
Investment Insights

From pandemics to wildfires: a changing 
world for real estate?

After an already record-breaking summer, the air choking with smoke, the US experienced a 
devastating fire on Maui that killed more than one hundred people and destroyed Lahaina. 
While heart-wrenching questions remain about inequality and lack of preparation from 
disaster planners, this tragedy also showed just how multi-faceted climate change is. 
Drought combined with strong winds and invasive non-native grass created an out of control 
blaze. It’s a crisis compounded by other crises, carbon emissions and biodiversity just two 
facets of the massive challenges we face.

And this summer of fire stretches globally. More than 20,000 people have fled their homes 
in Greece, and Canada still has more than a thousand active wildfires whose smoke 
blanketed North America1. Tenerife is seeing its worst fires in 40 years and Asia has also 
seen challenging fires in Indonesia, Thailand, and Kazakhstan. Many around the world 
continue to remember the Australian wildfires of 2020, which were one of the worst 
disasters for wildlife in history2.

So why, when all of this is happening, would we talk about real estate? For one, the kinds of 
buildings we’re in matters. While we write frequently about the kinds of investments in clean 
energy we need to face the climate crisis, real estate still accounts for around 40% of global 
emissions4. But perhaps just as importantly, as our skies turn red and air pollution kills 
nearly 700,000 people each year, we’re at a stage where mitigation will matter a lot, forcing 
us back into the homes and buildings we’ve taken for granted3. In fact, it wasn’t so long ago 
– during the first global pandemic in a century – that the entire world was obsessing over
indoor air quality. Some have even felt like this summer is a sort of ‘reverse COVID’ with
masks being worn outside and taken off inside. But with office space in flux, real estate has
become an almost unwanted asset class for many investors. So today, we talk about what
kind of buildings can help, and why they’re a theme we can’t afford to ignore.

Overview

• A summer filled with wildfires
and smoke is a reminder of the
society-wide challenges caused
by the climate crisis

• Real estate, a source of 40% of
our emissions and a linchpin of
human activity, is part of the
needed transition

• The sector is also at a turning
point post COVID, and more
efficient buildings could help.
Already, they demand
premiums ranging from 13.3%
to 36.5% vs. traditional real
estate12
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What makes a building efficient?

When people think of building efficiency, they often think of standards like LEED 
(Leadership in Energy and Environmental Design)  in the US, BREEAM (Building Research 
Establishment Environmental Assessment Method)  in the UK, or BEAM (Building 
Environmental Assessment Method) in Hong Kong. But what are these standards trying to 
address? The scope can be wide-ranging from carbon emissions to using more sustainable 
materials, protecting ecosystems, and building community through things like transit 
access5. Another essential element of many standards is human health. In the wake of the 
pandemic, the CDC suggests exchanging air in buildings at least 5 times per hour with high 
quality filtration6. However, the act of pulling in air from the outside and through better filters 
– and having to treat it to heat, cool, or dehumidify it – often means good ventilation requires
more energy7. This makes it all the more important that building owners take seriously the
need for investment in new technologies and better systems engineering. But can the
current outlook for real estate support the investments we need?

Thinking Thematically 



The challenges facing real estate 

Starting in March of 2020, real estate was an initial candidate for quick selling in the 
markets, especially amidst widespread stay-at-home orders that aimed to curb the spread of 
COVID. While real estate initially rebounded with much of the market, 2022 began to see 
renewed selling in the space that’s turned into mostly sideways performance in 2023. One 
of the largest drivers of this trend is concern about office space, where vacancy rates are 
5% higher than they were before the pandemic8. Meanwhile, even as companies push 
through return-to-work policies and hybrid working structures, experts still see office space 
in flux with the potential to see vacancy rates rise as much as 55% by the end of the 
decade9. While this is hardly the whole story on real estate (96% of public real-estate 
investment trust (REIT) value is in the US, for example, is outside of office space10), higher 
quality, more efficient buildings could also help.
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Not just vents – dollars and cents 

Given the global scope of the climate crisis, it’s no surprise that 88% of large companies 
have assets at risk of extreme weather11. With smoke in the air and a hotter environment 
less conducive to work, cooling costs will rise and the value of better ventilation should 
remain apparent even if we don’t see more viral pandemics (which we well could). And it 
seems renters could be viewing those benefits beyond the abstract. Buildings with LEED 
certification in the US collect 3.7% higher rent and maintain 4% higher occupancy rates11. 
When those buildings are sold, they also demand a premium that ranges from 13.3% to 
36.5% on transaction prices vs. traditional real estate12.

