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CIO Weekly Commentary

Real estate beckons as  
rate hopes waver
Bottom line up top
Rate expectations slip as the Fed keeps a tight grip. Global equity 
markets extended their weekly winning streak to four, despite last Wednesday’s 
U.S. Federal Reserve meeting that conveyed a more hawkish tone than investors 
expected or hoped. Even Friday’s blowout nonfarm payrolls report for January, 
which would normally be a case of “good news for the economy is bad news 
for the market” because it signals higher-for-longer monetary policy, did little 
to impede equity market gains. Positive earnings results from several notable 
mega-cap tech companies helped fuel the week’s rally. Bond markets, in 
contrast, suffered losses, with yields climbing on hotter-than-expected wage 
growth and fears of another U.S. regional bank mini-crisis. Fed Chair Jerome 
Powell’s post-meeting comments cast significant doubt about a potential rate cut 
in March, as well as the overall number of rate cuts expected in 2024 (Figure 1). 
While markets still anticipate a dovish path for monetary policy this year, we 
think last week marked the first of several hawkish resets of monetary policy 
expectations. Inflation, though moderating, remains above the Fed’s 2% target, 
and global economies (especially the U.S.) continue to prove resilient in the face 
of the higher-for-longer interest rate paradigm. 

Are equities earning their premiums? Approaching the midway point 
of the fourth quarter earnings season, the blended earnings growth rate for 
S&P 500 companies sits just above 1.6% — well short of the high-single-digit 
pace forecasted by analysts in early October. The combination of lackluster 
earnings and previous equity market appreciation has made U.S. stocks 
expensive. Even with last week’s modest pullback, the index is trading at a 
10%-15% valuation premium relative to its 10-year average on a 12-month 
forward price/earnings (P/E) basis. With that in mind, we believe investors 
should remain vigilant with their portfolio allocations, investing incremental 
dollars into asset classes that stand to benefit from interest rate stability  
(even at elevated levels) and a more measured pace of rate cuts.
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FIGURE 1: MARKET EXPECTATIONS CALL FOR QUICKER FED 
RATE CUTS
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Data sources: Bloomberg L.P., 31 Jan 2024. 

Portfolio considerations
Aggressive central bank rate-hiking policies have taken a toll on private real estate 
markets since late 2022. Driven by higher interest rates, real estate transaction 
volumes tumbled 48% in 2023 relative to 2022, and returns were negative in each 
of the past five quarters — resulting in a double-digit drawdown (-16.39%) over the 
full period (Figure 2). Negative headlines, particularly regarding office properties, 
have underscored poor sentiment for the broader asset class.

Real estate is languishing at the same time equity markets are hovering near 
all-time highs. However, there’s plenty of dry powder on hand, and we expect 
transaction activity to pick up, as most central banks have reached their peak 
policy rates for this cycle and will likely pivot to rate cuts this year. This backdrop 
makes real estate’s predictable, contractual cash flows an attractive source of 
diversified income for investors, potentially rekindling their appetite for the asset 
class and helping it recover over the coming quarters. We see opportunities in 
retail, housing and private real estate.

We believe that global retail is poised for outperformance in 2024. Within the U.S., 
grocery-anchored and necessity-based retail are seeing all-time low vacancies, and 
retailer expansions that have followed customers to suburban locales have been 
a plus for landlords. European grocery-anchored and convenience retail assets 
outside of urban cores are supported by healthy fundamentals and offer attractive 
investment opportunities. In Asia-Pacific markets, strong demand for retail is 
flowing through from tourism, while domestic consumption has benefited from 
a strong labor market. Necessity retail may provide downside protection in the 
face of a more fragile global economy in 2024, as consumers continue to require 
essential goods and services, trade down to lower-priced brands and stay local due 
to hybrid work arrangements. 

We believe  
investors should 
remain vigilant 
with their portfolio 
allocations, investing 
incremental dollars 
into asset classes 
that stand to  
benefit from interest 
rate stability.
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Across the globe, housing demand outweighs supply, resulting in sticker shock that 
prices out would-be homebuyers. The availability of affordable housing is an urgent 
need requiring solutions from strong private/public partnerships. For investors, 
this segment produces consistent income due to high occupancy rates and the 
safety of government-backed incentives. In the U.S., affordable housing has tended 
to outperform during economic downturns, making it an appropriate choice as 
growth decelerates. 

