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Investors had little reason to love 2022. 

It was a year that brought market upheavals, geopolitical instability and economic conditions 
that few could have foreseen.

Although 2023 is expected to bring with it some turbulence, at BlackRock Alternatives the 
outlook for the new year is one of cautious optimism. 

Near-term uncertainty presents an opportunity for investors to achieve their long-term 
objectives, by continuing to invest in durable global trends such as the transition to a low-
carbon economy, ever-expanding technology adoption and emerging demographic shifts. 

More and more companies are turning to the private markets for their capital and financing 
needs, enlarging the field of potential investments. And history tells us that even through 
periods of turmoil private assets can perform well on an absolute and relative basis.

While we acknowledge the challenges that may come, we’re nevertheless optimistic that a 
worldwide network of relationships, rigorous selection process and sophisticated risk analytics 
can deliver the best in private markets for clients, no matter the market cycle.
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A new era of higher inflation, rates and volatility has 
roiled public markets, creating opportunities for 
upcoming vintages across private markets.

The role of private assets in a portfolio is becoming 
more important than ever, as many are uniquely 
poised to take advantage of significant global trends. 

Private credit continues to expand as public financing 
retreats and more companies seek capital. 
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Key takeaways

Anne Valentine Andrews
Global Head, BlackRock Alternatives 
Infrastructure and Real Estate

Infrastructure should benefit from continued 
investment in sustainable energy and energy security. It 
can also play a role as a non-correlated inflation hedge.

In private equity, we see lower valuations, increased 
buyout, carveout and M&A activity, and more quality 
portfolios for sale in the secondary markets.  

Real estate values are resetting in response to changing 
tenant demand and higher financing costs, which is 
leading to disparate returns among regions, sectors and 
property types. 
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Introduction
Geopolitical conflicts. Energy crisis. Soaring food prices. Turbulent 
markets. New opportunities?

The past year was one of constant turmoil for investors, with few safe 
havens. It also presented tailwinds for private markets investors.

The decades-long “Great Moderation” of low inflation, low rates and 
globalization has given way to a new era of high inflation, rising rates and 
supply-driven economies. 

The environment is complex and uncertain. Many developed nations are 
bracing for the possibility of recession. And climate change is both an 
imminent threat and an ongoing systemic challenge, as it shifts from the 
abstract to global temperature records and extreme weather changes.

But we see short-term uncertainty as an opportunity to continue investing 
in long-term megatrends, such as the net-zero transition – investors will 
play a pivotal role in redirecting capital flows to finance the transition to a 
low-carbon economy. We also see accelerated global technology adoption, 
growth in healthcare, and demographic shifts driven by changing lifestyles 
and preferences.

Availability and flexibility mean companies are turning to private markets 
for capital, creating opportunities to acquire high-quality assets at 
attractive multiples.

While the denominator effect has led private markets allocations to rise 
relative to public holdings, we encourage clients to view their portfolios 
through a forward-looking lens. We believe upcoming fund vintages are 
well-positioned to take advantage of new market dynamics.

In private equity, we see the opportunity to invest in persistent cashflows at 
attractive multiples. Resilient industries like healthcare and inflation-fighting 
technology offer different ways to play multiple cycles. 

In infrastructure, the energy crisis, combined with the transition to a low-
carbon economy, highlight the need for investment in affordable, viable and 
clean technologies. 

Greater prominence 
Alternatives are becoming a bigger part of the investing landscape 

Portfolio view
If the correlation between stocks and bonds has fundamentally 
changed, portfolio construction processes should also evolve. During 
the Great Moderation, the narrative for private markets focused on 
yield premiums in a low-rate world. But we believe the focus should 
now include both the active and additive nature of private markets, 
based on the strength of asset selection, resilience through economic 
cycles, and protections in the form of investment structuring.

Source: BCG Global Asset Management, May 2022 (BCG analysis of data from Strategic Insight; P&I; ICI; Preqin; 
HFR; INREV). The figures relate to past performance. There is no guarantee that any forecasts made will come to 
pass.  CAGR represents compound annual growth rate.
Past performance is not indicative of current or future results.
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standards and structures have never been higher in managing the risk of 
investments through language stipulating the asset revenue/spread 
adjustments, seniority of investment risk, and covenants allowing earlier 
intervention and restructuring. 

We see support of private equity sponsors and the flexibility of private debt 
providers as key to ensuring that companies’ capital structures are 
optimized for the right ratio of equity to debt. Where this is not the case, an 
opportunity for special-situations and distressed may return.

Our private markets deal-flow pipeline has been consistent, with the third 
quarter at a similar level to the same period in 2021, partly a result of wider 
usage of private credit as well as accelerated investment in infrastructure. 

Positive signals
PE exits at below prior valuations are a potentially strong indicator of above-average future returns

-30%

-15%

0%

15%

30%

-5

-2.5

0

2.5

5

31-Mar-2003 31-Mar-2006 31-Mar-2009 31-Mar-2012 31-Mar-2015 31-Mar-2018 31-Mar-2021

Q
u

ar
te

rl
y 

re
tu

rn
s

In
di

ca
to

r 
le

ve
ls

Source: Preqin, June 2022. Exit activity indicator based on buyout distributions as a % of NAV from cashflow data Q1 2000 to Q2 2022, for funds primarily focused on North American region. 
The figures relate to past performance. Past performance is not indicative of current or future results.

The structure of these investments will be integral to mitigating the risks 
related to technology innovation, windfall taxes, price volatility and 
regional policies. 

