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Strength & Stability
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Deep Financial Strength and a Long History of Real Estate Experience

Prudential Financial, Inc. (PFI)

 140 years of managing assets

 Listed on the NYSE (New York Stock Exchange, NYSE: PRU)

 US$1.27 Trillion1 of AUM

 One of the largest insurance companies in the United States

 A rated (Issuer Credit Rating)2 by Standard & Poor’s

PGIM

 Global Asset Manager with US$1.05 Trillion3 of AUM

 Top 10 Worldwide Institutional Money Manager4

PGIM Real Estate 

 US$66.5 Billion5 gross AUM globally

Fixed 

Income
Equity

PGIM Real Estate

Eric Adler, CEO/CIO
Alternatives

PFI

PGIM

Americas

K.R. Smith

A. Munk

Europe

R. Amabile

Asia Pacific

B. Theseira

Global Debt

A. Radkiewicz

Global REITs

M. Halle

1 As of June 30, 2016. 2 As of August 3, 2016. Source: Standard & Poor's. 3 Includes all assets managed by PGIM, Inc., the principal asset management business of PFI. Assets include public and private fixed income, 

public equity – both fundamental and quantitative and real estate) as of June 30, 2016.  4 As of May 30, 2016. Source: Pensions and Investments, Top Money Manager’s List. Based on PFI total worldwide institutional assets 

under management as of December 31, 2015.  5 As of June 30, 2016, total net assets under management equal $49.0 billion.
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Global Platform with Deep Local Knowledge and Expertise
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International Place (Boston, MA) Nex Mall (Singapore)Cavendish Square (London)

Overview

Assets Under Management: $66.5B gross1

Established in 1970

600 Professionals2

18 cities in the Americas, Europe

and Asia Pacific

500 institutional clients2

169 clients invested in multiple strategies

1 As of June 30, 2016. $49.0 billion net.  2 Approximately.

GLOBAL INVESTMENTS

(BASED ON GAV)1

FUND STRUCTURES

(BASED ON GAV)1

 73% Open-End Funds

 8% Closed-End Funds

 19% Single Client Accounts

 68% Americas: United States

 4% Americas: Latin America

 11% Europe

 9% Asia Pacific

 8% Global Real Estate Securities
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Pursuit of Innovation
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Pioneering Investment Strategies for More Than Four Decades

Note: Past performance is not a guarantee or a reliable indicator of future results.  

2006
Developed a private real 

estate vehicle for the U.S. 

defined contribution market 

1970
Launched the first open-end 

commingled real estate funds 

for U.S. investors

1998
Launched a senior 

housing focused fund 

in the United States 

2009
Established one of the first dedicated 

real estate debt fund platforms in Europe

Invested in the emerging multifamily 

sector in Mexico 

2Q16
$66.5B Gross AUM

$49.0B Net AUM 
1970
Began investing in

U.S. real estate

1982
Began investing 

in Europe

1994
Began investing

in Asia Pacific

2002
Began 

investing in 

Latin America

2005
Began investing in Global 

Real Estate Securities

1997
Introduced self-storage widely 

as an asset class for U.S. 

institutional investors

2013
Combined two closed-end funds 

into a publicly listed Mexican 

industrial investment vehicle

2011
Combined two closed-end 

funds into one of the largest 

open-end funds in Asia
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What is Commercial Real Estate?
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 Senior Housing

 Self-Storage

 Medical Offices

 Hotels
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 Apartments

 Shopping Centers

 Office Buildings

 Warehouses
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How does Commercial Real Estate Make Money?
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Income

 Rents from tenants

 Re-lease vacant space by attracting new tenants

 Manage Expenses – staff, maintenance, etc.

Appreciation

 Overall Economic Growth

 Demographic trends

 Neighborhood Improvements

 Renovations to the property

 Capital markets

PGIM Real Estate  |  Global Real Estate  |  October 2016  |  Ref: 16DCOLL-AEDKTP
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Real Estate Provides Both Income and Appreciation
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HISTORICAL PERFORMANCE

Sources: NCREIF, PGIM Real Estate. As of June 30, 2016.
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Many Economic Factors Impact Real Estate
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Key Economic Demand Drivers Key Drivers of Investment Demand

 GDP Growth 

 Job Growth

 Retail Sales

 Consumer Confidence

 Demographics

 Lifestyle Preferences

 House Prices

 Labor Force Growth

 Income Growth

 Auto Sales

 Domestic Migration Patterns

 Industrial Production

 Construction Costs

 Technological Developments

 Structural Economic Change

 Interest Rates

 Bank Lending Appetite

 Inflation

 Corporate Bond Yield Spreads

 Global Capital Flows

 Equity Markets Performance

 Risk Appetite
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Major Property Sectors: Apartment
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Major Economic Drivers

 Employment and income growth

 Demographic trends 

- Rise in Millennial population

- Geographic migration patterns

 Homeownership rates

 Construction lending

 Urbanization / Lifestyle preferences

Investment characteristics

 Short-term leases offer a hedge against inflation.

