
Lower Real Estate Valuations:  
Bargains for Patient Investors? 

With interest rates returning to more historically normal levels, market uncertainty has resulted in 
a reset of real estate values. However, for investors with a long-term perspective, now could be an 
ideal time to diversify investment portfolios by  adding an allocation to real estate at attractive 
valuations. 

Real estate has historically provided investors with attractive returns, income generation,  
diversification and inflation protection. We believe that investors now under-allocated  
to the asset class are in a good position to take advantage of the current reset in valuations.

Investors Must Be Both Aggressive and Patient
With high interest rates and stubborn sellers limiting deals, real estate prices are down meaningfully from post-
pandemic peaks. A widely used commercial property price index (Figure 1) shows property prices have dropped 
below their long-term trend line, suggesting what we believe could be a potential buying opportunity.

Long-term trend plots known points, using the least squares method. The Commercial Property Price Index is a time series of unleveraged property values 
across these sectors and markets and captures the prices at which commercial real estate transactions are currently being negotiated and contracted.
Source: Green Street Advisors, data as of July 31, 2023. 
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Figure 1: Valuation Reset Suggests Long-Term Value Emerging 

Commercial Property Price Index vs. Trend Line 



Lower Real Estate Valuations: Bargains for Patient Investors?

Despite the valuation reset, operating fundamentals remain healthy across most real estate sectors, with uncertainty 
mostly confined to low-quality properties. Stress on real estate values is a result of monetary policy decisions as  
central banks seek to moderate inflation. We don’t see distress within real estate broadly, but we see an opportunity 
to capitalize on stress from capital markets to acquire assets at good prices. 

We believe the current disruption presents an attractive long-term entry point to carve out an allocation to real estate 
or add to existing allocations. Investors should expect to see some quality assets for sale at meaningful discounts  
as the cost of borrowing remains elevated and the gap between sellers’ and buyers’ expectations widens.

Learning From the Past
Institutional investors such as pension funds and endowments have been allocating more of their portfolios to real 
estate for years, knowing that a long time horizon makes these alternatives to stocks and bonds an attractive way  
to diversify their returns. We believe the same approach makes sense for individual investors today.

More than 30 years of real estate experience, spanning multiple real estate cycles, has taught Brookfield to look beyond 
the noise and focus on the fundamentals that drive real estate returns, supply and demand, entry price, conservative 
financing and operational excellence.
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A WORD ABOUT RISK
Investments in real estate–related instruments may be affected 
by economic, legal or environmental factors that affect 
property values, rents or occupancies of real estate.

©2023 Brookfield Public Securities Group LLC (“PSG” or “the Firm”) 
Brookfield Public Securities Group LLC is an SEC-registered investment 
adviser and is registered as a portfolio manager in each of the provinces 
and territories of Canada and represents the Public Securities Group  of 
Brookfield Corporation. PSG is an indirect, wholly owned subsidiary  of 
Brookfield Corporation, a leading global alternative asset manager.

©2023 Oaktree Capital Management, L.P.; ©2023 Brookfield Oaktree 
Wealth Solutions LLC.

The information contained herein is for educational and informational 
purposes only and does not constitute, and should not be construed as, 
an offer to sell, or a solicitation of an offer to buy, any securities 
or related financial instruments. This commentary discusses broad 
market, industry or sector trends, or other general economic or market 
conditions, and it is being provided on a confidential basis. 
It is not intended to provide an overview of the terms applicable to any 
products sponsored by Brookfield Asset Management Inc. and its 
affiliates (together, “Brookfield”). Information and views are subject to 
change without notice. Some of the information provided herein has 
been prepared based on Brookfield’s internal research, and certain 
information is based on various assumptions made by Brookfield, any of 
which may prove to be incorrect. Brookfield may not have verified 
(and disclaims any obligation to verify) the accuracy or completeness of 
any information included herein, including information that has been 
provided by third parties, and you cannot rely on Brookfield as having 
verified any of the information. The information provided herein reflects 
Brookfield’s perspectives and beliefs as of the date of this commentary.

FORWARD-LOOKING STATEMENTS
Information herein contains, includes or is based upon forward-looking 
statements within the meaning of the federal securities laws, specifically 
Section 21E of the Securities Exchange Act of 1934, as amended, and 
Canadian securities laws. Forward-looking statements include all 
statements, other than statements of historical fact, that address future 
activities, events or developments, including, without limitation, 
business or investment strategy or measures to implement strategy, 
competitive strengths, goals, expansion and growth of our business, 
plans, prospects and references to our future success. You can identify 
these statements by the fact that they do not relate strictly to historical or 
current facts. Words such as “anticipate,” “estimate,” “expect,” 
“project,” “intend,” “plan,” “believe” and other similar words are intended 
to identify these forward-looking statements. Forward-looking statements 
can be affected by inaccurate assumptions or by known or unknown 
risks and uncertainties. Many such factors will be important  in 
determining our actual future results or outcomes. Consequently,  no 
forward-looking statement can be guaranteed. Our actual results  or 
outcomes may vary materially. Given these uncertainties, you should not 
place undue reliance on these forward-looking statements.
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