
C
ommercial 
real estate has 
benefi tted from 
the sustained 
global economic 

recovery, which has driven 
demand for offi  ce, industrial 
and retail properties. But is there 
still room for growth in the 
multifamily and regional mall 
sectors? Leading investment and 
advisory professionals say the 
answer is yet.  

“We invest deeply in all major 
commercial real estate sectors 
on a global basis,” says Chris 
McGibbon, managing director, 
head of Americas, Global Real 
Estate, TIAA Global Real Estate. 
“In general, we look beyond cycles 
to long-term demographic trends.”

One of the drivers of 
multifamily demand in the U.S. 
and Canada is the size of the 
Millennial generation as well 
as the infl ow of immigrants 
from around the world, says 
Doug Poutasse, EVP and 
head of strategy at Bentall 
Kennedy, a Sun Life Investment 
Management Company. “Unlike 
the baby bust that followed the 
Baby Boom generation, there 
is no drop off  in births this 
time. Th erefore, we expect a 
continuous wave of potential 
renters going forward.”

Retail is also in high demand, 
adds Poutasse. “Millennials 
don’t want to live somewhere 

without take-out food in walking 
distance. So you need a mix of 
uses and public spaces, including 
regional malls.”

Noting that the multifamily 
market remains strong, Calvin 
Schnure, SVP, Research & 
Economic Analysis, National 
Association of Real Estate 
Investment Trusts (NAREIT), says, 
“Th e retail sector is still recovering, 
but moving in the right direction.” 
In addition, the growth of 
ecommerce has increased the need 
for warehouse and distribution 
facilities, he adds.

 Looking at the overall U.S. 
commercial real estate market, 
the FTSE NAREIT U.S. Real 
Estate Index rose 2.29 percent 
last year following a 27.15 
percent rise in 2014.  Last year’s 
performance surpassed the S&P 
500, Dow Jones Industrials and 
Russell 2000 Total Return Index, 
according to NAREIT research. 

Multifamily: Demand far 
surpasses supply

While some investors are 
concerned about overbuilding in 
the multifamily market, the pace 
of new construction is well below 
demand, says Chris Spain, EVP, 
capital markets investment sales 
and acquisitions, Cushman & 
Wakefi eld in Atlanta. 

“We are used to multifamily 
boom and bust cycles, but I 
believe we have a well-balanced 

market. Today, we have 
working families, Boomers and 
Millennials who choose to rent 
instead of own.”

In the Southeastern U.S., 
Spain has seen rental apartment 
values go up $50,000 to $60,000 a 
unit in the past three years, with 
a similar rise in rents. “Returns 
haven’t changed very much and 
the cap rate [the ratio of net 
operating income to asset value] 
for core product in the region 
remains around 4.5 percent.”

Nationwide, the value of 
U.S. apartment REITs has 
doubled in the past fi ve years, 
reaching approximately $150 
billion in 2015, according to 
NAREIT statistics.

“About 1.25 million new 
households form each year in 
the U.S.” says Schnure. “Since the 
fi nancial crisis, new construction 
has been as low as 500,000 units 
a year. Th at means if you own an 
existing building, you can expect 
a high occupancy and charge a 
good rent.”

Leading investment 
companies are deploying various 
strategies to capitalize on the 
strong multifamily market. “We 
have focused on urban locations 
and infi ll areas,” says Ric Clark, 
senior managing partner and 
chairman. Brookfi eld Property 
Group. Brookfi eld is developing 
Manhattan West, a 5.4 million-
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“We are used to 
multifamily boom and 
bust cycles, but I believe 
we have a well-balanced 
market. Today, we 
have working families, 
Boomers and Millennials 
who choose to rent 
instead of own.”

Chris Spain, EVP, capital 
markets investment sales  
Cushman & Wakefi eld
in Atlanta. 

“We invest deeply in 
all major commercial 
real estate sectors 
on a global basis.” 

Chris McGibbon, managing 
director, head of Americas, 
Global Real Estate, 
TIAA Global Real Estate
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Should institutional investors continue to invest in real estate 
given the maturity of the cycle? 
McGibbon: Commercial real estate has a healthy spread versus U.S. 