 Perceived stability during economic cycle.
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Major Property Sectors: Office
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Major Economic Drivers

 Job growth

 Technological change

 Educational attainment

Investment characteristics

 Rents demonstrate most volatility during the economic cycle. 

Market timing matters.

 Most globally consistent property type.

PGIM Real Estate  |  Global Real Estate  |  October 2016  |  Ref: 16DCOLL-AEDKTP

Isidora 3000

Santiago, Chile
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Major Property Sectors: Retail
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Major Economic Drivers

 Employment and income growth

 Retail sales growth

 Population and household growth

 Housing market

Investment characteristics

 Very micro-location and asset specific –

least ‘commodity like’ property sector

 Asset management very important 

 Consumer-oriented asset class versus 

corporate-oriented asset class.
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Major Property Sectors: Industrial
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Major Economic Drivers

 Global trade patterns and port traffic, e.g., 

Panama Canal expansion

 Manufacturing & industrial production

 E-commerce & retail sales

Investment characteristics

 Infill locations near ports & airports in demand 

and more supply constrained.

 Typically built in low-supply constrained areas 

with high obsolescence on cheaper land.

 Low rental or capital value growth over the long 

term; mostly an income play.
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Why Is Real Estate Attractive to Institutional Investors?
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Long-Term Performance. Private real estate has exhibited 

significantly lower volatility and competitive returns compared with 

bonds and stocks. Direct property investments have proven effective in 

preserving capital over a complete market cycle. 

Asset Class Diversification. Low correlations to other asset 

classes such as stocks and bonds, including European stocks and 

bonds, make commercial real estate an effective diversifier in a mixed-

asset portfolio.

Inflation Hedge. Commercial real estate has been a better store of 

wealth than stocks or government bonds in periods of high inflation.

Source: PGIM Real Estate. As of 2016.
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Real Estate is a Durable Asset
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Class-A Midtown 

Manhattan Office Building
Core Asset held by

Institutional Fund 

Purchased for $35M in 1974

Class-A Midtown 

Manhattan Office Building
Core Asset held by

Institutional Fund

Valued at $825M at 12/31/15
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Many Ways To Have Real Estate Exposure
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Source: PGIM Real Estate. As of 4Q15 Returns are net; There is no guarantee that expectations will be met. 

 As an asset class, 

commercial real estate 

offers a diverse range of 

opportunities to target 

varying degrees of return 

and risk.

 The opportunity set 

includes direct and 

indirect equity and debt 

investments.

YIELD COMPARISON ACROSS STRATEGIES

Opportunistic

Whole Mortgage

Core Property

Value Added

Structured Debt (Senior)

Public Securities

Risk

R
e

tu
rn

Structured Debt (Mezzanine)

Expected Returns: 13%-18%

Return Focus: Appreciation

Expected Returns: 9%-14%

Yield: 3+%

Return Focus:

Income + Appreciation

Expected Returns: 4%-9%

Yield: 4%-7%

Return Focus: Income
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Investment Universe of Global Commercial Real Estate
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ESTIMATED REAL ESTATE INVESTED UNIVERSE, 2014 

 32% U.S.

 4% Canada

 9% UK

 25% Europe

 8% Japan

 5% China

 10% Asia Pacific

 7% Rest of World

Globally, there is over 

$8 trillion of invested 

institutional real estate.

Source: IPD, PGIM Real Estate. As of March 2016.
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Rates Remain Low in an Easy Monetary Policy World
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YIELDS ON 10-YEAR GOVERNMENT BONDS AND FORECASTS
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United States           Eurozone          United Kingdom         Japan

Sources: Oxford Economics, Federal Reserve, ECB, Bank of England, Bank of Japan, PGIM Real Estate. As of July 2016.
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Strong Global Real Estate Returns Since 2011

ESTIMATED UNLEVERED ALL COMMERCIAL PROPERTY PRIME MARKET RETURN (%, PA)

Sources: Cushman & Wakefield, CoStar, JLL, CBRE, Colliers, PGIM Real Estate. As of July 2016.

