
INVESTMENT OUTLOOK FOR 2021
RCLCO Monthly Round-Up

Taylor Mammen, Senior Managing Director
Andrew Janko, Managing Director
December 10, 2020



Investment Outlook for 2021  |  December 10, 2020  |  2

TODAY’S PANELISTS

Taylor Mammen
Senior Managing Director

P: (310) 282-0437

E: tmammen@rclco.com

Andrew Janko
Managing Director

P: (424) 270-9593

E: ajanko@rclco.com

Joshua A. Boren
Director, Business Development

P: (310) 984-1757

E: jboren@rclco.com

(Moderator)



LOWER FOR LONGER AND THE SEARCH FOR YIELD
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“LOWER FOR LONGER”

Source: FRED; United Nations World Population Prospects

SLOW GROWTH IN POPULATION AND PRODUCTIVITY
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“LOWER FOR LONGER”
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exchange money.

Source: FRED; Federal Reserve

NO REASON (YET?) TO WORRY ABOUT INFLATION
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THE SEARCH FOR YIELD
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*Safe assets defined as government debt issued by large, developed economies

Source: Oxford Economics; Chatham; FRED

WITH NO YIELD FROM BONDS, INVESTORS TURN TO RISK
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THE SEARCH FOR YIELD

Source: Preqin

DRIVES A FLOOD OF CAPITAL TO REAL ESTATE
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THE SEARCH FOR YIELD

Source: RCA

BUT NOT WITHOUT A VIEW REGARDING RISK
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REAL ESTATE PROPERTY MARKET:

“DEMOGRAPHICS ARE DESTINY”
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AGING MILLENNIALS AND BOOMERS

Source: U.S. Census Bureau

CAUSING THE SHIFTS THAT STEER DEMAND
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AGING MILLENNIALS AND BOOMERS

1Based on research compiled by the Brookings Institute. Cities includes the metropolitan area’s largest city and up to two additional cities with populations exceeding 100,000. Data are for 53 major 

metropolitan areas with populations exceeding one million. Source: Brookings analysis of Annual Census Bureau Estimates

THE SUBURBS DIDN’T NEED COVID TO BOOM IN THE 2020S
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GROWING INEQUALITY

Source: U.S. Census Bureau

IT’S NOT THAT ANYONE IS GETTING POORER, BUT…
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GROWING INEQUALITY

*Individuals in “Young Households” at each of the three years on the table represent baby boomers, Generation X members, and millennials, respectively, at similar young ages.

Source: Kurz, Christopher, Geng Li, and Daniel J. Vine, "Are Millenials Different?,“Finance and Economics Discussion Series 2018-080. Washington: Board of Governors of the Federal Reserve System; 

Oreopoulos, Philip, Till von Wachter, Andrew Heisz, “The Short- and Long-Term Career Effects of Graduating in a Recession: Hysteresis and Heterogeneity in the Market for College Graduates,” NBER

Working Paper No. 12159, April 2006; Survey of Consumer Finances; Washington Post; , 

MILLENNIALS ARE PARTICULARLY HARD HIT—MAYBE FOREVER

2016 2001 1989

Young Households 

(Millennials)

Young Households 

(Gen X)

Young Households 

(Boomers)

Avg. Assets $176.3 $227.4 $173.2

Total Debt $84.6 $79.4 $59.3

Net Worth $91.7 $148.0 $113.9

Stock Ownership 14.7% 27.5% 13.8%

Retirement Balance $18.8 $16.8 $6.6

Homeownership Rate 33.9% 50.2% 47.5%

Real Assets by Year and Age Group/Generational Cohort*

(Thousands of 2016 Dollars)
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GROWING INEQUALITY

Source: U.S. Census Bureau; American Community Survey; Federal Reserve Bank of New York Consumer Credit Panel

ACCELERATED BY INCREASING DEBT LEVELS
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THEMES FOR THE MAJOR PROPERTY TYPES
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RESIDENTIAL: WE DON’T HAVE ENOUGH

SOURCE: Fannie Mae

29 STATES HAVE HOUSING SHORTAGES, SOME SEVERELY

Housing Stock Deficit as a Proportion of a State’s Housing Stock
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RESIDENTIAL: WE DON’T HAVE ENOUGH
HOMEOWNER VACANCY IS AT DYSFUNCTIONAL LEVELS

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

3.5%
Homeowner Vacancy

Homeowner Vacancy Historical Average



Investment Outlook for 2021  |  December 10, 2020  |  18

RESIDENTIAL: WE DON’T HAVE ENOUGH

SOURCE: RCLCO

SINGLE FAMILY RENTALS LIKELY SERVE A CRITICAL NEED
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RETAIL: WE HAVE WAY TOO MUCH

