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Information about this Presentation
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This presentation is for informational and educational purposes only. This presentation is 

not intended to be and advertisement or relied on to make any investment decisions and is 

neither an offer to sell nor a solicitation of an offer to buy any securities or financial 

instruments or any investment advisory services from Intercontinental Real Estate 

Corporation (“Intercontinental”).  Some of the information in this report has been 

obtained or derived from third party sources believed by Intercontinental to be reliable, 

but Intercontinental does not represent that such information is accurate or complete and 

has not independently verified the accuracy or completeness of such information or 

assumptions on which such information is based. Any opinions or estimates contained and 

articulated in this presentation represent the judgment of Intercontinental at the time this 

presentation was prepared and are subject to change without notice.

Any statements in this presentation that are not historical facts are forward-looking 

statements that involve risks and uncertainties. Forward-looking statements are by their 

nature uncertain and actual performance of assets may differ materially from those 

reflected or contemplated in such forward-looking statements. Therefore, reliance should 

not be placed on such forward-looking statements. The author assumes no responsibility 

or obligation to update any such forward-looking statements. 



Executive Summary
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 A shift in economic regimes has occurred 

exiting the pandemic

 Increased inflation creates new challenges 

for capital markets 

 Real estate capital markets are impacted 



Background
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 Real estate returns have been strong since 

the GFC 

 Returns since the pandemic have been very 

strong

 Changing economic regimes present 

uncertainty going forward 



Real Estate Returns & Cap Rates 
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 Real estate returns are generated through 

income and appreciation 

 Capitalization (“Cap”) Rates are the common 

industry valuation metric within real estate

 Cap Rate = Net Operating Income 

(“NOI”)/Market Value



Inflation
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 Inflation has been running higher than the 

Fed’s 2% target

Source:  FRED, US Bureau of Labor Statistics, returns gross of fee, data as of 11/30/2022
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Interest Rates
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 The Fed is committed to raising rates to 

combat higher inflation

 Borrowing costs are rising as a result

 Path remains unclear with macro backdrop



Impact on Real Estate
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 Higher rates tend to put upward pressure 

on cap rates 

 Higher cap rates create lower valuations, all 

else being equal 

Source:  NCREIF, Federal Reserve Economic Data, as of 9/30/2022
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Macro Fundamentals 
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 Macro Fundamentals important to real 

estate returns include:

Employment

GDP Growth 

Inflation



Real Estate Fundamentals 
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 Fundamentals important to real estate 

returns include:

Rental Growth Rates

Vacancy Rates 

New Supply 

Functioning Capital Markets 

Return Expectations/Fund Flows 



Historical NCREIF Total Returns
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NCREIF Core Index has returned 8.9% since inception
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Sector Dispersion
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 Not all real estate sectors perform the same

Source:  NCREIF, returns gross of fee, data as of 9/30/2022
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Thoughts going forward
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 Rising rates are resetting valuations for capital 

markets, including real estate 

 NOI growth can offset valuation decreases, to 

some extent

 Some sectors maintain momentum despite 

financial market conditions – supply and demand 

matter 



Conclusion
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 Income helps provide the base for 

future real estate returns 

 Diversification helps mitigate headwinds 

in single sub-sectors 

Uncertain Times Ahead
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