Lastly, private real estate as an asset class offers competitive yields relative to core 
fixed income, as well as historically negative correlations to stocks and bonds — 
making it a meaningful diversifying allocation within a portfolio.

FIGURE 2: PRIVATE REAL ESTATE HAS EXPERIENCED FEWER 
AND LESS SEVERE DRAWDOWNS THAN EQUITIES 
Private real estate vs. global equities max drawdowns (%)
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Data sources: Nuveen, 29 Dec 2023. Performance data shown represents past performance and does not predict or guarantee future 
results. Representative indexes: private real estate: NCREIF ODCE Total Return Index; global equities: MSCI ACWI Total Return Index. 
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We expect 
transaction activity 
to pick up, as most 
central banks have 
reached their peak 
policy rates for this 
cycle and will likely 
pivot to rate cuts 
this year.
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About Nuveen’s Global Investment Committee
Nuveen’s Global Investment Committee (GIC) brings together the most senior 
investors from across our platform of core and specialist capabilities, including 
all public and private markets.

Regular meetings of the GIC lead to published outlooks that offer:

• macro and asset class views that gain consensus among our investors

• insights from thematic “deep dive” discussions by the GIC and guest experts 
(markets, risk, geopolitics, demographics, etc.)

• guidance on how to turn our insights into action via regular commentary 
and communications
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For more information, please 
visit nuveen.com.

Endnotes

Sources
All market and economic data from Bloomberg, FactSet and Morningstar.
This material is not intended to be a recommendation or investment advice, does 
not constitute a solicitation to buy, sell or hold a security or an investment strategy, 
and is not provided in a fiduciary capacity. The information provided does not take 
into account the specific objectives or circumstances of any particular investor, or 
suggest any specific course of action. Investment decisions should be made based 
on an investor’s objectives and circumstances and in consultation with his or her 
financial professionals.
The views and opinions expressed are for informational and educational purposes 
only as of the date of production/writing and may change without notice at any 
time based on numerous factors, such as market or other conditions, legal and 
regulatory developments, additional risks and uncertainties and may not come to 
pass. This material may contain “forward-looking” information that is not purely 
historical in nature.
Such information may include, among other things, projections, forecasts, estimates 
of market returns, and proposed or expected portfolio composition. Any changes to 
assumptions that may have been made in preparing this material could have a material 
impact on the information presented herein by way of example. Performance data 
shown represents past performance and does not predict or guarantee future 
results. Investing involves risk; principal loss is possible.

All information has been obtained from sources believed to be reliable, but its accuracy 
is not guaranteed. There is no representation or warranty as to the current accuracy, 
reliability or completeness of, nor liability for, decisions based on such information 
and it should not be relied on as such. For term definitions and index descriptions, 
please access the glossary on nuveen.com. Please note, it is not possible to invest 
directly in an index.
Important information on risk
All investments carry a certain degree of risk and there is no assurance that an 
investment will provide positive performance over any period of time. Equity investing 
involves risk. Investments are also subject to political, currency and regulatory risks. 
Debt or fixed income securities are subject to market risk, credit risk, interest rate 
risk, call risk, derivatives risk, dollar roll transaction risk and income risk. As interest 
rates rise, bond prices fall. Below investment grade or high yield debt securities 
are subject to liquidity risk and heightened credit risk. Foreign investments involve 
additional risks, including currency fluctuation, political and economic instability, 
lack of liquidity and differing legal and accounting standards. These risks may be 
magnified in emerging markets. Asset-backed and mortgage-backed securities are 
subject to additional risks such as prepayment risk, liquidity risk, default risk and 
adverse economic developments. Preferred securities are subordinated to bonds and 
other debt instruments in a company’s capital structure and therefore are subject to 
greater credit risk. 
Nuveen, LLC provides investment services through its investment specialists.
This information does not constitute investment research as defined under MiFID.
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