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1 The End of the Fed’s Rate Hike Campaign Spurred REIT Performance
REITs struggled all year, driven in large part by the Fed’s continued interest rate hikes – investors
could get risk-free Treasury yields north of 4%, making REITs yielding 6% less attractive. After
back-to-back pauses and conciliatory language, market yield began to fall, and REITs gained
ground through the end of the year.

1 When Will We Have the First Fed Rate Cut – March or May? 

The Fed has made it clear that it’s likely done with its rate-hike campaign. Now the question is

when the first official rate cut will take place, largely dependent on continued deceleration of
inflation. The first cut will heavily influence first-half stock market returns.

2 Deterioration in Office Fundamentals Led to Underperformance by Office REITs

It was a challenging year for office REITs, as occupancy continues to decline. As work from home

and the “virtual” office become more commonplace, office REITs face continued headwinds. Share
prices were down by double-digits for the year, but there are some glimmers of hope for 2024 in
selected metros and suburban areas.

2 China’s Continued Economic Slowdown May Impact the Global Economy

The most underreported story of 2023 is the slowing economy in China. Rumors abound of empty

office buildings and slowing consumer activity. As their economy slows, it could impact the broader
manufacturing sector around the world.

3 Resilient M&A Activity Helped Re-Rate Property Sectors

While overall M&A activity was down in 2023, this year’s activity was marked by smaller, strategic

acquisitions of higher-quality assets, helping solidify pricing and setting the stage for a potential
rebound in 2024.

3 The Presidential Election: Will Volatility Increase as We Approach November? 

Election years provide unique challenges to investors, and this year will be no different. It’s

already clear that the 2024 election season may be the most controversial ever, which will
undoubtedly fuel volatility in the third and fourth quarter. Rational investors will have to focus on
fundamentals and ignore the noise as the fall heats up.

Disclosure

This is not an offer to sell or solicitation of an offer to buy an interest in any investment fund. Any
such offer or solicitation may only be made by means of a confidential private offering
memorandum or prospectus relating to a particular fund and only in a manner consistent with
federal and applicable state securities laws.
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The material contained herein is intended as general market commentary. The views, opinions,
estimates and strategies, as the case may be (“views”), expressed herein are those of John
Palmer for Westwood Holdings Group, Inc. (“WHG”) and/or the other respective authors and
speakers named in this piece and may differ from those of other WHG employees and affiliates.
These views are often based on current market conditions and are subject to change without
notice. Any examples used are generic, hypothetical and for illustration purposes only. This
information in no way constitutes WHG research and should not be treated as such. Further, the
views expressed herein may differ from that contained in WHG research reports. The above
summary/prices/quotes/statistics have been obtained from sources deemed to be reliable, but we
do not guarantee their accuracy or completeness.

This document may contain statements that are not purely historical in nature but are “forward-
looking statements,” which are based on certain assumptions of future events. Forward-looking
statements are not guarantees of future results. They involve risk, uncertainties, and assumptions;
there can be no assurance that actual results will not differ materially from expectations.

References to Westwood Management Corp. in this document may describe any combination of
Westwood Holdings Group, Inc. and its wholly owned subsidiaries, which include Westwood Trust
and Westwood Advisors, LLC. Westwood Holdings Group, Inc. was launched as a public company
in 2002, trading on the New York Stock Exchange under the symbol “WHG.” On November 18,
2022, Westwood Holdings Group, Inc. finalized the acquisition of the asset management business
of Salient Partners, L.P. (“Salient”), a Houston-based asset management firm. As a result,
Westwood acquired Salient Advisors, L.P., an SEC-registered investment adviser, and Salient
Capital, L.P., an SEC-registered broker-dealer and FINRA member, as well as a majority equity
stake, previously owned by Salient and other investors, in Broadmark Asset Management LLC
(“Broadmark”). Broadmark is a San Francisco-based asset manager offering hedged equity
strategies and serves as sub-adviser to a pair of seasoned mutual funds and separately managed
accounts now offered by Westwood.
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