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In a low interest rate environment and with plenty of undeployed capital, private equity firms
continue aggressive investments in commercial real estate assets.

The real estate market in which these firms invest is facing a variety of challenges and opportunities
given the ever-changing domestic and international political realities, rapid technological advances,
as well as changes in consumer behavior and preferences. In this context, here are six opportunities
and industry trends that real estate professionals should watch carefully:

1. Multi-family Residential: Many investors agree this is the hottest sector by far. There is concern
that the sector may be overheating, but developers and investors alike continue to plan and execute
multi-family residential projects (especially in strong markets with economic drivers) with cautious
optimism.

2. Qualified Opportunity Zones: Industry experts tend to view Qualified Opportunity Zones (QOZ) as
a tool, but not a strategy in and of itself. Most developers will only take advantage of the QOZ
program if the development project would have worked on its own without the QOZ benefits. To
many, QOZ is a “cherry on top.”

3. Retail: Developers and investors (especially institutional investors) are hesitant to build and invest
in this sector due to e-commerce pressures. However, there are firms who view this hesitancy as an
opportunity to acquire quality assets at higher cap rates, especially in light of very favorable
financing terms. Most believe that mixed use and experiential retail is the future and that car-sharing
presents an opportunity for retail owners to utilize more space at their properties for healthcare and
residential uses.

4. Office: Continues to be very strong in Class A markets, but perhaps more challenging than retail
when it comes to Class B and lower office space.



5. Disruption: Co-working and co-living space will continue to expand, especially as traditional
developers of residential, office, and hotel properties incorporate design, amenities, and other best
practices from the co-working/co-living/sharing economy frontrunners.

6. Where Are We in the Cycle? Sentiment is that we are getting close to the top of the market, but
that there is “still some runway left.” There is a general concern that lower and lower cap rates may
be pushing prices too high (especially in residential). However, many developers and investors
believe that there are still good deals out there to be made. The mantra is “keep calm, but de-risk.”
Many also believe that while a slow-down in the cycle is likely it won't be a “synchronized fall” of the
entire system as was the case in 2008.

John Pariseault is a real estate attorney and chair of the retail group at Hinckley Allen, Boston,
Mass.

New England Real Estate Journal - 17 Accord Park Drive #207, Norwell MA 02061 - (781) 878-4540



