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As we move into the new year, the U.S. real 
estate market is showing renewed strength. 
After a period of repricing, the asset class is once 
again attracting capital as investors take 
advantage of the cyclical opportunity. The 
macroeconomic backdrop, and specifically the 
capital market, has turned constructive. While 
growth has moderated, inflationary pressures are 
normalizing and short-term interest rates are 
trending toward neutral levels. This is creating a 
more attractive investment backdrop. Real estate 
fundamentals remain solid, with quality assets 
and strong operational execution increasingly 
defining performance across sectors.

Economic growth is expected remain steady. 
Policy volatility has been a drag on growth, but 
technology-driven investment is offering a lift. 
Business investment in artificial intelligence 
applications and the related expansion in data 
center construction are driving growth. Demand 
for new technology has supported expansion 
despite contractions in the federal government, 
residential investment, and policy-sensitive 
sectors, namely retail and agriculture. The first 
half of 2025 saw real GDP expand by 2.1%¹. 

Inflation is above target, but has stabilized. As 
of Q3 2025, U.S. inflation is trending at roughly a 
3% p.a. pace. At the same time, due to concerns 
that the federal funds rate had become too 
restrictive amid signs of a softening labor market, 
the Federal Reserve resumed cuts in the third 
quarter. Two modest “risk management” cuts, as 
described by Chair Powell, are intended to bring 
interest rate policy toward neutral². However, 
tariff-related pressures are anticipated to keep 
inflation elevated above the Federal Reserve’s 
2% target in the near term.

Supply and demand for labor have softened. 
Hiring has slowed, although the reduction in 
labor supply has kept unemployment low. The 
U.S. unemployment rate has been below 4.5%³ 
since October 2021, the longest period of low 
joblessness in over 50 years. The longevity of this 
balanced labor market could place upward 
pressure on wages and, by extension, inflation. 
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Key Takeaways

• Stabilizing macroeconomic conditions: Technology investment is lifting U.S. growth 
despite elevated inflation, as slower labor market conditions allow for a more 
accommodative interest rate policy. Together, these factors support near-term growth.

• Cautious optimism: Repricing, improved liquidity, and healthy fundamentals are bringing 
investors back to U.S. real estate for selective opportunities.

• New dynamics: Quality assets and active asset management expertise are expected to 
define the winners across sectors and markets in the new real estate cycle. Portfolio 
positioning in line with structural changes, such as digitalization and demographics, 
remains key to long-term outperformance.

Simon Durkin
Global Head of Real Estate Research
simon.durkin@blackrock.com

Alex Symes
US Research & Product Strategy
Alex.symes@blackrock.com

Note: 1. U.S. Bureau of Economic Analysis, as at 25 September 2025. 2. U.S. Federal Reserve Bank Press Conference, as at 29 October 2025. 3. U.S. Bureau of 

Labor Statistics, as at 5 September 2025.

Source: Oxford Economics; 10 November 2025. Forecasts may not come 
to pass.  

Figure 1: U.S. Macroeconomic Outlook

As of November 2025, the federal funds rate sits 
at 3.75%-4.0%4, down 50 basis points from last 
year and 150 basis points from the peak of the 
tightening cycle. Lower rates have improved 
conditions for debt-financed real estate buyers 
and helped mitigate the impact of refinancing 
debt secured during the low-rate environment 
between 2020 and early 2022. Meanwhile, the 
long end of the yield curve faces upward pressure 
from U.S. government debt, volatile international 
relations, and an aging domestic population.
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Figure 3: Rolling Annual Volume by Property 
Type

Major property type transaction volume, at $400 
billion for the year ending in 3Q 2025, is up 23% 
over the prior year and at its highest level since 
2023. Each major sector experienced volume 
growth of at least 20% year-over-year, led by the 
deeply repriced office sector. Although still out of 
favor, pricing for most offices is competitive 
relative to replacement costs, and this fueled 
renewed investor interest in the sector. The retail 
sector capital market has also recovered with 
trailing year volume back in-line with historical 
trends and steady yields.