In real estate, the demands of shifting demographics, deglobalization, and 
energy-efficient buildings have not gone away, even as investment has 
slowed. We expect further asset repricing in 2023, but we believe that 
investors who can identify the regional and thematic sweet spots will find a 
compelling opportunity set.  

Spreads in private credit, coupled with rising interest rates, have 
increased potential returns. But there are questions about the ability of 
corporates to afford the higher costs. We believe the value of underwriting
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Vintage years
Private equity vintages that invest during downturns tend to outperform 

We believe private assets offer potentially greater risk-reward. Considering 
that the investment period of a new fund vintage can extend from one to three 
years, the prospect of lower entry valuations is an attractive quality right now.

The focused nature of private market portfolios, which have relatively few 
investments, contribute to a wider return dispersion and place a premium 
on manager selection. 

Private assets can be used for a number of purposes in a portfolio, and in a 
complementary manner alongside public holdings.

The sheer breadth of private market investments – from defensive to 
opportunistic credit, early- to late-stage private equity – allow for

Source: eFront Insight Research Benchmark, 1991 – Q2 2022. The Quartiles Analysis represents the Insight Research Benchmark pooled mean and quartiles for the selected sample. The breakpoints between quartile sections 
represent the IRR for the fund(s) in the sample at the 25th and 75th percentiles. 
The figures relate to past performance. Past performance is not indicative of current or future results.
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defensive income-seeking or long-term growth, with a diverse number of 
fundamental drivers of return. 

We’re also starting to see higher-quality secondary market opportunities, 
as some investors are forced to sell portfolios. Given the long lead time 
between deciding to sell a private equity asset and the sale, we expect 
more of these opportunities in 2023.

In the following pages, our investment teams further outline their views of 
the market, the key themes for the year ahead, and how private assets can 
support a portfolio that is both resilient and opportunistic in the new 
market regime. 
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Infrastructure
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Accelerating transitions
Abrupt changes to the global economy are widening the scope for 
infrastructure investment strategies in 2023 and beyond. From roads to 
airports and energy infrastructure, these assets are essential to industry 
and households alike, and can benefit from macro trends such as the 
energy crunch and digitization. 

Infrastructure has the potential to diversify returns and provide stable 
cashflows. Assets like power plants and toll roads are often funded 
through long-term contracts, helping to insulate them from economic 
cycles, and have CPI-linked costs and prices – making them a hedge 
against the effects of inflation. And infrastructure debt providers are 
responding to rising rates by shifting from fixed-rate to floating-rate loans.

The transition to a low-carbon economy continues to drive an enormous 
buildout in renewables, while energy-supply disruptions in Europe are 
creating opportunities to add resilience to the power network.

Globally, digital and telecom infrastructure continues to ride a long boom, 
bolstered by ongoing trends to work and shop at home. And investments in 
airports, ports and toll roads are slowly recovering after the impact of the 
pandemic and staggered border re-openings.

But infrastructure isn’t without risks. Regulators in Europe have shown a 
willingness to impose price caps on energy, which can inhibit returns. At 
the same time, a possible recession, coupled with higher labor, materials 
and financing costs, have the potential to stall projects around the globe.

Infrastructure

Ahead of inflation
Infrastructure has historically fared well during inflationary environments 

A new global landscape is accelerating key trends in 
infrastructure, driving investments to develop renewable 
capacity, decarbonize traditional sectors and add 
resilience to energy supply chains.

Source: Bloomberg, Barclays (Global Fixed Income), MSCI (Global Equities), GREFI (Global Direct Real Estate), 
EDHEC (Infrastructure: All equity); as of 30 June 2022 (data since 2000). You cannot invest directly in an 
unmanaged index. High growth periods are when U.S. GDP > 2.5% and high inflation periods are when US CPI > 
2.5%. 
The figures relate to past performance. Past performance is not indicative of current or future results.
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Portfolio view
Infrastructure sits at the heart of the transition to a low-carbon 
economy and the urgent near-term need for energy resilience. 
Investors are additionally drawn into infrastructure for its steady, 
inflation-mitigating return characteristics. 
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In the United States, recent policy shifts are markedly improving 
infrastructure fundamentals. 

The Inflation Reduction Act and other new legislation are expected to 
boost investment for new technologies such as hydrogen and carbon 
capture, add debt capital for transport sectors, promote public-private 
partnerships and speed approvals for large-scale infrastructure projects 
such as transmission-grid upgrades.

In Europe, there is intensifying demand for greener and more resilient 
infrastructure. The entire region is pushing urgently to decarbonize 
power production, electrify motor vehicles and establish greater energy 
independence by transitioning away from imported fossil fuels and into 
renewable generation and power storage. 

From an infrastructure standpoint, Europe is at an inflection point when 
it comes to reliance on digital communications for commerce and work. 
But it’s also at the heart of a possible global slowdown in 2023, which 
could test many of these trends, or be an opportunity to incubate new 
technologies and business models.

In the Asia-Pacific region, the outlook remains relatively firm given 
stronger growth and lagging infrastructure supply. The renewables 
rollout is still accelerating, led by the more mature markets in Australia, 
Japan, South Korea and Taiwan. 

Energy exporters in Southeast Asia and Australia are being bolstered by 
high energy prices, providing an opportunity to add greener capacity 
ahead. The transport sector is showing a staggered rebound, reflecting 
the uneven pace of border reopenings across the region.

