 SPOT

FOR PREFERRED
INVESTMENT

among US cities, up from ranking fifth in 2022.
London remains top among global cities.
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US investor sentiment CONTl N U ED
TOWARDS INTEREST
HOSPITALITY RATE RISES
RlSES weigh on access to capital,

as attractive for limiting access to reasonable

investment (43%). financing and impeding
transactions (97% net agree).
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ESG/Sustainability remains

A TOP 3 AREA
OF CONCERN

among investors, including a large
majority (86%) who agree that
climate risks are not yet reflected
in valuations.
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AFIRE members, by definition, focus on long
term, even multi-generational investments.
An intense focus on emerging and future trends
is essential.

The pressure to anticipate and understand a fast
changing landscape is tremendous as investors
make decisions today that inform performance
for years or decades to come.

The currentunsettled economy dominates current
thinking for investors, with access to availability
and pricing of debt making transactions very
difficult (97%). Over half think it will be 7-12
months before the US Federal Reserve halts
interest rate rises, with half also believing US
interest rates will not begin to decline for at least
another year.

HOW DO YOU EXPECT REAL ESTATE ALLOCATIONS TO CHANGE IN 2023?

B INCREASE SIGNIFICANTLY
B DECREASE SOMEWHAT

IN THE OVERALL MARKETS?

GLOBAL CROSS-BORDER

REAL ESTATE ALLOCATION 17% 28%

US REAL ESTATE ALLOCATION 27%

IN YOUR FIRM’S PORTFOLIO?

GLOBAL CROSS-BORDER

REAL ESTATE ALLOCATION 24%

US REAL ESTATE ALLOCATION 34%

M INCREASE SOMEWHAT W STAY THE SAME
B DECREASE SIGNIFICANTLY

NET
DECREASE
41% 14% 55%
32% 36% 39%
43% 25% Y/ 33%
35% 25% &V 30%

THE AVAILABILITY AND PRICING IS MAKING
TRANSACTIONS VERY DIFFICULT

B STRONLGY DISAGREE M DISAGREE
W AGREE M STRONGLY AGREE

97% NET

AGREE
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Practically all respondents (97%) agree that the availability and
pricing of debt is impeding transactions, while 70% anticipate
meaningful distressed acquisition opportunities in the next
six months.

A clear majority (86%) of investors believe that the industry is not
pricing climate risks into proformas and valuations, with just one
in seven agreeing that climate risks are priced appropriately.

In the coming years, it is likely that considerations concerning
preferred asset types, geographical markets, and other hard
and soft factors will be upended as the investment ecosystem
incorporates increasingly sophisticated tools to account for these
increasingly heightened risks.

AGREEMENT WITH FUTURE TRENDS
B STRONLGY DISAGREE M DISAGREE M AGREE M STRONGLY AGREE

THE AVAILABILITY AND PRICING OF DEBT IS 55% LO%
MAKING TRANSACTIONS VERY DIFFICULT - °

THERE WILL BE MEANINGFUL DISTRESSED
ACQUISITION OPPORTUNITIES IN THE 28% 64% 6%
NEXT 6 MONTHS

OUR FIRM AND/OR THE INVESTORS WE

REPRESENT WOULD BE WILLING TO ACCEPT

A LOWER EXPECTED RATE OF RETURN IN 8% 52% 40%
ORDER TO INVEST IN MORE

ATTAINABLE HOUSING

THE INDUSTRY IS APPROPRIATELY PRICING
CLIMATE RISKS IN ITS PROFORMAS 18% 68% 11%
AND VALUATIONS

97% NET agree the availability
and pricing of debt is making
transactions very difficult

10



AFIRE 2023

While survey data of recent years has pointed to the growth
of secondary and tertiary markets, this year’s survey sees a
resurgence of gateway markets.

Globally, London remains the top global city for planned
investment in 2023, with New York regaining pole position (from
sixth) within the US.

Boston (22%), Atlanta (19%), and Washington (14%) round out
the top four US cities.
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TOP 5 GLOBAL CITIES BY MENTION TOP 5 US CITIES BY MENTION

LONDON NEW YORK
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Investor support for multifamily has been a continuing trend, and
in this year’s survey some 40% agree they would be willing to
accept a lower expected rate of return in order to invest in more
attainable housing.

With this increasing focus on attainable housing as a backdrop,
respondents were asked to identify their most favored property
types for 2023. Investors identified multifamily and industrial to
be the most attractive, with 94% of investors seeing the property
type as attractive or very attractive as a product type for US real
estate investment.

With Americans again on the move and travel rebounding,
investors view hospitality as a top three attractive destination
for investment, with US investors in particular showing greater
inclination (61%) over non-US investors (25%).

ATTRACTIVENESS OF PRODUCT TYPES FOR US REAL ESTATE INVESTMENT

B UNSURE W DECREASESIGNIFICANTLY M DECREASE SOMEWHAT

B INCREASE SOMEWHAT B INCREASE SIGNIFICANTLY

MULTI FAMILY 66% ALL REPONSES

US-BASED INVESTORS
NON US-BASED INVESTORS

INDUSTRIAL/

LOGISTICS

HOSPITALITY 25% 7% 25% 40%
I

RETAIL 9% 5% 45% 39%
A

OFFICE 8% 26% 51% 13%
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As lending and capital financing sees continued headwinds,
essentially all (97%) investor respondents agree that the
availability and pricing of debt is impeding transactions.

US based investors are more optimistic (64%) than non-US
investors (58%) towards overall expectations of lending for real
estate, with meaningfully high optimism among US investors
(61%) versus non-US investors (35%) for lending from non-
institutional, non-bank lenders. Availability for lending for
construction for office ranked most difficult (90%), likewise for
acquisition (90%), and refinance (85%).

HOW WOULD YOU CURRENTLY RATE AVAILABILITY OF LENDING
FOR REAL ESTATE CONSTRUCTION, ACQUISITION, AND REFINANCE?

OFFICE
CONSTRUCTION

ACQUISITION

REFINANCE

RETAIL
CONSTRUCTION

ACQUISITION

REFINANCE

HOSPITALITY
CONSTRUCTION

ACQUISITION

REFINANCE

INDUSTRIAL
CONSTRUCTION

ACQUISITION

REFINANCE

MULTI FAMILY
CONSTRUCTION

ACQUISITION

REFINANCE

B EXTREMELY DIFFICULT Bl SOMEWHAT DIFFICULT

B NEITHER EASY NOR DIFFICULT B EASY W EXTREMELYEASY M UNSURE NET

DIFFICULT
68% 22% 4% 90%
56% 4% 90%
51% 7% 85%
76%
74%
69%
61%
58%
37%
26% 40% 22% 6% 29%
28% 39% 23% 5% 28%
36% 33% 23% 39%
26% 38% 29% A 28%
27% 40% 29% 27%