Core values poised to realign with market 
pricing growth. Market prices reached their 
trough in Q3 2024, just as transaction activity 
began to recover which set the stage for renewed 
momentum in core capital values. We believe the 
recent lag in U.S. core fund performance reflects 
temporary imbalances across sectors rather than 
structural weakness. Industrial values, after 
exceptional gains during the pandemic, have 
normalized at elevated levels. Apartments and 
alternative sectors remain resilient near pre-
pandemic levels, while retail has stabilized and 
office is beginning to show early signs of 
adjustment. As market conditions improve, core 
funds are well positioned to benefit from broader 
price recovery and renewed investor demand.
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Figure 4: Core Capital Value and Market Pricing 
Growth

Source: NCREIF, Green Street; as of 30 October 2025. 2025 data consists 
of the first three quarters. 
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This divergence between short- and long-term 
rates underscores real estate’s appeal as a 
portfolio diversifier. The asset class offers a 
distinctive blend of bond-like characteristics, 
through inflation resilience, with equity-like 
potential for capital appreciation. In an 
environment of shifting monetary policy and 
structural inflation risk, real estate should stand 
out as a balanced, resilient source of total return.

Capital Markets and 
Property Sector Outlook

Real estate as an asset class is entering a new 
phase of the cycle. Easing financial conditions 
and stabilizing fundamentals are drawing 
investors back but they are significantly more 
selective than they were prior to interest rate 
increases in 2022. Caution is warranted: the 
trajectory of income growth now varies more 
widely across property types, and even among 
individual assets, reflecting a market increasingly 
driven by fundamentals and execution. As a 
result, performance going forward will hinge less 
on broad market recovery and more on 
identifying the sectors and assets that are best 
positioned to capture growth. 

Reinvigorated capital market. Investors are 
back in the market for real estate assets, as total 
transaction volume grew by double-digits over 
the past 5 years.  Apartment and industrial assets 
in the U.S. continued to draw the most interest 
from investors, with these two sectors accounting 
for two-thirds of major property type volume over 
year ending in 3Q 2025. Aggregate yields have 
largely stabilized, with modest compression in 
the apartment sector and continued expansion in 
office cap rates. 

3

Note:4. U.S. Federal Reserve Bank, as of 29 October 2025. 5. MSCI Real Assets, Transaction Volumes as of 23 October 2025.

US Real Estate Outlook

Figure 2: U.S. Treasury Yield Curve

Source: U.S. Treasury, as of 3 November 2025.
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The apartment sector remains resilient. The 
U.S. housing market remains structurally 
undersupplied across both rental and ownership 
markets, supporting residential demand. 
Apartment construction has created some 
softness in the market, but the vacancy rate 
nationally remains stable as new deliveries lease 
up quickly. With home prices and mortgage rates 
keeping would-be buyers in rental housing 
longer, and more renters choosing to stay by 
preference, rental demand remains strong. These 
dynamics, combined with the sector’s resilience 
through economic cycles, are expected to sustain 
apartment performance in the near term, 
although we expect regional variation to persist.

Policy uncertainty contributes to volatility in 
industrial fundamentals. Warehouse and 
logistics leasing slowed midyear as operators 
paused decisions amid tariff uncertainty, but the 
sector’s underlying strength remains intact. Once 
trade policy clarity returns, pent-up demand is 
expected to drive a renewed wave of leasing 
activity. While the temporary pause and ongoing 
new supply have nudged vacancies higher and 
moderated rent growth, the sector continues to 
benefit from significant mark-to-market income 
gains. We believe Sunbelt markets, particularly in 
Florida, Texas, and the Carolinas, are positioned 
to outperform, supported by strong population 
growth, expanding trade flows, and resilient 
consumer demand. 

Solid retail fundamentals exist despite 
diverging consumer trends, meaning selectivity 
is key. Retail performance remains robust overall, 
with shopping centers leading, malls mixed, and 
select high-street corridors still recovering. 
Expanding retailers are competing for prime 
space, and after a decade of limited development, 
vacancy in top locations is scarce. Consumer 
spending is diverging. High-income households, 
especially those benefiting from the stock market 
increases over the past few years, continue to

4
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spend, while lower-income consumers pull back 
amid higher costs. This split supports luxury 
retail and grocery-anchored assets.