SOURCE: Cushman & Wakefield

THIS PROBLEM EXTENDS FROM WAY BEFORE E-COMMERCE

Square Footage and Sales/Square Foot Per Capita



Investment Outlook for 2021  |  December 10, 2020  |  20

INDUSTRIAL: WE NEED MORE BOXES

SOURCE: US Bureau of Labor Statistics

INDUSTRIAL IS THE NEW RETAIL, AND SERVER CLOSET
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OFFICE: FLIGHT TO QUALITY

SOURCE: Costar

MOST OFFICE SPACE MAY BE OBSOLETE
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CRITICAL ASSUMPTIONS
Our conclusions are based on our analysis of the information available from our own sources and from the client as of the date of this report. We assume that the information is correct, complete, and reliable.

We made certain assumptions about the future performance of the global, national, and local economy and real estate market, and on other factors similarly outside either our control or that of the client. We analyzed trends and the information available to us in

drawing these conclusions. However, given the fluid and dynamic nature of the economy and real estate markets, as well as the uncertainty surrounding particularly the near-term future, it is critical to monitor the economy and real estate markets continuously

and to revisit the aforementioned conclusions periodically to ensure that they are reflective of changing market conditions.

This is particularly the case in light of recent developments that have occurred in Q1 2020, including fears of disruption due to the novel coronavirus, a price war that has precipitated a sharp drop in global oil prices, and concern over the level of corporate debt in

the U.S. that could become a problem in a slowing economy. These events underscore the notion that stable and moderate growth patterns are historically not sustainable over extended periods of time, the economy is cyclical, and real estate markets are

typically highly sensitive to business cycles. Further, it is particularly difficult to predict inflection points, including when economic and real estate expansions will end, and when downturn conditions return to expansion.

Our analysis and recommendations are based on information available to us at the time of the writing of this report, including the likelihood of a downturn, length and duration, but it does not consider the potential impact of additional/future shocks on the national

and/or local economy, and does not consider the potential benefits from major "booms” that may occur. Similarly, the analysis does not reflect the residual impact on the real estate market and the competitive environment of such a shock or boom. Also, it is

important to note that it is difficult to predict changing consumer and market psychology. As such, we recommend the close monitoring of the economy and the marketplace, and updating this analysis as appropriate.

Further, any project and investment economics included in our analysis and reports should be “stress tested” to ensure that potential fluctuations in revenue and cost assumptions resulting from alternative scenarios regarding the economy and real estate market

conditions will not cause unacceptable levels of risk or failure.

In addition, and unless stated otherwise in our analysis and reports, we assume that the following will occur in accordance with current expectations by market participants:

► Tax laws (i.e., property and income tax rates, deductibility of mortgage interest, and so forth)

► Availability and cost of capital and mortgage financing for real estate developers, owners and buyers

► Competitive supply (both active and future) will be delivered to the market as planned, and that a reasonable stream of supply offerings will satisfy real estate demand

► Major public works projects occur and are completed as planned

Should any of the above change, this analysis should be updated, with the conclusions reviewed accordingly (and possibly revised).
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GENERAL LIMITING CONDITIONS
Reasonable efforts have been made to ensure that the data contained in this study reflect accurate and timely information and are believed to be reliable. This study is based on estimates, assumptions, and other information developed by RCLCO from its

independent research effort, general knowledge of the industry, and consultations with the client and its representatives. No responsibility is assumed for inaccuracies in reporting by the client, its agent, and representatives or in any other data source used in

preparing or presenting this study. This report is based on information that to our knowledge was current as of the date of this report, and RCLCO has not undertaken any update of its research effort since such date.

Our report may contain prospective financial information, estimates, or opinions that represent our view of reasonable expectations at a particular time, but such information, estimates, or opinions are not offered as predictions or assurances that a particular level

of income or profit will be achieved, that particular events will occur, or that a particular price will be offered or accepted. Actual results achieved during the period covered by our prospective financial analysis may vary from those described in our report, and the

variations may be material. Therefore, no warranty or representation is made by RCLCO that any of the projected values or results contained in this study will be achieved.

Possession of this study does not carry with it the right of publication thereof or to use the name of "Robert Charles Lesser & Co." or "RCLCO" in any manner without first obtaining the prior written consent of RCLCO. No abstracting, excerpting, or summarization

of this study may be made without first obtaining the prior written consent of RCLCO. This report is not to be used in conjunction with any public or private offering of securities or other similar purpose where it may be relied upon to any degree by any person

other than the client without first obtaining the prior written consent of RCLCO. This study may not be used for any purpose other than that for which it is prepared or for which prior written consent has first been obtained from RCLCO.
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