What happens next?

As we’ve seen this summer, we’re already seeing widespread destruction and harm from 
climate change, and we’re just at the beginning of the climate crisis. This presents a society-
wide challenge, and one that will need to be both solved and mitigated across a wide variety 
of sectors. Real estate, with its massive footprint and place in society, is at a unique 
crossroads of past and future with the potential to deliver on essential technologies for the 
challenges we face. A bunch of buildings might not seem like an opportunity for innovation, 
but we’re thinking thematically, and that means looking ahead.
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Thematic Investing with 
Invesco

FTSE EPRA Global REIT Index
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Thematic investing involves the risk that the electric vehicle theme is out of favor, or that the metals chosen to capitalize on that theme 
underperform the market.

The opinions expressed are those of the author, are based on current market conditions and are subject to change without notice. These 
opinions may differ from those of other Invesco investment professionals.

This does not constitute a recommendation of any investment strategy or product for a particular investor. Investors should consult a 
financial professional before making any investment decisions.

Forward-looking statements are not guarantees of future results. They involve risks, uncertainties and assumptions, there can be no 
assurance that actual results will not differ materially from expectations.

REITs are pooled investment vehicles that trade like stocks and invest substantially all of their assets in real estate and may qualify for 
special tax considerations. REITs are subject to risks inherent in the direct ownership of real estate. A company’s failure to qualify as a REIT 
under federal tax law may have adverse consequences to the REIT’s shareholders. REITs may have expenses, including advisory and 
administration, and REIT shareholders will incur a proportionate share of the underlying expenses. Investments focused in a particular 
sector, such as real estate, are subject to greater risk, and are more greatly impacted by market volatility, than more diversified investments. 
The use of environmental, social and governance factors to exclude certain investments for non-financial reasons may limit market 
opportunities available to funds not using these criteria. Further, information used to evaluate environmental, social and governance factors 
may not be readily available, complete or accurate, which could negatively impact the ability to apply environmental, social and governance 
standards. 

Investment Risks

The value of investments and any income w ill fluctuate (this may partly be the result of exchange rate fluctuations) and investors may not 
get back the full amount invested.

Important information

This document is intended only for professional investors  in Hong Kong, for Institutional Investors and/or Accredited Investors in 
Singapore, for certain specific sovereign wealth funds and/or Qualified Domestic Institutional Investors approved by local regulators only in 
the People’s Republic of China, for certain specific Qualified Institutions and/or Sophisticated Investors only in Taiwan, for Qualified 
Professional Investors in Korea, for certain specific institutional investors in Brunei, for Qualified Institutional Investors and/or certain 
specific institutional investors in Thailand, for certain specific institutional investors in Malaysia upon request, for certain specific 
institutional  investors in Indonesia and for qualified buyers in Philippines for informational purposes only. This document is not an offering 
of a financial product and should not be distributed to retail clients who are resident in jurisdiction where its distribution is not authorized or 
is unlawful. Circulation, disclosure, or dissemination of all or any part of this document to any unauthorized person is prohibited. 

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 based on information available on the date hereof, and Invesco does 
not assume any duty to update any forward-looking statement. Actual events may differ from those assumed. There can be no assurance 
that forward-looking statements, including any projected returns, will materialize or that actual market conditions and/or performance 
results will not be materially different or worse than those presented. 

All material presented is compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed.  Investment 
involves risk. Please review all financial material carefully before investing. The opinions expressed are based on current market conditions 
and are subject to change without notice. These opinions may differ from those of other Invesco investment professionals. 

The distribution and offering of this document in certain jurisdictions may be restricted by law. Persons into whose possession this 
marketing material may come are required to inform themselves about and to comply with any relevant restrictions. This does not 
constitute an offer or solicitation by anyone in any jurisdiction in which such an offer is not authorised or to any person to whom it is 
unlawful to make such an offer or solicitation.

This document is issued in the following countries: 

• in Hong Kong by Invesco Hong Kong Limited景順投資管理有限公司, 45/F, Jardine House, 1 Connaught Place, Central, Hong
Kong.

• in Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01 Republic Plaza, Singapore 048619.
• in Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-045-066). Invesco Taiwan Limited

is operated and managed independently.
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