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Tailwinds Headwinds
In our view, the industrial sector fundamentals 
remain strong, stemming from a secular trend 
towards increasing e-commerce, supply chain 
reconfiguration and “near-shoring” impacts, 
though increased new deliveries has resulted in 
recent upticks in vacancy, particularly for mid-
size and big-box distribution warehouses.

We observed that overall operational 
performance of market-rate residential rental 
assets remains steady in many markets, buoyed 
by higher mortgage rates.  While increased new 
deliveries in select markets such as Phoenix, 
Atlanta, and Austin, is putting short-term 
pressure on rents and concessions, medium-
term dynamics should remain healthy as new 
construction starts have declined meaningfully 
in recent quarters.

Hotel and retail operating fundamentals remain 
quite healthy, buoyed by resilient consumer 
spending. Specifically, neighborhood and 
community centers in regions benefitting from 
demographic tailwinds, are outperforming. 

The historically-sharp increase in base rates has 
resulted in steadily declining real estate values since 
late 2022. At the December 2024 FOMC meeting, the 
Fed lowered interest rates by 25 bps, resulting in 
improved sentiment around a potential bottoming in 
real estate values and capital markets stabilization. 

    From market observations we concluded that:

Higher interest rates have led to increased borrowing 
costs for real estate owners, resulting in higher yield 
requirements (cap rates) for investors and non-
accretive (negative) leverage at deal origination. 

Debt availability for new acquisitions was limited as 
many traditional lenders pulled back due to Debt 
Service Coverage Ratio (DSCR) and debt yield 
thresholds. However, traditional lenders became more 
inclined to lend to high-quality sponsors with proven 
strategies in fundamentally sound.

Potential new government policies on immigration 
reform and international trade could increase 
inflationary pressures, impacting consumer spending 
and market stability.
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Figure 2: PProperty Index Returns by Component || %

Performance at a Glance
The NCREIF Open End Diversified Core (“ODCE”) and NCREIF Property Index 
(“NPI”) reported Q4 2024 gross returns of 1.2% and 0.9%, respectively.1,2

Transaction volumes during Q4 2024 were up quarter-over-quarter. The NPI 
reported 248 property transactions during the quarter, a 42% increase from Q3 
2024 (175).  4Q 2024 transaction volume was the highest quarterly figure since 
Q4 2021. Industrial was again the most active sector with a total of 113 
transactions, which representing 46% of Q4 deal volume. Apartment properties 
followed with a total of 68 transactions during the quarter, followed by office (43) 
and retail (24).2

Apartment, hotel, retail and industrial properties produced positive returns during 
the quarter according to NPI, with Office as the only negative sector. Office 
continued to be the lowest performance property sector, the result of continued 
headwinds in both operating fundamentals and capital markets. 2 

The ODCE index reported positive appreciation during Q4 2024 (0.9%), with a 
consistently-positive income return of 1.2%. The overall appreciation return for 
the trailing 1-year is -5.4%.1

Source: NCREIF, as of December 31, 2024. Past performance is not indicative of future results. The above represents Aksia’s market observations. Observations are subject to change. All references 
to Aksia herein refer to Aksia LLC, together with its wholly owned subsidiaries (collectively, “Aksia”).
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