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Following a pandemic-fueled course correction, the global real estate industry faces transformational
shifts in how buildings will be used, valued, and transacted in 2023 and beyond.

The 2023 commercial real estate outlook indicates there may be challenges ahead. Retail is at a
crossroads, and the future of office space is unclear. Plus, supply chain issues persist, and inflation
is near 40-year highs, prompting the Fed to steadily increase interest rates. But there are a few
bright spots in the commercial real estate forecast. Multifamily properties continue to perform well,
and the hot streak for industrial properties remains. Multifamily is currently the highest performing of
all asset classes. “As of the third quarter of 2022, multifamily vacancies are at 4.4%—a five-year
low,” said Victor Calanog, head of commercial real estate Economics at Moody’s Analytics.

The retail property forecast largely depends on location and retail category. For example, people still
want to shop at a grocery store for certain items, pick up prescriptions, get a haircut or grab coffee.
Neighborhood shopping centers in well-populated residential areas continue to perform well.

This is causing a rebirth and development of B and C class retail centers. Also the insurgence of city
grants and funds to small business are increasing the interest of startup businesses and increasing
the smaller space retail of 800 s/f to 1,500 s/f to lease for high lease rates. Also making these
spaces rare to find decreasing vacancy rates.

Sales activity tumbled most in the multifamily home market, dropping 49.4% compared to 12 months
prior. The median price of multifamily home sales in December saw the highest gains of all housing
types, however.  The price of $429,900 represented a 10.2% gain from the $390,000 median price
realized in December 2021. Pending sales fell by 44.9% year-over-year and the average days on
the market climbed by 9.7%, another indication of slowing activity in the months ahead.

Multifamily owners and investors aren’t immune to cost increases. But they can adjust rents
annually—sometimes even monthly—to account for market changes. Multifamily properties will
remain with strong rents thru 2023, but the purchase cap rate will have to increase for buyers due to
higher interest rates, taxes and expenses. In 2023 the multi- family will still be the best income
purchase for investors.

Some investors took equity line and cashed out by selling their properties and took the tax hit in
anticipation of buying multi’s at a much higher cap in 2023. The correction has started. We should
see a full impact by 3Q 2023.

Industrial outlook for 2023 appears to be strong for warehouse storage, tech, and R&D. There is a
shortage of spaces in the 10,000 s/f to 50,000 s/f spaces. This will continue to be a hot commodity
in 2023.



As we head into the new year, keep an eye on these 2023 commercial real estate trends and
opportunities. 
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