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SECURITISED REAL ESTATE WILL BENEFIT FROM THE
EXCEPTIONAL CONVERGENCE OF BUSINESS CYCLES IN 2021

Economic stimulus plans also favourable to real estate. The health crisis will not
have a profound effect on yields. Real estate remains an effective hedge against a

resumption of inflation. Time to invest

Key points

Voldtility in January did not spare international
securitised real estate

Alignment of regional and national economic

cycles favourable to real estate in 2021

Incipient awareness that inflation may make a
significant comeback in 2021

Real estate: a natural hedge against inflation
Continued popularity in Q4

Collapse in demand not so dramatic

Stimulus plans favourable to real estate

International securitised real estate is a prime
source of diversification

Voldtility in January did not spare international securitised real estate

The return of uncertainty in the second half of January was enough
to plunge all risky assets back into a profit-taking phase, which for
the moment still seems relatively controlled and temporary. With the
exception of commodities, which benefited from the rise in crude oil
prices in a stronger overall economic context, most assets ended the
month in negative territory. International real estate also slid slightly
by -0.51% in a general context of profit-taking. However, as we shall
see below, we believe that fundamentals remain broadly in favour
of infernational real estate in 2021. We therefore believe that the
current weakness still represents an opportunity for medium-term
positioning in this asset class, which is essential in ferms of
diversification.

Alignment of regional and national economic cycles favourable to
real estate in 2021

Nevertheless, the overall macroeconomic context is not worrying
and is likely to be considered favourable by the vast majority of
observers. The economic recovery is underway in 2021 and will be
supported by a combination of stimulus policies in all regions of the
developed and emerging world. The only reason 2021 is thus not off
to an excellent start in the very short term is because of the
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lockdowns still in place for a few weeks in European countries in
particular, but the coming quarters offer strong hopes of a
generalised economic recovery throughout the world. In 2021 the
national and regional economic cycles will align and probably
cause much more intense tensions than currently expected in global
production and distribution chains.

A generalised global demand boost when all countries emerge from
their respective lockdowns will have effects on global demand and
on the supply of products and services that are as yet unsuspected.
The persistent fear of Covid-19's negative impact on growth is
undoubtedly affecting the assessment of the possible effects of
perfectly aligned and durably competing national business cycles,
particularly with regard to the supply of commodities and inflation.
However, the vaccination campaigns currently underway will make
it possible in a few weeks' time fo see how quickly a return to normal
could occur and begin to have the effects mentfioned.

Incipient awareness that inflation may make a significant comeback
in 2021

Capital markets may have begun in January to become aware of
the growing risks of a rise in inflation by the end of 2021. Ten-year US
Treasury bond vyields have risen to nearly 1.2% in conjunction with
expected US inflation. The theoretical inflation rate incorporated in
TIPS (10-year) bonds is already aft its highest level since 2014 (2.2%),
affer reaching a low of a mere 0.55% in March 2020. Most developed
countries capable of developing economic recovery strategies
experienced similar trends at the beginning of the year.
The resumption of inflation in 2021 would have a clearly negative
impact on bond markets, but it could also have a favourable impact
on real estate.
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