Unlocked by policy
Estimated investment in U.S. energy supply infrastructure

While common themes apply across the globe, there is a 
clear need for regional infrastructure approaches that 
reflect local policy changes, economic needs and 
community concerns.
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Source: (above) REPEAT Project as of August 2022. The chart shows projections of capital investment based on analysis 
of the Bill’s potential impacts by repeatproject.org. It does not include impacts on clean energy components, batteries, 
electric vehicles or criteria I minerals. The analysis should be considered approximate and may be updated or refined by 
subsequent analysis. (below) IEA and BlackRock Data Strategy & Solutions, as of October 28, 2022. *Energy policies 
included with status of “planned”, “in force” or announced”. CCS refers to Carbon Capture & Storage. There is no 
guarantee that any forecasts made will come to pass. Reliance upon information in this material is at the sole 
discretion of the reader.
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Incremental spending
(Cumulative 2023-35)

Solar (US$1.4t)
Wind (US$1t)
Transmission (US$450b)
Fossil fuel w/ CCS (US$410b)
Hydrogen (US$130b)
Bio & syn. fuel (US$68b)
Other (US$136b)

Global and local drivers
Infrastructure

FOR PROFESSIONAL, INSTITUTIONAL, WHOLESALE, PERMITTED AND QUALIFIED INVESTORS AND CLIENTS ONLY – NOT FOR PUBLIC DISTRIBUTION 
(PLEASE READ IMPORTANT DISCLOSURES) 9

ALTH1222U/M-2623146-9/29



Select renewables 
and regions

Usage from 2020 to 2050 (equivalent production capacity)

North America Europe Asia-Pacific 

Solar power
( ◼ = 50,000
3MW solar panels) To add 376,900, 3MW solar panels To add 91,400, 3MW solar panels To add 1.06 million, 3MW solar panels

Wind power
( ◼ = 25,000 
6MW wind turbines) To add 136,600, 6MW wind turbines To add 119,300, 6MW wind turbines To add 361,300, 6MW wind turbines

Natural gas
( ◼ = 1,000 combined
cycle plants)

To cut 3,000 combined cycle gas plants To cut 1,500 combined cycle gas plants To add 1,300 combined cycle gas plants 

Electric vehicles
( ◼ = 5% of cars on the road 
being electric) To grow EV usage from 2% in 2020 to 

~70% in 2050 (target) 
To grow EV usage from <4% in 2020 to 
80% in 2050 (target)

To grow EV usage from ~4% in 2020 to 
>50% in 2050 (target) 

The global transition to low-carbon economies is accelerating as a 
growing number of countries create incentives for investments to 
decarbonize sectors including energy and transportation. 

The scale of this change – US$125 trillion of new investments by 2050, 
according to the IEA – represents a major opportunity for infrastructure 
investors around the world. 

Renewable power is high on the list, with wind and solar likely to be the 
key contributors. But segments such as batteries, hydrogen and carbon

Source: U.S. Energy Information Administration, International Energy Agency, Reuters, European Environment Agency, BlackRock Alternatives (November 2022). There is no guarantee that any forecasts made will come to pass. 

The implications of a global transition
Infrastructure

capture are becoming more technologically feasible and commercially 
viable. Nuclear remains on watch for cost and technological reasons.

We believe this is a timely window to electrify the transport sector, with the shift 
toward electric vehicles and the wider rollout of charging infrastructure. 

Investments in sustainable energy benefit from powerful tailwinds, but 
many technologies must first ramp up in scale to be effective. While we see 
significant opportunities, we are taking a diversified approach across 
many sustainable technologies.
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Private credit
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Calm amid the storm
Rising rates, inflationary pressures and economic uncertainty offer a few 
unique advantages for private credit investors.

The increase in interest rates in many countries has caused turmoil in the 
capital markets. But it could be a boon in private credit because of the 
flexibility of capital to react to changing market conditions. 

And while there’s the risk of higher default rates, that can be mitigated 
through disciplined investment selection and deal structuring, which 
is easier in private arrangements and can provide opportunities for 
rescue financing.

We see non-cyclical businesses such as segments of healthcare, along 
with software, technology, consumer staples and business services as 
better insulated from inflationary pressures. 

These firms can usually pass a greater portion of cost increases to customers, 
helping to maintain profitability through the cycle. They are also attractive 
investments because they often come with lower loan-to-value (LTV) ratios. 

In opportunistic credit, investors are increasingly able to extract more 
equity participation from companies who prefer credit to raising dilutive 
down rounds of equity capital. 

With the added benefit of higher rates, wider spreads and larger call 
protections, the risk-return profile of private credit as an asset class may 
well be more attractive than it has ever been.
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Growing interest
Annual private credit fundraising continues to increase

Private credit 
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Private credit has expanded as banks have withdrawn 
from lending, largely as a result of regulatory changes. 
While the past year’s turmoil has shaken markets, 
companies continue to require financing – and they are 
increasingly turning to private lenders. But should 
conditions further deteriorate, we expect dispersion 
between industries. Some business models may not 
financially work at a higher cost of capital, for example. 

Source: Preqin, October 2022.
The figures shown relate to past performance. Past performance is not a reliable indicator of 
current or future results.

Portfolio view
Amid a significant repricing in traded markets, investors are 
assessing the value of taking illiquidity risk. Private credit offers 
greater certainty of higher levels of contractual cashflows (as we 
show on page 14), as well as other features that can help hedge the 
effects of economic turbulence on other asset classes. 

12
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Rule changes in the United States have left banks with a lower appetite 
for smaller, less-liquid credit issuance. 

Acquisitions of distressed or underperforming companies by stronger 
peers should create opportunities for lenders to invest in well-covered 
(collateralized) assets with an element of complexity that will likely 
require unique financing solutions. At the same time, public capital 
markets remain closed to many growth-oriented companies, leading 
them to seek private solutions.

