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How Brookfield Asset
Management’s Offer Undervalues
Brookfield Property Partners
On January 4th, 2021, Brookfield Asset Management (BAM) announced a proposal to buy the remaining
40% of Brookfield Property Partners (BPY) it does not currently own. BAM is offering public investors $16.50
per BPY unit, or $5.9 billion in total value.1
Both BPY and BAM have spent the last 2 years, including the year before the pandemic, consistently arguing
that BPY trades at a discount to the underlying value of its assets.2 Several analysts agree that privatizing
BPY would be a good deal for Brookfield Asset Management3, which had amassed $75 billion of capital and
dry powder to invest in distressed assets and other investments, as of November 12, 2020.4
We believe the independent directors of BPY should negotiate to ensure this offer is a good deal for
BPY’s public investors. We estimate a price range of $19.50-$21.00 per unit is more reflective of analysts’
assessment of net asset value cited by BPY in September 2020 and the pre-pandemic high price in 2019.
Below we present substantiation for the following key points:
•

In the third quarter of 2020, BAM reported the value of “non-controlling interests” in BPY at $26
billion;

•

BAM and BPY executives publicly stated in 2019 and 2020 that BPY’s trading prices undervalued its
assets;

•

At Brookfield’s Investor Day presentation in September 2020, management reported BPY’s net asset
value (NAV) at $27.01 and stated the consensus NAV of analysts was $19.50 per unit;

•

The premium to BPY’s unaffected trading price offered by BAM in this deal is 14%, lower than the
premium Brookfield companies have offered in a sampling of buyouts over the last several years.
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Value of BPY
BAM’s 3Q20 Interim Report valued “non-controlling interests” in BPY at $26 billion.5
“Non-controlling interests in our consolidated results primarily consist of third-party interests in
BPY… and [its] consolidated entities, as well as co-investors and other participating interests in our
consolidated investments.”6
That quarter, BAM CEO Bruce Flatt stated that “[BPY] current trading price does not reflect anywhere near
the value of the high-quality portfolio of real estate that it owns.”7
In pre-pandemic 2019, BPY units were at high of $21.15 in Q2. In 1Q19 BPY initiated a substantial issuer bid
that resulted in the purchase of 13,981,839 units at a purchase price of $21.00 per unit.8 Following the bid,
BPY continued repurchasing units throughout the year, as it believed it was “acquiring our own units at a
substantial discount to their intrinsic value.”9
BAM is looking at pandemic-era price declines as an opportunity to buy real estate interests at distressed
prices, and it has increased its investment in BPY during the pandemic.10 BAM committed up to $1 billion of
equity infusion to fund BPY’s substantial issuer bid of $12.0011 and a normal course issuer bid at an average
price of $13.00, both in 3Q2012. During 4Q20, BAM purchased an additional 22 million units of BPY for a
weighted average price of $13.50.13
At the last Brookfield Investor
Day meeting in late September
2020, BPY reported its net asset
value to be $27.01 while the units
were trading at approximately $11.
According to BPY’s presentation,
analysts consensus NAV at the
time was $19.50.14
Bryan Davis, BPY’s Chief Financial
Officer stated that day: “And that
investment today can be made at
a substantial discount to intrinsic
value, 60% if you consider it
relative to our IFRS value, or 50% if
you consider it relative to consensus
NAV.”15

Brookfield Investor Day, September 24, 2020, Slide 40.

Based on BPY and BAM’s own statements about the value of BPY’s high quality real-estate portfolio16 and its
non-controlled interests, we believe a fair offer should range somewhere between the analysts consensus
NAV presented by BPY ($19.50) in September 2020 and the 2019 pre-pandemic high unit price ($21.00):
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Quarter

Trading Trading BAM or BPY Commentary
High
Low

2019 Q1

20.74

16.15

2019 Q2

21.15

18.28

2019 Q3

20.44

18.26

2019 Q4

19.61

18.01

2020 Q1

19.99

7.25

2020 Q2

13.90

7.32

2020 Q3

12.16

7.25

2021
1Q, as of
2/3/21
(affected
by BAM’s
offer)