The office market remains polarized. The office 
market faces positive and negative impacts of 
digitization. Fundamentals are weak as the office 
sector moves through its technology-driven 
rightsizing.  However, the recovery in leasing 
activity reflects new demand from larger 
companies bringing workers back to the office. AI 
and finance clusters appear to be benefitting the 
most. The best offices in each market are 
attracting and retaining tenants, while other 
offices struggle with excess vacancy. Low-quality 
offices are targets for adaptive reuse, especially 
after repricing.

The alternative real estate segment is 
attracting growing investor interest, supported 
by strong structural demand drivers. Senior 
housing led alternative transaction volumes over 
the past year, followed by student housing, 
medical office, and self-storage. Data center 
activity remains limited, as investors typically 
access the sector through build-to-suit projects 
or powered land sales. While the relative 
immaturity of these sectors calls for selectivity, 
their distinct demand fundamentals and long-
term growth potential make alternatives 
increasingly compelling.

Figure 5: Core Capital Value Index by Property Type (Q1 2019 = 100)

Source: NCREIF, NFI-ODCE properties only, as 30 October 2025. 

Conclusion
U.S. real estate investors with capital to deploy 
are well-positioned to take advantage of 
cyclical opportunities. However, navigating the 
market will require finesse. Selectivity and 
alignment with structural and technological 
change will be essential to sustaining long-
term performance. Equally important is 
identifying sectors and markets with durable 
demand over the business cycle with an 
emphasis on quality assets and operators.
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regulator in any Latin American country and thus, may not be publicly offered in any such countries. The securities regulators of any country within Latin America 
have not confirmed the accuracy of any information contained herein. No information discussed herein can be provided to the general public in Latin America. 
The contents of this material are strictly confidential and must not be passed to any third party.