A reduction in Europe of approximately US$2 trillion in bank lending1

since the financial crisis, largely due to regulatory changes, has led 
companies to increasingly rely on non-bank lenders. 

We expect the European Central Bank’s gradual rate increases to inflict 
less distress on borrowers when compared with the U.S. Federal 
Reserve’s aggressive hikes. In the U.K., however, the prospect of more 
rapid rate increases relative to Continental Europe could be an 
opportunity for more situation-driven strategies. 

Since mid-2021, volatility and illiquidity in Asia’s public debt markets 
have led to a slew of credit events related to redemptions, particularly in 
Chinese high-yield. 

Investor confidence in public debt markets is low, leading to a 
meaningful decrease in high-yield and leveraged-loan issuance, with a 
corresponding increase in private credit deal flow. And public debt 
markets in economies such as India do not exist, creating more private 
credit opportunities, including large-cap companies that are high on the 
credit-quality curve. 

Sources: 1 Bank for International Settlements, November 2022. 2 Preqin, August 2022.
The figures shown relate to past performance. Past performance is not a reliable indicator of current 
or future results.

0%

20%

40%

60%

80%

100%

0

300

600

900

1200

1500

U
S

$ 
bi

lli
on

s

The amount of dry powder in both private equity and 
private credit – more than US$1 trillion – suggests that 
many companies should continue to  have access to 
funding through a downturn. Those that struggle, 
however, may prove attractive investments for 
opportunistic or distressed strategies, which have about 
US$136 billion ready to invest, according to Preqin. 

Staying dry2

There’s considerable dry powder in both private credit and private equity

Private debt Private equity

Regional views
Private credit 
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Even in a rising interest-rate environment, the illiquidity premium offered 
by private credit is an important way to find additional yield, while taking 
on comparable risk.

The premiums offered by private credit may widen or narrow over time 
based on macroeconomic conditions and trends in the capital markets.

But on a like-for-like basis, private senior and unitranche loans may 
potentially deliver a premium estimated to be 150bps and 300bps, 
compared to publicly traded (leveraged) loans. 

Source: Private debt: Preqin, data to March 31, 2022. LSTA Index: Aladdin, data to March 31, 2022 . ELLI index: Morningstar, data to March 31, 2022.
The figures shown relate to past performance. Past performance is not a reliable indicator of current or future results.

Private credit has delivered outsized returns over leveraged loans through a range of market conditions.
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Making illiquidity pay 
Private credit 

That premium can be significantly wider for opportunistic, distressed and 
subordinated debt.

While there isn’t a general default rate for private credit, we have seen 
lower defaults, lower loss rates and higher recovery rates than are 
reflected in the indices for both high-yield bonds and bank loans. 
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Private debt Morningstar LSTA U.S. Leveraged Loan 100 Index S&P European Leveraged Loan Index
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Private equity
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Volatility creates opportunity – and few can execute better on that 
opportunity than private equity investors. 

There are opportunities across PE, through direct selection, co-investments, 
secondaries, and traditional primary fund commitments. 

And as the transition to a low-carbon economy comes further into focus in 
the private markets, the opportunity set is expanding. 

Given the current backdrop, the next 12 to 18 months will be about patient 
capital and selectivity, as buyers capitalize on changing market dynamics.

We are seeing more acquisitions by our portfolio companies to take 
advantage of lower average purchase-price multiples to drive top-line growth 
and economies of scale.

For new investments, we anticipate more take-private and corporate carveout 
deals as companies refocus on core businesses in fragmented industries.

The new environment has led PE buyers to adjust how they calculate risk and 
structure transactions. More general partners are building buffers into the 
capital stack, as negotiating leverage increasingly shifts away from 
companies toward investors. 

While the increased cost of debt could slow deal activity in the short term, the 
demand for strategic capital to help GPs execute on transactions will grow. 
This dynamic opens the way for a proactive and opportunistic direct co-
investment strategy for managers with ready capital and experienced teams. 

PE multiples remain below public equity and offer attractive entry points. And 
companies raising capital are offering investors concessions for downside 
protection in the form of liquidation preference or senior securities. 

Entry and exit prices in 2023 will be a function of the persistence of 
cashflows. And companies with resilient, recurring cashflows will be among 
the most attractive.

Where to look now
Sectors and themes in focus

Climate technology in venture capital and growth equity strategies 
has been a bright spot amid a broader reset in risk appetite. A 
favorable policy backdrop has accelerated investment into this space 
by countries, companies, and investors, creating attractive return 
opportunities. 

Recession-resilient industries
and companies

Seizing the moment
Private equity

Defensive
plays
• Essential 

healthcare 
equipment & 
services (i.e. 
cataract surgery)

• Stay-at-home 
entertainment

• Consumer staples

Business 
critical 
• Enterprise 

software with 
must-have 
products that 
help businesses 
reduce costs

Strong 
tailwinds
• Space spending

• Defense 
companies with 
Department of 
Defense 
contracts

• Cybersecurity 
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The secondary market continues to show strong momentum as both LPs 
and GPs seek out liquidity options.

The need for liquidity was evident in 2022 (a record first half for secondary 
volumes) and we expect it to continue. 

On the LP side, with the broad decline in public equities and fixed income, 
many investors are finding themselves overallocated to illiquid asset 
classes. This denominator effect is exacerbated by a slowing exit 
environment, driving LPs to pressure their GPs for realization events. 

As traditional exit paths weaken, GPs are turning to the secondary market 
for support. With less than one year of dry powder available today, further 
dislocations are expected to further improve what is an already attractive 
buying opportunity. 

