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2017 SNAPSHOT
As this final part of this upward cycle plays out and 
waits for the next phase, U.S. commercial real estate is a 
relatively safe, stable place to park investment capital. 
    Situs RERC's expectations for 2017 and beyond include: 
    *The year 2017 will be much like the year 2016 for the 
industry, with decelerated value increases, little or no 
cap rate compression, and the risk of increased interest 
rates. 
   *The U.S. presidential election will have minimal 
impact on commercial real estate in 2017. The seeds of 
the next phase of the cycle were planted during the past 
eight years. 
   *Economic growth will continue to strengthen, and 
inflation will decrease in 2017. 
   *The Fed's quantitative easing efforts will decrease, 
increasing short-term interest rates. 
   *The industrial sector will continue to enjoy the largest 
valuations relative to the price of the major property 
types in 2017, but the office sector has risk from a value 
vs. price comparison. 
   *Properties with long term leases in place offer more 
interest rate risk and thus value adjustments when rates 
rise, and this is not being priced in the market today. 
   *Hotels and apartments are in the best position to take 
advantage of a growing economy to hedge out interest 
rate risk.  - Kenneth Riggs, Jr., CCIM, CRE, MAI

Industrial Markets Continue to Soar
U.S. industrial markets absorbed 74.9 msf in the third 
quarter of 2016, rising 29.1 percent compared to third 
quarter of 2015, according to Cushman & Wakefield. To 
date the industrial sector has posted 26 quarters of net 
consecutive gains. 

Self Storage Percolates Along

1.1%  increase in households or 1.3 million new 
                 households will intensify underlying 
                 demand on storage, especially in urban 
                 centers. 

110  basis point decrease in vacancy in self-    
                storage is due to strong job growth. 
  
3.6% hike in climate-controlled unit rents.

4% jump in nonclimate-controlled unit rents. 

Changes in the Office Space
Within the next 10 years, the office could be 
unrecognizable, offering more agility, flexibility and 
connectivity, which support new ways of working, 
living and playing. Mobile apps and smart building 
technologies are catering to employee preferences for 
temperature, lighting, working, relaxing and even coffee. 

-Maureen Ehernberg, head of integrated facility management at JLL

Institutional Investors Hedge Their Bets
Acquisition of commercial real estate is high on the list 
for institutional investors. They are expected to invest 
10.3 percent in 2017 compared to 9.9 percent last year, 
according to Cornell University's Baker Program in Real 
Estate and Hodes Weill. But many institutional investors 
have shifted toward investment in niche properties such 
as student housing, medical office and senior housing, 
which perform well in economic downturns. 