In Argentina, only for use with Qualified Investors under the definition as set by the Comisión Nacional de Valores (CNV). In Brazil, this private offer does not 
constitute a public offer, and is not registered with the Brazilian Securities and Exchange Commission, for use only with professional investors as such term is 
defined by the Comissão de Valores Mobiliários. In Colombia, the promotion of each product discussed herein is carried out through the Representative Office of 
BlackRock Fund Advisors, authorized by the Colombian Financial Superintendence. The transmission of this information does not constitute a securities public 
offering in Colombia. The products discussed herein may not be promoted or marketed in Colombia or to Colombian residents unless such promotion and 
marketing is made in compliance with Decree 2555 of 2010 and other applicable rules and regulations related to the promotion of foreign financial and/or 
securities related products or services in Colombia.With the receipt of these materials, and unless the Client contacts BlackRock with additional requests for 
information, the Client agrees to have been provided the information for due advisory required by the marketing and promotion regulatory regime applicable in 
Colombia. In Chile, The securities if any described in this document are foreign securities, therefore: i) their rights and obligations will be subject to the legal 
framework of the issuer's country of origin, and therefore, investors must inform themselves regarding the form and means through which they may exercise 
their rights; and that ii) the supervision of the Commission for the Financial Market (Comisión para el Mercado Financiero or “CMF”) will be concentrated 
exclusively on compliance with the information obligations established in General Standard No. 352 of the CMF and that, therefore, the supervision of the 
security and its issuer will be mainly made by the foreign regulator; In the case of a fund not registered with the CMF is subject to General Rule No. 336 issued by 
the SVS (now the CMF). The subject matter of this sale may include securities not registered with the CMF; therefore, such securities are not subject to the 
supervision of the CMF. Since the securities are not registered in Chile, there is no obligation of the issuer to make publicly available information about the 
securities in Chile. The securities shall not be subject to public offering in Chile unless registered with the relevant registry of the CMF. In Peru, this private offer 
does not constitute a public offer, and is not registered with the Securities Market Public Registry of the Peruvian Securities Market Commission, for use only with 
institutional investors as such term is defined by the Superintendencia de Banca, Seguros y AFP. In Uruguay, the Securities are not and will not be registered with 
the Central Bank of Uruguay. The Securities are not and will not be offered publicly in or from Uruguay and are not and will not be traded on any Uruguayan stock 
exchange. This offer has not been and will not be announced to the public and offering materials will not be made available to the general public except in 
circumstances which do not constitute a public offering of securities in Uruguay, in compliance with the requirements of the Uruguayan Securities Market Law 
(Law Nº 18.627 and Decree 322/011).
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IN MEXICO, FOR INSTITUTIONAL AND QUALIFIED INVESTORS USE ONLY. INVESTING INVOLVES RISK, INCLUDING POSSIBLE LOSS OF PRINCIPAL. THIS 
MATERIAL IS PROVIDED FOR EDUCATIONAL AND INFORMATIONAL PURPOSES ONLY AND DOES NOT CONSTITUTE AN OFFER OR SOLICITATION TO SELL OR 
A SOLICITATION OF AN OFFER TO BUY ANY SHARES OF ANY FUND OR SECURITY. This information does not consider the investment objectives, risk tolerance 
or the financial circumstances of any specific investor. This information does not replace the obligation of financial advisor to apply his/her best judgment in 
making investment decisions or investment recommendations. It is your responsibility to inform yourself of, and to observe, all applicable laws and regulations of 
Mexico. If any funds, securities or investment strategies are mentioned or inferred in this material, such funds, securities or strategies have not been registered 
with the Mexican National Banking and Securities Commission (Comisión Nacional Bancaria y de Valores, the “CNBV”) and thus, may not be publicly offered in 
Mexico. The CNBV has not confirmed the accuracy of any information contained herein. The provision of investment management and investment advisory 
services (“Investment Services”) is a regulated activity in Mexico, subject to strict rules, and performed under the supervision of the CNBV. These materials are 
shared for information purposes only, do not constitute investment advice, and are being shared in the understanding that the addressee is an Institutional or 
Qualified investor as defined under Mexican Securities (Ley del Mercado de Valores). Each potential investor shall make its own investment decision based on 
their own analysis of the available information. Please note that by receiving these materials, it shall be construed as a representation by the receiver that it is an 
Institutional or Qualified investor as defined under Mexican law. BlackRock México Operadora, S.A. de C.V., Sociedad Operadora de Fondos de Inversión 
(“BlackRock México Operadora”) is a Mexican subsidiary of BlackRock, Inc., authorized by the CNBV as a Mutual Fund Manager (Operadora de Fondos), and as 
such, authorized to manage Mexican mutual funds, ETFs and provide Investment Advisory Services. For more information on the Investment Services offered by 
BlackRock Mexico, please review our Investment Services Guide available in www.blackrock.com/mx. This material represents an assessment at a specific time 
and its information should not be relied upon by the you as research or investment advice regarding the funds, any security or investment strategy in particular. 
Reliance upon information in this material is at your sole discretion. BlackRock México is not authorized to receive deposits, carry out intermediation activities, or 
act as a broker dealer, or bank in Mexico. For more information on BlackRock México, please visit: www.blackRock.com/mx. BlackRock receives revenue in the 
form of advisory fees for our advisory services and management fees for our mutual funds, exchange traded funds and collective investment trusts. Any 
modification, change, distribution or inadequate use of information of this document is not responsibility of BlackRock or any of its affiliates. Pursuant to the 
Mexican Data Privacy Law (Ley Federal de Protección de Datos Personales en Posesión de Particulares), to register your personal data you must confirm that 
you have read and understood the Privacy Notice of BlackRock México Operadora. For the full disclosure, please visit www.blackRock.com/mx and accept that 
your personal information will be managed according with the terms and conditions set forth therein. BlackRock® is a registered trademark of BlackRock, Inc. All 
other trademarks are the property of their respective owners.

