
 
UBS Asset Management 
For Professional / Qualified / 
Institutional Investors only 
 
September 2022 

 

 

 

An Opportunity for 
Investors in Global 
Property  

 

 



 

Today, the listed real estate market presents an unappreciated opportunity for investors.  REITs have underperformed 
broad markets despite superior trends in fundamentals, with long-term characteristics that are well-suited for today’s 
outlook.   

When we refresh REITs, we find: 

• A market decline greater than broad indices and a double-digit discount to intrinsic values, despite superior 
fundamentals and a constructive outlook.   

• An opportunity to make an allocation to an asset class that outperforms, provides attractive income, protects 
against inflation, and diversifies portfolios. 

• Advantaged active management: In today’s environment of lower market returns, the need for alpha or 
excess return is paramount.  In a niche asset class, active REIT managers can outperform, take advantage of 
volatility, and position portfolios for several factors including pricing power and contract duration.    

The Tactical Opportunity in REITs. 

Through mid-year, global property stocks (as represented by the FTSE EPRA Nareit Developed Rental Index (AUD, 
Hedged) are down greater than the MSCI World despite steadily rising earnings. After the first quarter, nearly 70% 
of real estate companies raised guidance, which stands in stark contrast to other sectors of the economy.  Not only 
are REITs seeing more supportive earnings, but their cash flows are more resilient as well.  Over the course of time 
and throughout cycles, the contracted cash flows of REITs have been less cyclical than that of broad markets. 

Despite this advantage, at the end of June REITs traded at a material valuation discount.  They stand at ~19% below 
intrinsic values validated by the private market.  Below, we showcase the changing P/NAV discount in REITs and the 
degree of cap rate expansion between December 2021 and June 2022.  This disconnect comes despite improving 
cash flows (as we demonstrate on the right-hand side).  In 2022, REITs have gone on sale despite robust fundamentals, 
and the degree of the discount is staggering.  

Figure 1: REITs are Dislocated from Fundamentals 

Global listed real estate P/NAV Global listed real estate FFO revisions over time 

 

Implied Listed  
market cap rate 

5.4% 6.0% 

 

 

Information is the opinion of CBRE Investment Management as of 30 June 2022, is subject to change and is not intended to be a forecast of future 
events, or a guarantee of future results, or investment advice. Forecasts and any factors discussed are not indicative of future investment 
performance. 
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Given emerging macroeconomic uncertainty, some investors may question the forward estimates and growth within 
any sector or asset class.  First, it is important to consider the visibility that REIT assets hold.  Today, the majority of 
assets within REITs boast record high occupancy levels, long-term contracts, and significant pricing power, aided by 
REIT management teams who themselves optimize assets for quality and growth.  Second, we would highlight that 
REITs are both more attractively valued and have healthier fundamentals than during other periods of emerging 
uncertainty.  As we show below in Figure 2, compared to the pre-GFC or pre-Covid periods, REITs today have 
stronger cash flows, fewer near-term financial commitments, and a higher ability to support and grow their 
dividends for investors.  In other words, REITs already discount significant downside, and if that downside does 
come, they are in a position of strength to weather the storm. 
 

Figure 2: REITs Are Ready for Potential Uncertainty 

More compelling valuations Stronger cash flows compared to debt service 

  
Limited near-term debt maturities Better able to support dividends 

  

Source: CBRE Investment Management, NAREIT, Green Street.  Pre GFC based on 30/9/2007; Pre Covid based on 31/12/2019.  Present day uses 
interest coverage, debt maturity, and dividend payout from 31/3/2022.  Real estate P/NAV present day uses data from 30/6/2022. Information is 
the opinion of CBRE Investment Management is subject to change and is not intended to be a forecast of future events, or a guarantee of future 
results, or investment advice. Forecasts and any factors discussed are not indicative of future investment performance. 

