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Q:  Is real estate a good investment today? 

 
Brian Lockhart:  I think it entirely depends on the geography and type of real estate you 
are considering investing in. Starting with residential real estate, many geographies can 
likely be considered to be in a bubble based on affordability. The price of single-family 
homes in many jurisdictions have risen far in excess of the increase in income of potential 
buyers, creating large imbalances. This has been facilitated, in some cases, by very large 
institutional investors buying residential real estate sight unseen for investment purposes. 
Historically, residential properties were acquired by people wanting to live in the home or 
for purposes of long-term rental income. Investment firms like Blackrock are purchasing 
homes with the intent to sell at higher prices. I expect this to create a major dislocation in 
the future as publicly traded investment firms liquidate holdings, creating a shock to 
supply and demand equilibrium. Commercial office space is in flux resulting from COVID 
restrictions and many people determining they can work from home. No one really knows 
how demand for office space will recover post-pandemic. I speculate that fewer people 
will work from offices, but the space per employee ratio will expand, making demand 
roughly equal to pre-pandemic levels. Until excess capacity is removed, pricing on 
commercial space will likely remain soft. Industrial real estate may be attractive in growing 
regions, although historically low cap rates could lead to concerns as rates move higher. 

 
Clint Pekrul, CFA:  It is hard to bet against real estate as an asset class in the long run. 
However, I think you must be highly selective about your exposure. On the one hand, 
there is the inflation aspect to real estate. It is well established that real estate investments 
can provide a hedge against inflation risk. In general, property values will tend to at least 
keep pace with the Consumer Price Index (CPI) in the long run, which can preserve 
purchasing power. Likewise, having indirect exposure to property through an investment 
such as a Real Estate Investment Trust (REIT) can provide rising income to help mitigate 
inflation risk.  

In the long-run, residential real estate should likely be a part of your overall asset 
allocation, either through your primary residence or through rental properties. Commercial 
real estate can be a bit trickier, particularly in the office space sector. With the onset of 
COVID in 2020, the way people work remotely now could have long lasting ramifications 
for office space. It will be interesting to see how expiring leases in the coming years will 
affect property values. I don’t see how we ever get back to where we were before the 
pandemic, given the desire for employees to work remotely. 