17.45

16.76

“…We were pleased with the outcome of our Substantial Issuer Bid in February and March.
Between the offers for BPY units and BPR shares, approximately $400 million of units were
tendered and settled at an average price of USD 20.83 per unit. Following completion of
the offer, we have continued to repurchase units under our Normal Course Issuer Bid as
we believe acquiring our own units at a substantial discount to their intrinsic value is an
attractive use for excess capital.”17 -Brian William Kingston, Brookfield Property Partners LP
Senior Managing Partner & CEO
“Following closing of the offer in March, we remained active repurchasing units while they
trade at a discount to their intrinsic value…We continue to believe that selling assets at
premiums to carrying value and using those proceeds to repurchase our units at substantial
discounts is a good use of our capital and create significant value for our unitholders.”18 Brian William Kingston
“Brookfield Property Partners has transformed itself over the past five years since its spin-off
from BAM. In addition, NAV and cash flows have grown at a compound +10% annually. For
various reasons, similar to most real estate
securities, this is not reflected (yet) in the stock price, enabling a buyer today to make an
investment at an estimated 35% discount to the appraised IFRS value of its underlying
assets and a going-in yield of over 6%.”19 -Bruce Flatt, BAM CEO
“Despite a strong asset performance, BPY shares currently trade at a discount.”20 - Brian
William Kingston
“And so I think we continue to believe where the shares trade today, it's a very attractive -particularly when you adjust it for the risk around – these are assets that we know very well,
a very attractive place for us to put capital to work.”21 - Brian William Kingston
“While the virus will have an impact on our operations over the course of the year ahead,
our business remains in good shape financially due to a strong liquidity position and
the high-quality nature of the assets we own. Despite this, our unit price has declined
dramatically over the past 2 months and today trades at a price that is disconnected from
the performance of our underlying assets.”22 - Brian William Kingston
“We continue to believe the trading price of our units does not adequately reflect the
underlying value of our assets.”23 -Brian William Kingston
“We also allocated approximately $1 billion to purchases of BPY, whose current trading price
does not reflect anywhere near the value of the high-quality portfolio of real estate that it
owns”24 -Bruce Flatt, BAM CEO
“And that investment today can be made at a substantial discount to intrinsic value, 60%
if you consider it relative to our IFRS value, or 50% if you consider it relative to consensus
NAV.”25 -Bryan Davis, Brookfield Property Partners LP CFO
“Privatizing Brookfield’s real estate subsidiary is appealing because it has consistently
traded at a discount to the underlying value of its assets, Nick Goodman, Brookfield Asset
Management’s chief financial officer, said in an interview.
“‘We believe that it has been consistently discounted for more than just the past year,’
Goodman said. ‘We believed it would be a premium offering to the market given it has a
unique global portfolio and some of the highest quality real estate in the world. But it has
consistently struggled to trade at its net asset value.’”26 – Nick Goodman, BAM CFO
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Other Offer Premiums
BAM also offered a lower premium to BPY’s trading
price than Brookfield companies have when buying
out their unaffiliated investors prior to the pandemic.
BAM’s current $16.50 offer represents a 14% and
14.9% premium to the closing price of BPY units sold
on the Nasdaq and TSX exchanges as of December 31,
202027 compared to the range of 22-35% recorded in
previous Brookfield buy outs.28

Date

Buyer

Buyout (remaining
interest)

Premium

12/2014

BAM

30.6% of Brookfield
Residential

25%

2/2016

BAM

67% of Rouse
Properties

35%

3/2014

BPY

49% of BPO

22%

3/2018

BPY

66% of GGP

24%

*premium to unaffected share price
Several analysts agree that privatizing BPY is a good
deal for BAM. They point to the potential for accretion
of BAM NAV and upside of increased flexibility to operate the assets.29

Simultaneously, BAM spent 2020 boasting about its successful fundraising efforts and reported its highest
fundraising period ever in a quarter, raising $23 billion in the second quarter to invest in the post-pandemic
economy.30 BAM has the capital to offer a price that reflects its public statements of BPY’s asset value in
3Q19 and 3Q20.31 We urge BPY’s independent committee to represent the interests of its independent
shareholders in negotiations with BAM.

BPY’s Future Optimism
Additionally, BPY is optimistic about the future of its assets. In 3Q20, BPY reported its office portfolio being
91% leased on a long-term basis.32 It also predicts that the demand for office space will either remain stable
and in some cases increase due to the need for social-distancing.33 In this period, BPY has also utilized the
low-interest rates brought by the pandemic to “finance, refinance, or extended mortgages on nearly $3.5
billion of office and retail properties at interest rates below 4%.”34
While its mall portfolio has weighed on the company’s share price, BPY reported 94% of its retail tenants
being open and operational in 3Q20 and it was “beginning to see sales not only approaching normalized
level but outperformance in certain markets”. Specifically, luxury fashion and jewelry stores were the best
performing categories with between 36% and 13% year-over-year sales growth, respectively. 35
BAM and BPY know the value of BPY’s real estate, which public investors helped finance. BPY should
demand a higher buyout price from BAM, in the range of $19.50 - $21.00 per unit.

Gabriela Noa Betancourt
Senior Research Analyst
UNITE HERE Local 355

Dana Wise
Director of Corpate Engagement
UNITE HERE
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