Our approach to the secondary market in 2023 is focused on maintaining 
a wide sourcing funnel across both traditional and non-traditional 
transactions. Having a flexible strategy that can pivot to find value across 
all transaction types remains important as opportunities present 
themselves throughout 2023. 

A well-constructed secondary strategy will offer the ability to deploy 
capital rapidly and efficiently, while also providing risk mitigation through 
diversification across regions, sectors and GPs.

Secondary opportunity 
Nearly US$5 trillion has been raised by PE funds in the past decade

Portfolio view
Beyond the potential benefits of diversification and decreased 
volatility, private equity has consistently demonstrated superior risk-
adjusted performance relative to other strategies, as we show on 
pages 6 and 18. It’s also an opportune moment in the secondary 
market, as both LPs and GPs seek out liquidity options. 

PE fundraising and unrealized value by vintage year1
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Spotlight on secondaries
Private equity
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History has shown that private equity delivers stronger returns than public 
stocks, in terms of absolute and relative performance. 

The best vintages typically follow recessions, and PE outperforms by a 
greater alpha during periods of distress (see also chart on page 6). 

Direct allocations, which allow for focused deal selection and portfolio 
building, are well situated to benefit from times like these. 

Source: Private equity: Burgiss, and MSCI World total return index for public equities. Private Equity data sourced from Burgiss covers vintages 1999-2019 as of 31 December 2021. Private equity strategies include: Buyout, VC 
(Late), VC (Generalist), and Expansion Capital. All dollar figures are USD. Index performance returns do not reflect any management fees, transaction costs or expenses. Indexes are unmanaged and one cannot invest directly in an 
index. Time periods defined as follows A) Apr-00 to Sep-02 B) Oct-07 to Mar-09 C) Jul-11 to Sep-11 D) Dec-19 to Mar-20.
The figures shown relate to past performance. Past performance is not a reliable indicator of current or future results.
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Doing better in tough times 
Private equity

We also underscore the key tenets of our investment philosophy – discernment, 
price discipline, and deep sector expertise – when looking at both direct 
investments and fund managers across the primary and secondary markets.  

When investing in primary funds, we focus on management teams who 
have successfully managed through market cycles, who have sector-
focused teams, and who can identify attractive opportunities during 
market dislocations. 
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Sector divergence
Real estate sectors offered investors disparate returns and volatility 

Real estate is in a state of adjustment, as the drivers of tenant demand 
shift markedly and investors adjust their portfolio allocations.

Occupancy levels across sectors are still high – something that could 
change as we get deeper into the economic cycle. And valid questions 
persist about how profoundly the rise in interest rates will disrupt property 
prices, especially if occupancy rates drop. 

Logistics remains a bright spot, supported by a broad increase in demand 
spurred initially by online shoppers and reinforced by a need for larger 
inventory holdings and more resilient supply chains. 

Work-from-home arrangements are changing office-demand patterns to 
varying degrees in different regions, driving landlords to invest in 
convenience, amenities and sustainability to encourage a broader return 
to the office. 

Retail sectors remain challenged by the shift out of brick-and-mortar 
shopping and slowing consumer spending. We remain constructive on 
necessity-based retail. 

Living sectors are coming to the fore. Multifamily investments provide 
resilient income streams, particularly in areas of population growth. There 
are also demographic trends bolstering demand in niche real estate 
segments, such as student housing, childcare and senior living.

There is a fundamental shift in real estate demand drivers 
unfolding right now, affected by where and how we work, 
shop and play. Logistics and living sectors remain key 
points of focus for investors.

Source: MSCI IPD, BlackRock Alternatives (November 2022). 
The figures relate to past performance. Past performance is not a reliable indicator of current 
or future results. 
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Portfolio view
In real estate, there is a widening gap between sectoral winners and 
losers. As inflation rises, indexed rental leases can offer an important 
hedge. Higher rates are inducing distress for unhedged owners and 
discounts for ready buyers.

Changing foundations
Real estate
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A change in focus
Activity across real estate fluctuates (Transaction share 2011-22 YTD)

The drivers of real estate returns are changing in 2023 as 
occupancy trends respond to the mixed demand outlook 
and rental incomes rise with inflation, while yield spreads 
tighten with higher funding costs.

Global real estate trends are playing out in each region, with subtle 
variations around the world. 

In the United States, 2023 will look different than 2022 as investors 
grapple with higher costs of capital and the impact on asset prices. 
Demand is largely stable, but an economic slowdown could filter through 
to real estate fundamentals, especially in markets with supply pressures. 

Low-levered buyers have the advantage of less competition in most 
markets, and will likely focus on cashflow resilience and asset quality. 
While sector selection has been key in recent years, we expect more 
specific asset selection to be a driver of returns in 2023.

In Europe, the real estate market is working through a price-discovery 
phase, as wide bid/ask spreads and rising financing costs limit liquidity. 

On the whole, values are moving down, led by relatively faster adjustments 
in the U.K. Unlike previous cycles, occupier demand remains strong for the 
best assets and locations. This offers some protection against valuation 
declines, and positions the most prime assets to perform well in the 
upcycle. Tenants will be more selective post-pandemic, making market 
and asset selection more critical than ever.

In the Asia-Pacific region, the downdraft of the global economy is 
reducing confidence as well as tenant demand. The work-from-home 
trend seems to be passing more quickly in Asia, as office workers’ return is 
driven by local business culture and smaller home sizes. 

The logistics boom is still unfolding with surging demand, though asset 
prices are softening slightly on the back of higher funding costs. Asset 
managers are actively implementing CPI-linked leasing contracts to 
hedge against inflation across sectors.