In For investors in Central America, these securities have not been registered before the Securities Superintendence of the Republic of Panama, nor did the offer, 
sale or their trading procedures. The registration exemption has made according to numeral 3 of Article 129 of the Consolidated Text containing of the Decree-
Law No. 1 of July 8, 1999 (institutional investors). Consequently, the tax treatment set forth in Articles 334 to 336 of the Unified Text containing Decree-Law 
No. 1 of July 8, 1999, does not apply to them. These securities are not under the supervision of the Securities Superintendence of the Republic of Panama. The 
information contained herein does not describe any product that is supervised or regulated by the National Banking and Insurance Commission (CNBS) in 
Honduras. Therefore any investment described herein is done at the investor’s own risk. In Costa Rica, any securities or services mentioned herein constitute an 
individual and private offer made through reverse solicitation upon reliance on an exemption from registration before the General Superintendence of Securities 
(“SUGEVAL”), pursuant to articles 7 and 8 of the Regulations on the Public Offering of Securities (“Reglamento sobre Oferta Pública de Valores”). This 
information is confidential, and is not to be reproduced or distributed to third parties as this is NOT a public offering of securities in Costa Rica. The product 
being offered is not intended for the Costa Rican public or market and neither is registered or will be registered before the SUGEVAL, nor can be traded in the 
secondary market. If any recipient of this documentation receives this document in El Salvador, such recipient acknowledges that the same has been delivered 
upon their request and instructions, and on a private placement basis. In Guatemala, this communication and any accompanying information (the “Materials”) 
are intended solely for informational purposes and do not constitute (and should not be interpreted to constitute) the offering, selling, or conducting of business 
with respect to such securities, products or services in the jurisdiction of the addressee (this “Jurisdiction”), or the conducting of any brokerage, banking or other 
similarly regulated activities (“Financial Activities”) in the Jurisdiction. Neither BlackRock, nor the securities, products and services described herein, are 
registered (or intended to be registered) in the Jurisdiction. Furthermore, neither BlackRock, nor the securities, products, services or activities described herein, 
are regulated or supervised by any governmental or similar authority in the Jurisdiction. The Materials are private, confidential and are sent by BlackRock only for 
the exclusive use of the addressee. The Materials must not be publicly distributed and any use of the Materials by anyone other than the addressee is not 
authorized. The addressee is required to comply with all applicable laws in the Jurisdiction, including, without limitation, tax laws and exchange control 
regulations, if any.

For investors in the Caribbean, any funds mentioned or inferred in this material have not been registered under the provisions of the Investment Funds Act of 
2003 of the Bahamas, nor have they been registered with the securities regulators of Dominica, the Cayman Islands, the British Virgin Islands, Grenada, Trinidad 
& Tobago or any jurisdiction in the Organisation of Eastern Caribbean States, and thus, may not be publicly offered in any such jurisdiction. Engaging in 
marketing, offering or selling any fund from within the Cayman Islands to persons or entities in the Cayman Islands may be deemed carrying on business in the 
Cayman Islands. As a non-Cayman Islands person, BlackRock may not carry on or engage in any trade or business unless it properly registers and obtains a 
license for such activities in accordance with the applicable Cayman Islands law. In the Dominican Republic, any securities mentioned or inferred in this material 
may only be offered in a private character according to the laws of the Dominican Republic, falling beyond the scope of articles 1 numeral (31), 46 et al of Law 
249-17 dated 19 December 2017, as amended and its Regulations. Since no governmental authorizations are required in such offering, any “securities” 
mentioned or inferred in this material have not been and will not be registered with the Stock Market Superintendency of the Dominican Republic 
(Superintendencia de Mercado de Valores de la República Dominicana), and these “securities” may only be circulated, offered and sold in the Dominican 
Republic in a private manner based on the criteria established under Dominican laws and regulations.

© 2025 BlackRock, Inc. or its affiliates. All Rights reserved. BLACKROCK, iSHARES and ALADDIN are trademarks of BlackRock, Inc. or its affiliates. All other 
trademarks are those of their respective owners. 
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