4Q15 Prime = 14.8% Return

4Q15 Ave. = 10.4% Return

Prime L-T Ave. = 11.6% Return

4Q15 Regional Prime

Asia = 12%

Europe = 18%

U.S. = 18%
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Sources: Barclays, S&P, MSCI, PGIM Real Estate. As of June 30, 2016.

GLOBAL HISTORICAL PERFORMANCE

Global Real Estate Performance Holds its Own
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U.S. Real Estate Performance Holds its Own 
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U.S. HISTORICAL PERFORMANCE
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Private RE Stocks Bonds

Private Real Estate Correlation with 1.00 0.18 (0.11)

Sources: NCREIF, NAREIT, S&P, Barclays quarterly return data as of June 30, 2016.
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Sources: JLL Real Estate Intelligence Service 1Q16 

PRIME OFFICE YIELDS VS 10-YEAR BONDS (Q1 2016) 

Cap Rates Have Compressed Globally But Spreads Remain Relatively Wide 
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Office Yields Have Compressed Globally But Spreads 
Remain Relatively Wide 
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Transaction Volume Slowing Globally
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Sources: Real Capital Analytics, PGIM Real Estate. As of October 2016.

GLOBAL TRANSACTION VOLUME, QUARTERLY, ($BILLIONS)
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CROSS-BORDER INVESTMENT VOLUME BY DESTINATION ($ BILLION)

Cross-Border Investments Accounted For Nearly 
30% in 2015
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Sources: Real Capital Analytics, PGIM Real Estate. As of May 2016.
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U.S. Transaction Volume Easing
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Variety of Participants in U.S. Commercial Real Estate
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TOTAL INVESTMENT IN U.S. COMMERCIAL REAL ESTATE $ BIL, 2001-2016Q2

Source: Real Capital Analytics, PGIM Real Estate. As of June 30, 2016.

0

100

200

300

400

500

600

01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16Q2

Institution / Equity Fund REITs Private Investors Foreign User / other



Confidential information. Not for further distribution. 

Cross-Border Capital Flows to U.S. Reach New Highs

26

CROSS-BORDER CAPITAL FLOWS INTO THE UNITED STATES BY REGION OF ORIGIN ($BILLIONS)
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ANNUAL REAL GDP GROWTH, %
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Strong U.S. Labor Market
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U.S. ANNUAL EMPLOYMENT GAINS (MIL)

Sources: U.S. Bureau of Labor Statistics, NCREIF, Moody’s Analytics, PGIM Real Estate. As of September 2016.

Strengthening labor market is 

leading to better wage 

prospects, which will support 

consumption.
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15-YEAR FORECAST POPULATION GROWTH, CAGR 2015-2030

Sources: Oxford Economics, PGIM Real Estate. As of September 2016.
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The United States will 

continue to benefit from 

favorable population growth. 

Demographic Trends Are a Key Support for U.S. Economy
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RETAIL SALES EXCLUDING AUTOS AND GAS VS. CONSUMER CONFIDENCE

Consumers Are in Strong Shape
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HOUSEHOLD FINANCIAL OBLIGATIONS, % OF DISPOSABLE INCOME

Sources: Moody’s Analytics, Bureau of Census, PGIM Real Estate. As of September 2016.

Consumer financial obligations 

close to historical lows. 

Consumer spending and 

confidence are holding up well.
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U.S. Development Pipeline in Historical Context

31PGIM Real Estate  |  Global Real Estate  |  October 2016  |  Ref: 16DCOLL-AEDKTP

Sources:  PGIM Real Estate, Axiometrics, CoStar Portfolio Strategy. As of September 2016.

Averages by Property Type

Office Apartment Retail Industrial

10-Year 0.9% 1.2% 1.1% 1.2%

20-Year 1.4% 1.3% 1.7% 1.7%

5-Year Forecast 1.0% 1.4% 1.0% 1.7%
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NET ADDITIONS AS A PERCENTAGE OF EXISTING STOCK

 Apartment vacancies have 

plummeted, creating a strong need 

for new supply. 

 Office development pipeline remains 

limited in the near-term. 

 Strong demand for more efficient 

warehouse space driving new 

supply.

 Targeted retail development as firms 

adapt to e-commerce demands.

Forecast
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Sources: Moody’s Analytics, NCREIF, PGIM Real Estate. As of September 2016.