0%

30%

60%

Office Industrial Retail Apartment Hotel

United States

0%

30%

60%

Office Industrial Retail Apartment Hotel

Europe

0%

30%

60%

Office Industrial Retail Apartment Hotel

Asia Pacific

Source: Real Capital Analytics, BlackRock Alternatives (November 2022)
The figures shown relate to past performance. Past performance is not a reliable indicator of current or future results.

Global variations
Real estate
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The global real estate opportunity set for 2023 and beyond varies 
considerably across regions and sectors, reflecting local demand and 
supply drivers.

The logistics sector continues to stand out in terms of fundamental 
demand growth, as online distributors move their inventory strategies 
from just-in-time to just-in-case in order to ensure that they avert costly 
supply-chain disruptions.

Relative volatility expectations
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Australia ind.
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Source: BlackRock Alternatives (November 2022). There is no guarantee that any forecasts made will come to pass. Reliance upon information in this material is at the sole discretion of the reader. 

The real estate market landscape
Real estate

United States
Europe
Asia Pacific

The shift away from the office is a much more powerful trend in the U.S. 
than other regions, especially Asia. But across the globe, we expect a 
major churn in office tenants, with a focus on prime properties that can 
offer more amenities to entice white-collar workers back. 

The need for multifamily housing in the U.S. and Europe is already high, 
and may be pushed even higher as rising interest rates and persistently 
elevated home prices force more would-be homebuyers to rent. 
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Disclaimer 

FOR PROFESSIONAL, INSTITUTIONAL, WHOLESALE AND QUALIFIED INVESTORS/PROFESSIONAL, QUALIFIED AND PERMITTED CLIENT USE 
ONLY

RISKS

Capital at risk. The value of investments and the income from them can fall as well as rise and are not guaranteed. Investors may not get back the amount 
originally invested. 

Past performance is not a reliable indicator of current or future results and should not be the sole factor of consideration when selecting a product or 
strategy. 

Changes in the rates of exchange between currencies may cause the value of investments to diminish or increase. Fluctuation may be particularly marked 
in the case of a higher volatility fund and the value of an investment may fall suddenly and substantially. Levels and basis of taxation may change from 
time to time. 

IMPORTANT INFORMATION

This material is provided for educational purposes only and is not intended to be relied upon as a forecast, research or investment advice, and is not a 
recommendation, offer or solicitation to buy or sell any securities or to adopt any investment strategy. The opinions expressed are subject to change. 
References to specific securities, asset classes and financial markets are for illustrative purposes only and are not intended to be and should not be 
interpreted as recommendations. Reliance upon information in this material is at the sole risk and discretion of the reader. The material was prepared 
without regard to specific objectives, financial situation or needs of any investor. 

This material may contain “forward-looking” information that is not purely historical in nature. Such information may include, among other things, 
projections, forecasts, and estimates of yields or returns. No representation is made that any performance presented will be achieved by any BlackRock 
Funds, or that every assumption made in achieving, calculating or presenting either the forward-looking information or any historical performance 
information herein has been considered or stated in preparing this material. Any changes to assumptions that may have been made in preparing this 
material could have a material impact on the investment returns that are presented herein. Past performance is not a reliable indicator of current or future 
results and should not be the sole factor of consideration when selecting a product or strategy. 

Diversification does not guarantee investment returns and does not eliminate the risk of loss. 

The information and opinions contained in this material are derived from proprietary and non-proprietary sources deemed by BlackRock to be reliable, are 
not necessarily all-inclusive and are not guaranteed as to accuracy. 

In the U.S., this material is for Institutional use only – not for public distribution. 

In Canada, this material is intended for permitted clients as defined under Canadian securities law, is for educational purposes only, does not constitute 
investment advice and should not be construed as a solicitation or offering of units of any fund or other security in any jurisdiction.
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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 Bermuda, 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. The shares of any fund mentioned herein may only be marketed in Bermuda by or on behalf of the fund or fund manager only in compliance 
with the provision of the Investment Business Act 2003 of Bermuda and the Companies Act of 1981. 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 Latin America, for institutional investors and financial intermediaries only (not for public distribution). This material is for educational purposes only 
and does not constitute investment advice or an offer or solicitation to sell or a solicitation of an offer to buy any shares of any fund or security and it is 
your responsibility to inform yourself of, and to observe, all applicable laws and regulations of your relevant jurisdiction. If any funds are mentioned or 
inferred in this material, such funds may not been registered with the securities regulators of Argentina, Chile, Colombia, Mexico, Panama, Peru, Uruguay 
or any other securities 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 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 now constitute an offer or solicitation of an offer to buy an 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. The materials that may be shared in this forum are 
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 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. 
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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. 

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. 

This is an individual and private offer which is made in Costa Rica 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 his 
request and instructions, and on a private placement basis. 

In Argentina, only for use with Qualified Investors under the definition as set by the Comisión Nacional de Valores (CNV). 

In Chile, the sale of each fund not registered with the CMF began on the date as indicated for such fund as described herein and the sale of such 
securities 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). 

In the EEA and UK, this material is for distribution to Professional Clients (as defined by the Financial Conduct Authority or MiFID Rules) only and should 
not be relied upon by any other persons. 