The Opportunity to Make a Strategic Allocation 

At CBRE, we see the current dislocation in the public markets as a tactical opportunity to make a strategic 
allocation.  From a portfolio perspective, REITs offer notable strategic benefits to investors against the backdrop 
of secular tailwinds that include digital investment, generational demographic change, and niche property 
demand.  We have highlighted the key portfolio benefits of REITs on the next page. Several of these benefits, 
such as the ability to hedge against inflation or outperform during periods of moderating economic growth, are 
particularly well suited to the current market outlook. 
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Figure 3: The Strategic Benefits of REITs 
REITs offer superior LT returns to other asset classes: 

REIT performance relative to other asset classes 
20-year annualized total returns 

 

Strong and growing dividends: 

4% global yield 

12% anticipated growth in 

dividends 

Source: CBRE Investment Management as of 
June 2022.  Dividend yield as of June 2022 and 
anticipated growth represents the average of 
2022 and 2023 anticipated growth.   

Source: CBRE Investment Management as of 30 June 2022. U.S. REITs:  FTSE Nareit Equity REIT 
Index, Global REITs:  FTSE EPRA Nareit Developed Index;  U.S. Equities:  S&P 500 Index; High Yield:  
Bloomberg Global High Yield, Global Equities:  MSCI EAFE Index; Global Bonds:  Bloomberg 
Global Aggregate Index; Commodities:  Bloomberg Commodity Index;. Inflation:  CPI is as of 
05/31/2022.  Information is the opinion of CBRE Investment Management, which is subject to 
change and is not intended to be a forecast of future events, a guarantee of future results, or 
investment advice. Forecasts and any factors discussed are not a guarantee of future results. 

 

An ability to outperform during inflation: 

Average annualised relative performance 
Global Real Estate VS. Global Equities during inflation regimes 

 

Source: CBRE Investment Management, FTSE EPRA NAREIT Developed Index, MSCI World Equity 
Index as of 30 June 2022.  Trailing 20-years based on average monthly total returns during 
inflation regimes, annualized.  Inflation Regimes calculated using the year-on-year change in the 
U.S. CPI, normalizing its history using a z-score, and tracking the 3-month moving average of that 
z-score. The Inflation Regime is determined by both the level and the change in the indicator, 
requiring two months in the same cycle in order to confirm a new regime.  Information is the 
opinion of CBRE Investment Management, which is subject to change and is not intended to be 
a forecast of future events, a guarantee of future results, or investment advice. Forecasts and any 
factors discussed are not a guarantee of future results. 

Outperformance during periods of 
moderating economic growth: 

20.6% annualised total returns*  

*The US Economic Cycle Indicator is calculated 
using the year-on-year change in the Conference 
Board’s Leading Economic Index (LEI), normalizing 
its history using a z-score, and tracking the 3-
month moving average of that z-score. The 
Economic Cycle is determined by both the level 
and the change in the indicator, requiring two 
months in the same cycle in order to confirm a 
new cycle. 

Source: CBRE Investment Management, FTSE 
EPRA Nareit Developed Index, and MSCI World 
Equity Index as of 06/30/2022.   Conference Board 
Leading Economic Index (LEI) as if 05/31/2022. 
Information is the opinion of CBRE Investment 
Management, which is subject to change and is 
not intended to be a guarantee of future results 
or investment advice. Forecasts are not indicative 

of future investment performance. 
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The Advantages of Active Management 

In an era of potentially lower market-wide returns, the need for excess return is paramount.  As an asset class, REITs 
provide multiple keys to durable alpha: they are a niche asset class linked to a vast private market, they offer 
opportunities to capitalize on dispersion, and they give managers the ability to weight portfolios between disparate 
levels of pricing power, contract duration, and business drivers.  Collectively, these features have enabled REIT 
managers such as CBRE to outperform their asset class over time. 

Figure 4:  The Keys to Durable Alpha 

CBRE Has Earned Excess Returns for Investors 

 
Relative  
Performance 

+344 bps 
1 Year 

+509 bps 
3 Year 

+384 bps 
5 Year 

+197 bps 
10 Year 

+198 bps 
Since Inception* 

 

Performance as of 31 August 2022. 