Treasuries and offers infl ation protection as well, since the rental 

income stream is tied to the economy. In the U.S. we are well into 

the recovery phase. However, market timing is not a major factor 

for clients with long-term, 20-30 year investment horizons.  

Are there strong correlations across global real estate markets?
McGibbon: While the major developed economies tend to move 

together, there are variations in their real estate markets. For 

example, offi ce buildings in Germany and Sweden did lose 

value during the 2008-09 downturn, unlike those in New York 

and London. For investors with a total return perspective, we 

often recommend meaningful diversifi cation overseas. We have 

18 offi ces around the world, helping us identify markets that 

still offer relative value, such as Spain, Portugal, Poland and 

South America.

MULTIFAMILY

What is the size and strength of the U.S. multifamily market?
Martha: Today, approximately 36 percent of all U.S. households 

consist of renters, and the multifamily segment enjoys demand 

from a wide variety of consumers. The fundamental drivers of 

growth remain strong, as millions of Millennials are entering the 

rental market every year. They have delayed major life decisions, 

such as buying homes, and are far more mobile than their parents’ 

generation in terms of moving from job to job. On the supply side, 

multifamily construction is increasing but remains well below the 

level of demand. 

How long have you been active in this market?
Martha: The sector has become an increasingly key focus for 

our fi rm. We currently manage more than $11.4 billion in 

multifamily assets, including $9.2 billion in direct equity 

comprising 117 properties.

Where do you see current opportunities?
Martha: Rental housing is such a large market that there are 

many opportunities for strategic diversifi cation within it. We 

believe in owning housing that meets the demands of the 

middle class, the most durable component of the multifamily 

sector. One of our series of funds focuses on workforce housing 

with an emphasis on value-add repositioning and specialty low-

cost fi nancing strategies.

Please describe your multifamily strategy.
Martha: Our strategy is based on acquisitions and repositioning, 

rather than new development. We look for properties that are well-

positioned geographically, but are undercapitalized or need better 

management. We then upgrade those apartments to provide high-

quality housing at a value price in the workforce housing market, 

generating strong returns for our investors.

What about senior housing?
Martha: We believe there are good opportunities in serving both 

Millennials and the other end of the demographic spectrum. 

Currently we are evaluating investment opportunities and potential 

CAPITALIZING ON GLOBAL 
REAL ESTATE OPPORTUNITIES

Institutional Investor recently interviewed 
three TIAA Global Asset Management 
executives about opportunities in the 
multifamily, student housing and retail 
sectors. Here are their responses. 

Chris McGibbon, managing 
director, head of Americas, 
Global Real Estate

James G. Martha, managing 
director, Global Real Estate

Michael O. Schwaab, senior 
director, Global Real Estate
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partnerships in senior housing and plan to cater to this growing 

demand from the Boomer generation.

STUDENT HOUSING

Why did TIAA start investing in the sector?
Schwaab: We have participated in the sector for about two 

decades and continue to like the demographic underpinnings that 

drive demand for student housing. With the younger Millennials 

and older members of Generation Z entering college, enrollment is 

expected to increase by another 3 million students in the next fi ve 

to ten years. Another advantage of student housing is its counter-

cyclical nature. Enrollments tend to rise when the economy turns 

down, helping to stabilize a commercial real estate portfolio.

Where do you make your investments?
Schwaab: We focus on serving students at top-tier public 

universities that have Division I athletic programs and 

enrollments above 15,000. Public institutions are more 

transparent with regard to their housing policies, and they are 

more affordable than private institutions, so this strategy also 

caters to the middle-class market. 

What is your student housing strategy?
Schwaab: We acquire existing off-campus privately owned housing 

with stable cash fl ows and, for select investments, value–add 

potential. In 2015, we closed about $115 million in transactions 

and plan to acquire $300 to $500 million in 2016. We are also a 

lender in the space.

What are the challenges with student housing?
Schwaab: Student housing has a leasing cycle that ends once the 

academic year begins. Our rental management partners begin 

preleasing early in the school year, aiming to fi ll up all the beds in 

these units before the start of the next fall semester. Because the 

leasing risk is higher than other types of rentals, these properties 

tend to generate a yield that is typically 50 to 100 basis points 

higher than conventional rental. 

REGIONAL MALLS

What are your thoughts on the retail sector, including 
regional malls?
McGibbon: In my view, supply constraints are the most important 

drivers of returns in retail, as well as other real estate sectors.  

