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~ultilling Al potential

Technological developments in commercial real estate are offering
a dizzying range of operational benefits for investors willing to take the plunge,

Automation and artificial intelligence
solutions are being touted as the future
of commercial real estate. From im-
proving productivity and slashing op-
erational costs, to freeing up more time
for human-led creativity, a range of
innovative tools and packages promise
to disrupt the asset class in the coming
decade.

Al is undoubtably in the first wave
of adoption, and despite critics point-
ing to potential job insecurity, an in-
creasing number of firms are looking
to the technology as a key differenti-
ator to stand out against the crowd.
Rob Teel, president of global solutions
at investment management software
company Yardi, discusses the main
factors driving adoption and future
growth.
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How much appetite is

there for Al in commercial
real estate?
When we look at the impact of Al to-
day, it is undeniably at the proof-of-
concept phase. To say that anybody
has fully figured out Al would be pre-
mature; everyone is launching small
projects to trial the new technology.
Almost all our clients have either inter-
nal or skunkworks projects underway
— with third parties — to test the capa-
bilities of Al

ChatGPT made a huge impact last

year and vendors are now trying to
figure out how they can monetize Al

and what future budgets may look like.
Firms are experimenting, but it is likely
too early to expect much budgeting just
yet. I think it will probably be 2024, or
even 2025, before firms formally start
to do so.

Al-aided digital assistance is set to
grow substantially over the coming
years, to mention one benefit. Micro-
soft has taken an interesting approach
with the launch of its 365 Copilot icon
to help assist their Office 365 custom-
ers. My bet is that enterprise-ready Al
in the future will be embedded into
each of our modules in a similar way:
across accounting, performance man-
agement, fundraising and investor
portals. Al will be blended into those
modules, and each will have some-
thing specific to justify the cost. I see
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How might regulations and data
protection affect the growth story?
Rob Teel: If you take the example of abstracting a lease,
there is private information that must be considered. If
you are trading information, or have a chat session with
an investor or a tenant via an Al tool, that data needs to
be safety stored. When it comes to multifamily build-
to-rent, there are already strict rules in place regarding
personal data that must be complied with.
Anytime we connect a prospect or customer to their
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personal data, that must be monitored closely to ensure
proper safety. Safety has always been core to our business
and it is the same with AL If a customer opens a chat
session or retrieves data, we need to be able to protect
against any type of intrusion. From our investor portal,
we always monitor the movement of megabytes and if
there is anything abnormal, the Al immediately shuts off
access. Others are using trend analysis to detect intrusion
using Al tools, which highlights the wide range of
benefits that A offers.

it propping up the value of our existing
products.

What are the main
operational benefits of Al?
The first is chatbots. Real estate tech-
nology typically starts where you find
the highest transaction volume, which
currently tends to be in multifamily or
short-term rentals. Over the last three
years, multifamily has embraced chat-
bots to help with prospect flow. The
technology is valuable, particularly
when leasing agents are not available
and customers have questions. A pro-
spective tenant may be surfing the web
late at night after a long day at work;
chatbots are a natural fit and speed up
the process of finding a home.
Chatbots can also be applied to

“Data is key to
making better
decisions and this will
become more acute as

Al solutions mature”

commercial properties. For exam-
ple, a customer may have a leaky tap,
or an investor might wish to call with
questions about their returns over a
weekend. Customer interaction and
automation are a natural fit for Al and
chatbots.

The recent focus has been on nat-
ural language processing and deter-
mining the intent of questions. Do you
accept pets? What is the price? When
can I move in? Chatbots are impor-
tant because they can handle two-way
communication. The caveat is that re-
sponses have typically been stilted, so
the next stage is to improve the quality
of these chatbot responses. We aim to
make the answers appear less robotic
and all with the same polite tone.

Generation of content is another
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important benefit. Firms are starting
to use Al in pure content creation, par-
ticularly for marketing when creating
videos with Al-generated voiceovers
and engaging text. Floorplans are an
obvious area where Al can be used to
create more optimal visuals.

There is also a great opportunity
to rethink transaction document in-
gestion. Machine learning can be used
to convert an image of text into a ma-
chine-readable text format, for exam-
ple with invoices from vendors. We are
hopetul that ingesting and abstracting
documents will be greatly pushed for-
ward by new models of Al

Al requires large amounts
of power to crunch

data. How are investors
thinking about the ESG and
sustainability implications?
Our large investment management cli-
ents continue to press us on solutions
for ESG and sustainability. There is an
industry responsibility to understand
the impact of Al from an energy con-
sumption standpoint, but also to think
about how Al can help clients reduce
their power usage and cut energy costs.

We have already been doing this for
many years via machine learning algo-
rithms. This technology can be used by
managers to optimize heating, ventila-
tion and air conditioning (HVAC) sys-
tems, one of the largest consumption
sources of energy in commercial build-
ings for example. This can help form
a feedback loop to keep improving
HVAC systems, and Al can be trained
on the best use of a high-power system
like HVAC to compare commercial
buildings. The benefits of delivering Al
far exceed the cost from an energy and
ESG standpoint.

What are the key
challenges likely to impact
future growth?
There have been plenty of exciting
technologies that have come and gone
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“When we think about
the impact of new
technologies, whether
it can make more
money for our clients

has to be the furst

consideration”

in recent years. We thought extensive-
ly about whether to invest in various
technologies, but many proved to be
underwhelming.

In 2014, blockchain enjoyed the
same level of buzz that Al is experi-
encing today. If we look back, it added
some transaction and security validi-
ty that did not exist before, but it did
not have the impact that everyone ex-
pected. Back then, it was discussed in
every conference agenda and executive
meeting however it did not particularly
impact our clients’ growth and bottom
line.

When we think about the impact
of new technologies, whether it can
make more money for our clients has
to be the first consideration. While

blockchain undoubtably had a positive
effect on many sectors, it simply did not
do that at scale. Al is a completely dif-
ferent story; possibly the closest com-
parison in terms of global impact would
be the launch of the web in the 1990s.
We never dedicated a large portion of
the company’s resources to building
blockchain solutions, but our spending
on Al is unlike any technology change I
have seen during my career.

How might data quality
and availability impact
potential growth?

Access to data makes a huge differ-
ence in the effectiveness of AL. Our cli-
ents are sitting on a mountain of data,
particularly if they have rolled out our
property management solutions in ad-
dition to investment accounting.

They have data around every asset
in the portfolio, every fund, every in-
vestor and most of our clients also have
extensive data around their operations.
With a fully deployed ERP stack, in-
cluding operations, the benefits of Al
around decision making and efficiency
are limitless.

The bulk of private equity real es-
tate organizations out there have a
universe of data that goes beyond their
fund and investor relationship; it goes
right down into the properties and as-
sets. This is crucial, as the Al response
on any request is only going to be as
good as the data.

The other way to operate a private
equity real estate company is to be
data light. A manager might only care
about investor and fund information,
outsourcing the property operations
to several different third-party man-
agement firms. The problem with that
approach, however, is that once you
have given away your data you have less
ability to analyze and act on your data
points. For an investment manager,
data is key to making better decisions,
and this will become more acute as Al
solutions mature.