*Inception date:  31 July 2006.  

**With effect 1 April 2012, the Responsible Entity changed the benchmark from the UBS Global Real Estate Investors 
ex Australia Net Total Return Index (AUD Hedged) to UBS Global Real Estate Investors Net Return Index (AUD 
Hedged). With effect 2 March 2015, the Responsible Entity changed the benchmark to FTSE EPRA/NAREIT Developed 
Rental Net Return Index (AUD Hedged). Performance figures are net of ongoing fees and expenses. The performance 
figures quoted are historical, calculated using end of month redemption prices, and do not allow for the effects of 
income tax or inflation. Total returns assume the reinvestment of all distributions. Performance can be volatile and 
future returns can vary from past returns. 

The fund has been renamed from ING Wholesale Global Property Securities Fund to UBS CBRE Global Property 
Securities Fund. Effective 1 April 2012, the benchmark was changed from the UBS Global Real Estate Investors (ex-
Australia) Net Return Index (hedged to the Australian dollar) to the UBS Global Real Estate Investors Net Return 
Index (hedged to the Australian dollar). 

Benchmark performance prior to 01 April 2012 was for UBS Global Real Estate Investors Index (ex. Australia). The 
UBS CBRE Global Property Securities Fund’s custom benchmark is UBS Global Investors ex Australia, Hedged to AUD, 
net from inception to April 1, 2012, the UBS Global Investors, Hedged to AUD, net from 04/01/2012 through 
03/01/2015, and FTSE EPRA/NAREIT Developed Rental Index, hedged to AUD, net of withholding taxes, thereafter.  

The inception date of the predecessor fund (ING Wholesale Global Property Securities Fund W Class) is 11 October 
2005, with IDPS units (previously referred to as “I Class”) having an inception date of 31 July 2006. The ING 
Wholesale Global Property Securities Fund W Class has been terminated effective February 2012. All units of the W 
Class have been rolled into the surviving I Class of the Fund (which has been renamed the UBS CBRE Global Property 
Securities Fund). Returns from inception to February 2012 reflect the W Class and returns subsequent to February 
2012 reflect the I Class. The APIR of HML0016AU of the Fund has been retained. 
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An Opportunity for Investors in Global Property 

When reviewing the REIT market, CBRE sees an asset class that is essential to investor portfolios, offering valuable 
income, inflation protection, and compelling long-term returns.  That asset class is on sale, strong enough to 
weather any uncertainty, and offering the opportunity to make a strategic allocation.  CBRE operates a $147bln real 
asset investment leadership platform, with unique insights into private and public markets, a history of managing 
listed portfolios since 1984, and the proprietary tools needed to generate durable alpha.  As we consider real assets 
and their potential in a rapidly changing world, CBRE Investment Management is ready to go the distance for its 
investors.  

About CBRE Investment Management  

CBRE Investment Management is a leading global real assets investment management firm with $141.9 billion in 
assets under management* as of December 31, 2021, operating in more than 30 offices and 20 countries around 
the world. Through its investor-operator culture, the firm seeks to deliver sustainable investment solutions across 
real assets categories, geographies, risk profiles and execution formats so that its clients, people and communities 
thrive. 

CBRE Investment Management is an independently operated affiliate of CBRE Group, Inc. (NYSE:CBRE), the world’s 
largest commercial real estate services and investment firm (based on 2021 revenue). CBRE has more than 105,000 
employees (excluding Turner & Townsend employees) serving clients in more than 100 countries. CBRE Investment 
Management harnesses CBRE’s data and market insights, investment sourcing and other resources for the benefit 
of its clients. For more information, please visit www.cbreim.com. 
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Important information 

Disclaimer: Nothing in this document is to be taken as specific financial product advice. We have not taken into account any individual investor’s 
investment objectives, tax and financial situation or particular needs. Any opinions expressed in this document are subject to change without notice. 
Investors should seek professional advice before investing. UBS managed funds, including the UBS CBRE Global Property Securities Fund (Funds) are 
issued by UBS Asset Management (Australia) Ltd (ABN 31 003 146 290) (AFS License 222605). © UBS Group AG 2022. The key symbol and UBS are 
among the registered and unregistered trademarks of UBS. All rights reserved. 
 