Therefore, we look carefully at the regional malls that own the 

retail trade area in an already developed market, where there are 

signifi cant constraints on new projects. 

Why do you look at the market leaders?
McGibbon: The malls that are number one or two in their trade 

areas, based on sales production and rent levels, have ongoing 

market momentum. New tenants want to rent space in the mall, 

and the outparcels offer potential development opportunities. 

What about repositioning older malls?
McGibbon: You can expand a 600,000-square-foot regional mall 

to 800,000 square feet, add new restaurants or other lifestyle 

segments on the periphery for an incremental investment of 

capital. We believe that’s a much more effective strategy than 

trying to renovate and reposition an older mall with questionable 

anchors. It is very hard to turn around a regional mall that’s 

number three or four in its market.

Are there retail opportunities outside the U.S.?
McGibbon: We are looking at outlet mall opportunities in Europe, 

and partnering with a Spanish operator to create a development 

pipeline in markets outside the major European metro areas. 

Having a local partner is crucial, because you need to have those 

boots on the ground.

About TIAA Global Asset Management: 

TIAA Global Asset Management provides investment advice and portfolio 

management through Teachers Insurance and Annuity Association (TIAA) and 

more than a dozen affi liated registered investment advisers. Collectively managing 

$854 billion in assets, as of 12/31/15, the business provides access to innovative 

investment strategies through expertise that spans traditional and alternative asset 

classes, generating new investment opportunities for clients through a wide array 

of vehicles including funds, customized strategies and solutions. TIAA has been an 

active investor in direct real estate for more than 60 years, and with our global real 

estate platform which includes London-based affi liate TH Real Estate, is the largest 

real estate manager of U.S. tax-exempt assets and the third largest manager of 

worldwide real estate assets with nearly $92bn AUM* as of 12/31/15.

* Pensions & Investments, October 19, 2015. Rankings based on TIAA Global 

Real Assets institutional tax-exempt assets under management as of June 

30, 2015  reported by each responding asset manager. TGRA has nearly $100 

billion in AUM consisting of mandates covering timber, agriculture, energy, 

infrastructure, real estate and related fi nancing investments.
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buy or sell any product or service to which this information may relate. 
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square-foot mixed-use project 
with 840 rental apartments, 
as well as another 700 units 
in Brooklyn.  

“We are also acquiring 
older suburban properties and 
renovating them as a turnaround 
play,” adds Clark, noting that 
Brookfi eld’s portfolio includes 
about 40,000 apartment units. 
“With little new development 
in the works, we think the next 
several years look good.”

In contrast, TIAA Global 
Real Estate has focused on 
workforce housing that caters 
to middle-class renters, such as 
nurses, teachers, police offi  cers 
and construction workers. “Th is 
segment of the market has strong 
fundamentals and continues to be 
underserved in terms of supply,” 
says James G. Martha, managing 
director, Global Real Estate. 

“Student housing and senior 
housing are two strategies that 
complement the workforce 
multifamily market, Martha 
adds. “Th ey target diff erent 
demographic segments of 
core-like demand, creating 
diversifi cation opportunities 
within this sector. 

Bentall Kennedy is developing 
new rental apartments in the 
U.S. and Canadian innovation 
markets where high-paying 
jobs and lifestyle amenities are 

located within walking distance 
of multifamily communities.  
“San Francisco is one innovation 
market where we have invested in 
multifamily products,” says Amy 
Price, COO, Bentall Kennedy 
United States. “Because of 
tremendous demand and supply 
constraints, we are now looking 
at Oakland, which has very 
compelling dynamics, including 
a 12-minute BART ride to 
downtown San Francisco.” 

Looking to the future, Price 

says, “With multifamily, you 
need a long-term view of 
investing. It’s hard to develop 
or acquire properties with a 
short-term perspective.”

Regional malls: 
A split market

In the past decade, the growth 
of ecommerce has had a major 
impact on brick-and-mortar 
retail outlets.  “More than half 
the growth of total retail sales 
since 2011 has been ecommerce 
and that share continues to 
rise,” says Schnure. “Successful 
retailers are integrating their 
online platform with mall stores 
as showrooms and shopping 
places – it’s a big adjustment.”

