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Allows for a ‘Liquidity Adjusted’ Price Index

UK Office Price Expectations Gap vs Selected Pricing and Valuation Indexes 
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Pricing and Valuation Dynamics Vary Across Markets 

Country/sector property pricing indicators (2019Q4-2023Q3)
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Broad Variation in Real Estate Asset Performance

Density plots show distribution of returns in each quarter. Relatives are calculated against unweighted mean or all properties or relevant segment.
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MSCI UK Quarterly Property Index to Dec 2020
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Describing Return Drivers Across a Distribution

MSCI Pan-European Balanced PFI Funds Quarterly Property Index - Total Return by Decile; All Assets
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A ‘Factor’ Approach to Private Real Estate

0-3 3

𝑅 =෍𝐶 + 𝑋𝐹 + 𝜀

Segment 
Control 
Dummy 
variables

Factor 
Return

① Each asset 
has a z-score 
calculated 
against the 
chosen factor

② These scores feed into a linear regression as values 
for the factor variable

③ Dummies are used to control traditional for property 
type and geography segments

④ Regression 
is run to derive 
factor return
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‘What?’ and ‘Where?’ Only Explain So Much

MSCI UK Quarterly Property Index factor returns to December 2020
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Read the blog >>

https://www.msci.com/www/blog-posts/could-factors-help-explain/02801966901
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Some UK Style Factors Show Interesting Return Profiles

MSCI UK Quarterly Property Index factor returns to December 2020
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… And Collectively Add Explanatory Power

MSCI UK Quarterly Property Index factor model r2 statistics to December 2020
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Taking the Factor Framework to the Next Level

Focus on Climate and Quality (Locational and Physical)?

Building Ratings/Scores GIS Data Client Data

WELL Building Standard Footfall Lease data

WalkScore Retail Catchment Emissions Data

Wired Score Drive Time Areas Physical Attributes

Green Building Certifications Commuting Connectivity Building Sensor feeds

EPCs Amenity Assessment

FitWell Standard
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Potential Applications

Factor Exposures Factor Attribution Factor Risk Models Factor Indexes
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Loan Life-time Market Price Growth

Despite recent price drops, most US collateral was still valued above origination levels
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Assessing the Health of US Real Estate Loan Collateral

Estimated current LTV vs Loan Maturity
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Loss Aversion and Property Market Liquidity

Scenarios on price declines spell bigger impact on some markets
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Normal Market Conditions
A market is made where buyers’ and sellers’ expectations overlap.  Activity is at normal levels.
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Weak Market 
Buyers reduce price expectations. Observed prices fall, but at lower volume since sellers aren’t as 
willing to sell at new, lower prices.  Their expectations haven’t shifted yet.
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• Price adjustment 
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Sellers Must Meet Buyers’ Expectations to Restore Liquidity
Price Expectations Gap is an expression of the fact that lower liquidity is a result of there being 
less of an overlap in buyer and seller expectations given the shift in buyers’ expectations
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Sellers’ Reduce Expectations; Prices Fall Further; Liquidity Restored
The implied additional price movement needed to restore liquidity is 50% of the Price 
Expectations Gap (P1 to P2 rather than P0 to P2) 
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MSCI is a leading provider of critical decision support tools and services for the global 
investment community. With over 50 years of expertise in research, data and technology, we 
power better investment decisions by enabling clients to understand and analyze key drivers 
of risk and return and confidently build more effective portfolios. We create industry-leading 
research-enhanced solutions that clients use to gain insight into and improve transparency 
across the investment process. To learn more, please visit www.msci.com. 

http://www.msci.com/
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