Any financial product advice in this document is general advice only and has been prepared without taking into account your personal objectives, 
financial situation or particular needs. Therefore, before acting on any advice, you should consider the appropriateness of the advice in light of your 
own or your client’s objectives, financial situation or needs. Investors should consider the PDS and seek professional financial and taxation advice before 
deciding whether the product is appropriate for them and whether to acquire, or to continue to hold the investment. Your investment in the Fund 
does not represent deposits or other liabilities of UBS AG or any member company of the UBS Group including UBS Asset Management (Australia) Ltd 
(ABN 31 003 146 290) (AFS Licence No. 222605), the issuer and responsible entity of the Funds. Your investment is subject to investment risk, including 
possible delays in repayment and loss of income and capital invested. The repayment of capital or income is not guaranteed by any company in the 
UBS Group. Offers of interests in the Fund including the details of the management fee received by the responsible entity are contained in the Product 
Disclosure Statement (PDS) dated 26 September 2022. The responsible entity has also issued a target market determination (TMD) that describes the 
class of consumers that comprises the target market for the Fund and matters relevant to its distribution and review.   A copy of the PDS (including the 
PDS additional information booklet) and TMD are available on our website at https://www.ubs.com/au/en/asset-management.html or by calling (03) 
9046 4041 or 1800 572 018.  
The PDS and application form is only available to persons receiving it (electronically or otherwise) while physically in Australia, unless expressly authorised 
by us in writing. The offer does not constitute an offer or invitation in any place in which, or to any person to whom, it would be unlawful to make 
such an offer or invitation. The Fund (or the PDS) has not been registered under the laws of any jurisdiction outside Australia. The Fund may not be 
offered or sold in the United States of America or to ‘U.S. Persons’ (as defined in ‘Regulation S’ of the Securities Act of 1933, as amended). 
This document may not be reproduced or copies circulated without prior written authority from UBS Asset Management (Australia) Ltd. 
 
©2022 CBRE Investment Management (CBRE). All rights reserved. The views expressed represent the opinions of CBRE which are subject to change 
and are not intended as a forecast or guarantee of future results. Stated information is provided for informational purposes only, and should not be 
perceived as investment advice or a recommendation for any security. It is derived from proprietary and non-proprietary sources which have not been 
independently verified for accuracy or completeness. While CBRE believes the information to be accurate and reliable, we do not claim or have 
responsibility for its completeness, accuracy, or reliability. Statements of future expectations, estimates, projections, and other forward-looking 
statements are based on available information and management’s view as of the time of these statements. Accordingly, such statements are inherently 
speculative as they are based on assumptions which may involve known and unknown risks and uncertainties. Actual results, performance or events 
may differ materially from those expressed or implied in such statements. 
Past performance of various investment strategies, sectors, vehicles and indices are not indicative of future results. Investing in infrastructure securities 
involves risk including potential loss of principal. Infrastructure equities are subject to risks similar to those associated with the direct ownership of 
infrastructure assets. Portfolios concentrated in infrastructure securities may experience price volatility and other risks associated with non-diversification. 
While equities may offer the potential for greater long-term growth than some debt securities, they generally have higher volatility. International 
investments may involve risk of capital loss from unfavorable fluctuation in currency values, from differences in generally accepted accounting principles, 
or from economic or political instability in other nations. There is no guarantee that risk can be managed successfully. There are no assurances 
performance will match or outperform any particular benchmark. Indices are unmanaged and not available for direct investment. 

 