As in multifamily, demand is 
growing faster than supply with 
about 2 million square feet of 
new retail construction annually 
compared with 3 million square 

feet net absorption of retail 
space. Retail rent growth is rising 
gradually with a 2 percent increase 
in 2015, according to NAREIT.

Across the U.S., the regional 
mall market is divided between 
the “haves” and the “have-nots,”  
says McGibbon. “Th e A and AA 
credit malls that dominate their 
trade areas appear to be stronger 
than ever, while the B and C 
credit malls continue to struggle. 
An intelligent deployment of 
capital into an A or AA mall can 
deliver twice the return of an 
investment made in upgrading or 
renovating older retail centers.”

Mark Gilbert, EVP, capital 
markets retail investment 
advisors, Cushman & Wakefi eld 
in Miami, agrees. “Retailers 
pay close attention to sales per 
square foot,” he says. “When 
they have an opportunity to be 
in a better mall, they move there 
quickly.”  

In dense urban markets 
like South Florida, developers 
are planning new massive 
projects catering to tourists as 
well as local residents.  Gilbert 
points to Brickell City Centre, 
a $1 billion mixed-use project 
near downtown Miami, as an 
example of this trend. “With 
offi  ce, multifamily, hotel and 
condominium components, plus 
a transit stop, you couldn’t create 
a better environment for retail 
shopping,” he says. 

Other investment opportuni-
ties include acquiring existing 
malls in smaller markets with ad-
ditional development rights, such 
as adding apartments or offi  ces,” 
Gilbert says. “Th at makes the U.S. 
gateway and coastal markets more 
attractive to retailers. 

Looking beyond the U.S. 
retail market, McGibbon 
says, “We believe there is still 
good value in emerging global 
markets, although there are far 
more uncertainties than in the 
U.S. I believe the market oft en 
undervalues the premium needed 
for emerging market volatility, 
but if you can stand the ups and 
downs, there is good value there 
in the long run.” ■
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“We are also acquiring 
older suburban properties 
and renovating them as a 
turnaround play. With little 
new development in the 
works, we think the next 
several years look good.”
Ric Clark, senior managing 
partner and chairman. 
Brookfi eld Property Group.

“More than half the 
growth of total retail 
sales since 2011 has 
been ecommerce and that 
share continues to rise.” 
Calvin Schnure, SVP, 
Research & Economic 
Analysis, National Association 
of Real Estate Investment 
Trusts (NAREIT)

“Unlike the baby bust that 
followed the Baby Boom 
generation, there is no 
drop off in births this time. 
Therefore, we expect a 
continuous wave of poten-
tial renters going forward.”
Doug Poutasse, EVP and 
head of strategy at Bentall 
Kennedy, a Sun Life Investment 
Management Company. 
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APARTMENT REITS
The value of real estate portfolios of Apartment REITs doubled over the past fi ve years
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New York  |  Chicago  |  Houston  |  Los Angeles  |  San Francisco  |  Washington D.C.

London  |  Amsterdam  |  Frankfurt  |  Hong Kong  |  Tokyo  |  Seoul

Raised Over $3 Billion of Real Estate Capital including  

Final Closes for Core Plus Fund IV and Our Inaugural Europe 

Realty Fund. Actively Seeking New Property Investments. 

CAPITAL  
READY

Sold $3.2 Billion of Property Globally.TIMELY  
SALES

Acquired $2.3 Billion of Assets Further Expanding our Global 

Footprint with Investments in Major Metropolitan Areas Around 

the World, including New York, Washington D.C., Chicago,  

Los Angeles, London, Amsterdam, Dublin and Hong Kong.

EXPANDING  
REACH

At Angelo, Gordon & Co. we understand real estate. For over 20 years we have focused on a value-added 

approach by acquiring and repositioning sub-performing real estate properties in connection with local part-

ners. Our partners are best-in-class operators in all asset classes across major metropolitan areas around the 

world. We have engaged in over 350 transactions and have earned a reputation for our exceptional partner 

relationships. To learn more about how we can work with you on your next deal and what has made us a 

leading real estate investor for decades, call Adam Schwartz or Reid Liffmann at 212-692-2000.

ANGELO, GORDON & CO. 
RECORD SUCCESS IN 2015
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