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Investment philosophy 

Invesco Global Real Estate Fund seeks to generate a total return through capital growth and 
income by investing primarily in real estate securities from around the world. The portfolio 
management team (the “team”) uses a fundamentals-driven investment process, including 
market-cycle analysis and property evaluation, to identify companies with quality underlying 

properties, solid management and attractive valuations. 

Performance summary 
Absolute performance was positive across equities, as the world continued to navigate the 

changing economic reality driven by the global health pandemic. Invesco Global Real Estate 
Fund, Series I returned 4.48% over the quarter, underperforming its benchmark, the FTSE EPRA 
Nareit Developed Index, which returned 4.37% (C$) over the same period. 

Key contributors/detractors to performance 

The Portfolio offered positive absolute performance during the period, benefiting from positive 
risk appetite and the prospect of economic recovery. Relative performance was slightly 

negative. U.S. stock selection drove positive relative performance; however, exposures in Asia 

and Europe detracted from performance.  

 
The Asia-Pacific region delivered negative relative performance during the quarter. Singapore, 
Hong Kong and Australia all detracted, while Japan was neutral. The strongest absolute returns 

were seen in Hong Kong and Japan. Hong Kong office landlords and Singapore and Hong Kong 
developers, which traded at deep discounts to net asset value, saw the strongest returns over 

the period. Companies with more predictable long-term cashflows lagged as investors reacted to 
rising government bond yields. Sectors such as industrials and data centres, which are viewed 

as offering structural growth opportunity, significantly underperformed during the quarter. The 
Portfolio’s overweight exposure in these sectors detracted from relative performance. In 

Australia, the Portfolio holds no exposure to the mall owners. This detracted from relative 
performance as they benefited from positive sentiment and a wider than long-term average 

discount to net asset value. 

 
Relative and absolute performance was negative across Europe during the period. Investors 

favoured Real Estate Investment Trusts (“REITs”) with value characteristics and punished 

companies perceived to have bond-like characteristics. This came despite much lower 

government bond movements in Europe than other parts of the world. Stock selection in Sweden 
was the region’s largest detractor from performance. The Portfolio has overweight exposure to 

office landlords, which underperformed after year-end earnings results indicated some slowing 

leasing activity, despite still achieving positive re-leasing spreads. The Portfolio retains an 
overweight exposure to structurally strong, but interest-rate sensitive German residential 

landlords, which detracted from performance. Overweight exposure to Spain’s largest diversified 
REIT and no holdings in defensive and yield-sensitive Swiss real estate and Finish residential, 

offered positive relative impact on Portfolio performance.   
 

In North America, U.S. REITs delivered positive absolute and relative performance in the period. 
Relative performance was driven by stock selection and sector allocation, with reward for 

overweight exposure to property types with recovery and value characteristics. Most notably, 
overweight exposure to the lodging and shopping centre REITs delivered strong positive gains. 
The Portfolio also benefited from stock selection among office REITs as overweight Columbia 

Property Trust (“CXP”) outperformed, following a third-party buyout offer. Underweight exposure 
to mall REITs and overweight exposure to tower REITs detracted from performance. 



 

 

 

 

 

Portfolio activity 

The Portfolio finished the quarter with a modest underweight exposure to the Asia-Pacific 

region. Focus remains on company-specific growth opportunities and local relative value 

opportunities. Country weights across the region show overweight exposure to Hong Kong and 
modest underweight exposure to Singapore and Japan. Australia exposure is currently 

benchmark neutral. Positioning within the region shows overweight exposure to medium-term 

cyclical recovery via developers and selected office and retail landlords where an anticipated 

recovery is likely to be impactful. Portfolio changes across the region saw exposure increased to 
sectors and stocks that are likely continued beneficiaries of the economic rebound. Exposure to 
stocks that offer structural growth opportunity was moderated, reflecting a market environment 

where value characteristics have been favoured over growth. 
 

The Portfolio finished the quarter with an underweight exposure to Europe. Key active 
positioning reflects underweight exposure to retail-focused REITs and overweight exposure to 

residential real estate. Switzerland and the U.K. are held at underweight. Material country 
overweight exposure in Continental Europe is focused on Germany, where apartment rental 

exposure dominates. Stability of income and growth prospects remain positive for this 
exposure. In addition, large Portfolio overweight exposure to Spain and some in France and 

Sweden is driven by positions in discounted office-focused REITs, which offer attractive value 

characteristics. The Portfolio also holds exposure in the European cell tower sector, which offers 
one of the most attractive growth opportunities in the region. Overall exposure to Europe was 

increased over the quarter. Exposure to German residential was moderated in favour of 

additional weight in European cell towers, to moderate the Portfolio’s sensitivity to rising bond 

yields and increase the potential for higher earnings growth. U.K. offices and U.K. health care 
were reduced for more value-driven opportunities, which offer stronger sensitivities to an 

economic rebound and are able to achieve greater total returns. Weight was added to small-cap 

German office and large-cap French office, Stockholm office, as well as German diversified and 
U.K. residential.  