In the UK and Non-European Economic Area (EEA) countries, this is Issued by BlackRock Investment Management (UK) Limited, authorised and 
regulated by the Financial Conduct Authority. Registered office: 12 Throgmorton Avenue, London, EC2N 2DL. Tel: + 44 (0)20 7743 3000. Registered in 
England and Wales No. 02020394. For your protection telephone calls are usually recorded. Please refer to the Financial Conduct Authority website for a 
list of authorised activities conducted by BlackRock. 
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In the European Economic Area (EEA), this is Issued by BlackRock (Netherlands) B.V. is authorised and regulated by the Netherlands Authority for the 

Financial Markets. Registered office Amstelplein 1, 1096 HA, Amsterdam, Tel: 020 – 549 5200, Tel: 31-20-549-5200. Trade Register No. 17068311 For 

your protection telephone calls are usually recorded. For information on investor rights and how to raise complaints please go to 

https://www.blackrock.com/corporate/compliance/investor-right available in Italian.

For Qualified Investors in Switzerland:

For Qualified Investors only. This document is marketing material.

This document shall be exclusively made available to, and directed at, qualified investors as defined in Article 10 (3) of the CISA of 23 June 2006, as 

amended, at the exclusion of qualified investors with an opting-out pursuant to Art. 5 (1) of the Swiss Federal Act on Financial Services ("FinSA").

For information on art. 8 / 9 Financial Services Act (FinSA) and on your client segmentation under art. 4 FinSA, please see the following website: 
www.blackrock.com/finsa.

In Saudi Arabia, Bahrain, Dubai (DIFC), Kuwait, Oman, Qatar and UAE, the information contained in this document, does not constitute and should not 
be construed as an offer of, invitation or proposal to make an offer for, recommendation to apply for or an opinion or guidance on a financial product, 
service and/or strategy. Whilst great care has been taken to ensure that the information contained in this document is accurate, no responsibility can be 
accepted for any errors, mistakes or omissions or for any action taken in reliance thereon. You may only reproduce, circulate and use this document (or 
any part of it) with the consent of BlackRock. 

The information contained in this document is for information purposes only. It is not intended for and should not be distributed to, or relied upon by, 
members of the public. 

The information contained in this document, may contain statements that are not purely historical in nature but are “forward-looking statements”. These 
include, amongst other things, projections, forecasts or estimates of income. These forward-looking statements are based upon certain assumptions, 
some of which are described in other relevant documents or materials. If you do not understand the contents of this document, you should consult an 
authorised financial adviser. 

Saudi Arabia: The information contained in this document is intended strictly for sophisticated institutions.

Bahrain: The information contained in this document is intended strictly for sophisticated institutions. 

Dubai (DIFC): Blackrock Advisors (UK) Limited -Dubai Branch is a DIFC Foreign Recognised Company registered with the DIFC Registrar of Companies 
(DIFC Registered Number 546), with its office at Unit L15 - 01A, ICD Brookfield Place, Dubai International Financial Centre, PO Box 506661, Dubai, UAE, 
and is regulated by the DFSA to engage in the regulated activities of ‘Advising on Financial Products’ and ‘Arranging Deals in Investments’ in or from the 
DIFC, both of which are limited to units in a collective investment fund (DFSA Reference Number F000738).

The information contained in this document is intended strictly for Professional Clients as defined under the Dubai Financial Services Authority (“DFSA”) 
Conduct of Business (COB) Rules.
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Kuwait: The information contained in this document is intended strictly for sophisticated institutions that are ‘Professional Clients’ as defined under the 

Kuwait Capital Markets Law and its Executive Bylaws. 

Oman: The information contained in this document is intended strictly for sophisticated institutions. 

Qatar: The information contained in this document is intended strictly for sophisticated institutions. 

UAE: The information contained in this document is intended strictly for non-natural Qualified Investors as defined in the UAE Securities and 

Commodities Authority’s Board Decision No. 3/R.M of 2017 concerning Promoting and Introducing Regulations.

For investors in Israel: BlackRock Investment Management (UK) Limited is not licenced under Israel's Regulation of Investment Advice, Investment 
Marketing and Portfolio Management Law, 5755-1995 (the “Advice Law”), nor does it carry insurance thereunder.

In South Africa, please be advised that BlackRock Investment Management (UK) Limited is an authorised Financial Services provider with the South 
African Financial Services Conduct Authority, FSP No. 43288. 

Any research in this document has been procured and may have been acted on by BlackRock for its own purpose. The results of such research are being 
made available only incidentally. The views expressed do not constitute investment or any other advice and are subject to change. They do not necessarily 
reflect the views of any company in the BlackRock Group or any part thereof and no assurances are made as to their accuracy. 

This document is for information purposes only and does not constitute an offer or invitation to anyone to invest in any BlackRock funds and has not been 
prepared in connection with any such offer. 

In Singapore, this document is provided by BlackRock (Singapore) Limited (company registration number:200010143N）for use only with institutional 
investors as defined in Section 4A of the Securities and Futures Act, Chapter 289 of Singapore. This advertisement or publication has not been reviewed 
by the Monetary Authority of Singapore. 

In Hong Kong, this material is issued by BlackRock Asset Management North Asia Limited and has not been reviewed by the Securities and Futures 
Commission of Hong Kong. This material is for distribution to "Professional Investors" (as defined in the Securities and Futures Ordinance (Cap.571 of the 
laws of Hong Kong) and any rules made under that ordinance.) and should not be relied upon by any other persons or redistributed to retail clients in 
Hong Kong. 

In South Korea, this information is issued by BlackRock Investment (Korea) Limited. This material is for distribution to the Qualified Professional 
Investors (as defined in the Financial Investment Services and Capital Market Act and its sub-regulations) and for information or educational purposes 
only and does not constitute investment advice or an offer or solicitation to purchase or sells in any securities or any investment strategies.