LEADING ECONOMIC INDEX AND ABSORPTION OF RETAIL, OFFICE, INDUSTRIAL SPACE (% OF STOCK)

NCREIF PROPERTY INDEX NOI GROWTH (4-QTR. ROLL) & OCCUPANCY – U.S. ALL PROPERTY TYPES

Leading 
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still suggest 

slower pace 
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this year. 
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Closing Thoughts
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History of Real Estate Investment

 Institutional real estate investment in the U.S. is a mature market with depth and significant transparency. Major European 

markets are broadly just behind. Institutional investment in Asia and Latin America has increased over the past decade.

Why is Real Estate Attractive? 

 Real estate provides a compelling yield and the opportunity for capital appreciation

 Commercial real estate can also provide inflation protection

Different Ways to Invest in Real Estate 

 There are a variety of ways to gain exposure to U.S. and global institutional real estate

U.S. Market Outlook

 The economic fundamentals appear healthy, supporting continued growth in tenant demand. Supply remains limited but is picking

up in selected sectors and metros. We expect continued growth in rents and incomes.

 With yields already at very low levels, the strongest gains in appreciation are likely past and returns are likely to be income-

driven. We expect further healthy total returns, though likely not matching recent double-digit performance.
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Important Information

PGIM is the primary asset management business of Prudential Financial, Inc. PGIM Real Estate is PGIM’s real estate investment advisory business and operates 

through PGIM, Inc., a registered investment advisor.  Prudential, the Prudential logo, PGIM Real Estate and the Rock symbol are service marks of Prudential 

Financial, Inc. and its related entities, registered in many jurisdictions worldwide.

These materials represent the views, opinions and recommendations of the author(s) regarding the economic conditions, asset classes, securities, issuers or 

financial instruments referenced herein.   Distribution of this information to any person other than the person to whom it was originally delivered and to such 

person’s advisers is unauthorized, and any reproduction of these materials, in whole or in part, or the divulgence of any of the contents hereof, without prior 

consent of PGIM Real Estate is prohibited.  Certain information contained herein has been obtained from sources that PGIM Real Estate believes to be reliable as 

of the date presented; however, PGIM Real Estate cannot guarantee the accuracy of such information, assure its completeness, or warrant such information will 

not be changed.  The information contained herein is current as of the date of issuance (or such earlier date as referenced herein) and is subject to change without 

notice. PGIM Real Estate has no obligation to update any or all of such information; nor do we make any express or implied warranties or representations as to the 

completeness or accuracy or accept responsibility for errors.  These materials are not intended as an offer or solicitation with respect to the purchase or sale of any 

security or other financial instrument or any investment management services and should not be used as the basis for any investment decision.  Past performance 

is no guarantee or reliable indicator of future results.  No liability whatsoever is accepted for any loss (whether direct, indirect, or consequential) that may arise from 

any use of the information contained in or derived from this report.  PGIM Real Estate and its affiliates may make investment decisions that are inconsistent with 

the recommendations or views expressed herein, including for proprietary accounts of PGIM Real Estate or its affiliates.

The opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not intended as recommendations 

of particular securities, financial instruments or strategies to particular clients or prospects.  No determination has been made regarding the suitability of any 

securities, financial instruments or strategies for particular clients or prospects.  For any securities or financial instruments mentioned herein, the recipient(s) of this 

report must make its own independent decisions. 
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Important Information

Conflicts of Interest: Key research team staff may be participating voting members of certain PGIM Real Estate fund and/or product investment committees with 

respect to decisions made on underlying investments or transactions. In addition, research personnel may receive incentive compensation based upon the overall 

performance of the organization itself and certain investment funds or products. At the date of issue, PGIM Real Estate and/or affiliates may be buying, selling, or 

holding significant positions in real estate, including publicly traded real estate securities.  PGIM Real Estate affiliates may develop and publish research that is 

independent of, and different than, the recommendations contained herein.  PGIM Real Estate personnel other than the author(s), such as sales, marketing and 

trading personnel, may provide oral or written market commentary or ideas to PGIM Real Estate’s clients or prospects or proprietary investment ideas that differ 

from the views expressed herein.  Additional information regarding actual and potential conflicts of interest is available in Part II of PGIM’s Form ADV.

ESTA PRESENTACIÓN SOLAMENTE HACE REFERENCIA A INFORMACIÓN GENERAL DEL MERCADO INMOBILIARIO Y NO ES NI DEBE CONSIDERARSE 

UNA OFERTA PRIVADA, NI VERSA SOBRE VALORES NO INSCRITOS EN EL REGISTRO DE VALORES O EN EL REGISTRO DE VALORES EXTRANJEROS 

QUE LLEVA LA SUPERINTENDENCIA DE VALORES Y SEGUROS.
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