 
In North America, the Portfolio ended the period with a modest overweight exposure, which 

benefited from favourable tailwinds from fiscal stimulus, monetary policy and vaccination. 
Currently, the Portfolio is positioned with overweight exposure to companies with cyclical 

recovery prospects, often at discounted valuations. Exposure to these types of companies 
increased during the past quarter. The Portfolio also carries overweight exposure to companies 

and sectors with long-term structural growth characteristics. Exposure to these types of 
companies has tended to moderate in the past quarter. To gain exposure to favourable long-
term structural demand trends, the Portfolio holds key overweight positions in single-family 

home rental and industrial REITs. The Portfolio also holds overweight exposure to certain 
property types that should benefit from the early phase of U.S. economic expansion, such as 

lodging and shopping centres, as well as select sectors that trade at discounts to long-term 
valuation measures like apartment and senior housing REITs. The Portfolio has an underweight 

exposure to U.S. REITs with longer duration cashflows, which offer less exposure to economic 
recovery, including triple-net retail and medical office REITs. 

  



 

 

Market commentary 

The first quarter of 2021 saw continued economic and capital market recovery, although some 

dispersion in underlying economic fundamentals has become clear. The U.S. economy looks 
buoyant; virus cases moderated, vaccine distribution is ahead of schedule, employment growth 

is strong and further fiscal stimulus is expected. This has been impactful to U.S. domestic risk 

investments and raised expectations for the rest of the world. Asia, as a shorter-duration 
economy, has also seen positive momentum. Europe is the pandemic control and economic 

laggard. Recent COVID-19 vaccine efficacy also brought confidence in reflation and recovery. 
Considerable uncertainty remains, with clear crosscurrents; however, markets have started to 

price in higher expectations with material rises in risk-free rates thus far. The U.S. 10-year 

Treasury yield doubled during the period, with other major economies seeing similar bond yield 

moves. This led to an equity market rotation, with value and cyclical recovery themes being 
rewarded over companies with higher-quality structural growth or defensive higher-quality 

income. REITs also performed well. Performance was led by the U.S., Hong Kong and Japan-

listed real estate. European and Australian REITs lagged. Retail and lodging REITs showed their 
best performance, reflecting the prospect for elevated consumer activity as pent-up demand 

emerges post-pandemic. Fundamental performance trends played out as anticipated. REITs 
with industrial, data centre, cell tower, storage and low-volatility residential income 

characteristics posted asset value and earnings gains in 2020. REITs with office, retail and 
lodging assets posted asset value losses. Recovery trends will be uneven as the timing of 

lodging recovery is not fully clear, with international travel expected to be slow to recover. The 
magnitude and timing of office back-to-work is uncertain and will likely negatively impact net 

office demand. The degree of accelerated brick-and-mortar retail decline may have further to 
go before economic rent levels are established between landlords and retailers. Some reflection 
of demand for real estate was evident during the quarter with a variety of merger-and-

acquisition activity. This was mostly evident among office-focused REITs. Listed real estate 

ended the period trading at a small premium to underlying average net asset value. Earnings 

growth prospects for 2021 are positive and accelerated as REITs with structural growth 
opportunity are now joined by REITs likely to benefit from the cyclical recovery growth and 

economic reopening. 

 

 
 
 

 
 

 
 

 

The above companies were selected for illustrative purposes only and 
are not intended to convey specific investment advice. 
 

Commissions, trailing commissions, management fees and expenses 
may all be associated with mutual fund investments. The indicated 
rates of return are the historical annual compounded total returns, 
including changes in security values and reinvestment of all 

distributions, and do not take into account sales, redemption, 
distribution or optional charges, or income taxes payable by any 
securityholder, which would have reduced returns. Mutual funds are 
not guaranteed, their values change frequently and past performance 
may not be repeated. Please read the simplified prospectus before 

investing. Copies are available from your advisor or Invesco Canada 
Ltd. 
 
 



 

 

Standard performance 
 

Source: Invesco Global Real Estate Fund. Data as at March 31, 2021 
in Canadian dollars. 
 
The views expressed above are based on current market conditions 
and are subject to change without notice; they are not intented to 
convey specific investment advice. Forward-looking statements are 
not guarantees of performance. They involve risks, uncertainties and 
assumptions. Although we make such statements based on 
assumptions that we believe to be reasonable, there can be no 
assurance that actual results will not differ materially from our 
expectations. 
 

 
 

*Invesco® and all associated trademarks are trademarks of Invesco Holding 

Company Limited, used under licence. 
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1-year 
(%) 

3-year 
(%) 

5-year 
(%) 

10-year 
(%) 

Invesco Global Real 
Estate Fund, Series I 

 

16.13% 3.10% 2.76% 8.55% 

FTSE EPRA Nareit 
Developed Index (Net) 

18.90% 4.17% 3.26% 8.48% 