In Taiwan, independently operated by BlackRock Investment Management (Taiwan) Limited. Address: 28F., No. 100, Songren Rd., Xinyi Dist., Taipei City 
110, Taiwan. Tel: (02)23261600. 
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In Australia and New Zealand, [MM3] issued by BlackRock Investment Management (Australia) Limited ABN 13 006 165 975, AFSL 230 523 (BIMAL) for 
the exclusive use of the recipient, who warrants by receipt of this material that they are a wholesale client as defined under the Australian Corporations Act 
2001 (Cth) and the New Zealand Financial Advisers Act 2008 respectively.

This material provides general information only and does not take into account your individual objectives, financial situation, needs or circumstances. 
Before making any investment decision, you should therefore assess whether the material is appropriate for you and obtain financial advice tailored to 
you having regard to your individual objectives, financial situation, needs and circumstances. Refer to BIMAL’s Financial Services Guide on its website for 
more information. This material is not a financial product recommendation or an offer or solicitation with respect to the purchase or sale of any financial 
product in any jurisdiction.

This material is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be 
contrary to local law or regulation. BIMAL is a part of the global BlackRock Group which comprises of financial product issuers and investment managers 
around the world. BIMAL is the issuer of financial products and acts as an investment manager in Australia. BIMAL does not offer financial products to 
persons in New Zealand who are retail investors (as that term is defined in the Financial Markets Conduct Act 2013 (FMCA)). This material does not 
constitute or relate to such an offer. To the extent that this material does constitute or relate to such an offer of financial products, the offer is only made 
to, and capable of acceptance by, persons in New Zealand who are wholesale investors (as that term is defined in the FMCA).

BIMAL, its officers, employees and agents believe that the information in this material and the sources on which it is based (which may be sourced from 
third parties) are correct as at the date of publication. While every care has been taken in the preparation of this material, no warranty of accuracy or 
reliability is given and no responsibility for the information is accepted by BIMAL, its officers, employees or agents. Except where contrary to law, BIMAL 
excludes all liability for this information.

In China, this material may not be distributed to individuals resident in the People's Republic of China ("PRC", for such purposes, not applicable to Hong 
Kong, Macau and Taiwan) or entities registered in the PRC unless such parties have received all the required PRC government approvals to participate in 
any investment or receive any investment advisory or investment management services.

For Southeast Asia: This document is issued by BlackRock and is intended for the exclusive use of any recipient who warrants, by receipt of this material, 
that such recipient is an institutional investors or professional/sophisticated/qualified/ accredited/expert investor as such term may apply under the 
relevant legislations in Southeast Asia (for such purposes, includes only Malaysia, the Philippines, Thailand, Indonesia and Brunei). BlackRock does not 
hold any regulatory licenses or registrations in Southeast Asia countries listed above, and is therefore not licensed to conduct any regulated business 
activity under the relevant laws and regulations as they apply to any entity intending to carry on business in Southeast Asia, nor does BlackRock purport to 
carry on, any regulated activity in any country in Southeast Asia. BlackRock funds, and/or services shall not be offered or sold to any person in any 
jurisdiction in which such an offer, solicitation, purchase, or sale would be deemed unlawful under the securities laws or any other relevant laws of such 
jurisdiction(s). 

This material is provided to the recipient on a strictly confidential basis and is intended for informational or educational purposes only. Nothing in this 
document, directly or indirectly, represents to you that BlackRock will provide, or is providing BlackRock products or services to the recipient, or is making 
available, inviting, or offering for subscription or purchase, or invitation to subscribe for or purchase, or sale, of any BlackRock fund, or interests therein. 
This material neither constitutes an offer to enter into an investment agreement with the recipient of this document, nor is it an invitation to respond to it 
by making an offer to enter into an investment agreement.
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The distribution of the information contained herein may be restricted by law and any person who accesses it is required to comply with any such 
restrictions. By reading this information you confirm that you are aware of the laws in your own jurisdiction regarding the provision and sale of funds and 
related financial services or products, and you warrant and represent that you will not pass on or utilize the information contained herein in a manner that 
could constitute a breach of such laws by BlackRock, its affiliates or any other person.

In Japan, this is issued by BlackRock Japan. Co., Ltd. (Financial Instruments Business Operator: The Kanto Regional Financial Bureau. License No375, 
Association Memberships: Japan Investment Advisers Association, The Investment Trusts Association, Japan, Japan Securities Dealers Association, Type 
II Financial Instruments Firms Association.) for Professional Investors only (Professional Investor is defined in Financial Instruments and Exchange Act).

For Other Countries in APAC: This material is provided for your informational purposes only and must not be distributed to any other persons or 
redistributed. This material is issued for Institutional Investors only (or professional/sophisticated/qualified investors as such term may apply in local 
jurisdictions) and does not constitute investment advice or an offer or solicitation to purchase or sell in any securities, BlackRock funds or any investment 
strategy nor shall any securities be offered or sold to any person in any jurisdiction in which an offer, solicitation, purchase or sale would be unlawful 
under the securities laws of such jurisdiction. 

The information provided here is neither tax nor legal advice. Investors should speak to their tax professional for specific information regarding their tax 
situation. Investment involves including possible loss of principal. International investing involves risks, including risks related to foreign currency, limited 
liquidity, less government regulation, and the possibility of substantial volatility due to adverse political, economic or other developments. These risks are 
often heightened for investments in emerging/developing markets or smaller capital markets. 

FOR PROFESSIONAL, INSTITUTIONAL, WHOLESALE AND QUALIFIED INVESTORS/PROFESSIONAL, QUALIFIED AND PERMITTED CLIENT USE 
ONLY

©2022 BlackRock, Inc. All Rights Reserved. BLACKROCK is a registered trademark of BlackRock, Inc. All other trademarks are those of their respective 
owners.
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