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Returns

How do NAV Ratios impact the market for 
corporate control?



Defining Key Terms

• NAV: Net Asset Value

• Analyst estimated market value of  the property portfolio using CRE market 
information (NOI/Cap Rates) – adjusted for non-RE assets and MV liabilities.

• Compared to stock price for measure of  relative valuation in the parallel 
markets (Public = Stock Price; Private = NAV). 

• Sometimes referred to as a measure of  intrinsic (fundamental) value

• Public Deal Premium: Acquisition premium over public firm value

• Acquisition Deal Value / Stock Price (t-28)

• Private Deal Premium: Acquisition premium over NAV estimated firm 
value

• Acquisition Deal Value / NAV (t-28)



In the Context of  the Literature

• Is the analyst estimated NAV informative for managers and shareholders or are they simply 
a measure of  value lagging public markets?

• NAV useful to management

• Issuance decisions (Boudry et al., 2010), Asset Acquisitions (Wiley and Kim, 2019), 
Capital Allocation decisions (Ling et al., 2016). 

• NAV useful to investors

• Information Content (Chacon et al., 2020); Shareholder Activism (Downs et al., 2019)

• Determinants of  REIT M&A

• Ling and Petrova (2011) focus on likelihood of  being targeted and focus on public and 
private. They note the motivation of  public-to-private arbitrage but do not explicitly 
examine P/NAV (likely due to data availability at the time). 



Data

• M&A Transactions with equity REITs as 

targets. 

• Sample Period: 2001-2017

• Analyst Estimated NAV (SNL Financial)

• Deal Characteristics (SNL Financial)

• Market Data (CRSP) 

• Accounting Data (Compustat)

• 79 Acquisitions with non-missing data



Hypothesis 1: Takeover Likelihood

• Are REITs trading at discounts to NAV more likely to be acquired?

“The existence of  opportunities for investors to acquire public REITs at parity to NAV or 

less is what is fueling the continued takeover activity by both public and private investors.” 

- Cohen and Steers, Inc., November 2018

• The win-win for acquirers and targets:

• Acquirers: If  they incorporate the private market value of  the REIT in their 

selection process, REITs trading at discounts to NAV should make for more 

attractive targets.

• Targets: Shareholders exit at a premium to depressed stock price and closer to 

intrinsic value.



Takeover Likelihood Example

• Activism case highlighted in Downs et al. (2019) is also in our M&A sample 
because the activism led to a transaction.

• Land & Buildings (L&B) took a large stake in American Residential Properties 
(ARPI), specifically citing their discount to NAV as the reason. 

• Ultimately, this led to a merger between American Residential Properties and 
American Homes for Rent. 

• Jonathan Litt of  L&B noted the following regarding the transaction:

“We are pleased the Board of  American Residential Properties has chosen to move forward 
with the transaction, a path which we believe represents a positive outcome for all 
shareholders. As we have publicly stated, ARPI has traded below its intrinsic value for 
some time and it was clear that a new path was needed to unlock the value imbedded in the 
company.”



Hypothesis 1 Counter Argument

• REIT NAVs are estimated by sell-side analysts and widely available to both acquirers and 
targets. Therefore, the price discrepancy between markets is quantified and known 
between negotiating parties. 

• Selling parties may be reluctant to sell at a price below the NAV, even when the 
stock price is depressed if  they expect it will approach the NAV over the longer 
horizon.

• Buying parties may be unable to negotiate a deal value below the NAV and 
uninteresting in paying a premium to the NAV.   

• To the extent the NAV is accurate, the REIT may be able to sell some dispose of  some 
portion of  the property portfolio at prevailing CRE market prices, which presents a 
potentially superior alternative to selling the entire REIT below the NAV.

• However, Wiley and Kim (2019) find no relation between asset dispositions and 
NAV discounts. 

• Cite holding period concerns and management incentive to be larger as reasons.



Takeover 

Likelihood 

Results

P/NAV Measure Acquired REITs
Matched Control 

Group 
Difference T-Statistic

P/NAV 0.96 1.046 -0.086 -2.09

Sector Adj P/NAV -0.033 0.027 -0.06 -1.68

Market Adj P/NAV -0.085 0.05 -0.135 -3.13
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Hypothesis 2a: Public Deal Premiums

• Negative Relation b/t public deal premiums and NAV ratios: 

• Given the NAV is publicly available and a measure of  the market value of  the 
REITs assets, the deal value may anchor toward to the NAV. 

• This would lead to higher public deal premiums for REITs trading at 
discounts to NAV and lower deal premiums for those trading at premiums to 
NAV. 

• Positive Relation b/t public deal premiums and NAV ratios

• REITs trading at discounts to NAV are underperformers lacking bargaining 
power. They may be unable to negotiate attractive deal premiums. Similarly, 
REITs trading at premiums can be in a comfortable position to only select 
attractive deals. 



Public Deal  

Premium 

Results
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P/NAV Measure Coeffient P-Value

P/NAV -0.76 <0.01

Sector Adj P/NAV -0.46 0.03

Market Adj P/NAV -0.46 <0.01

Public Deal Premiums Regression



Hypothesis 2b: Private Deal Premiums

• Why would an acquiror pay a greater public premium for an 
underperforming REIT?

• Because they can acquire the REIT at a significantly lower private 
deal premium (Deal Value / NAV). 

• Implication: Positive relation between private deal premiums and 
NAV ratios. Greater discount to NAV = Lower private deal 
premium paid by acquirer.



Private Deal 

Premium 

Results

P/NAV Measure Coeffient P-Value

P/NAV 0.64 <0.01

Sector Adj P/NAV 0.65 <0.01

Market Adj P/NAV 0.70 <0.01

Private Deal Premiums Regression
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Hypothesis 3: Target Announcement 

CARS

• As equityholders of  the REIT, shareholders are 

predominantly concerned with the size of  the public deal 

premium when acquired. 

• Therefore, if  REITs trading at discounts to NAV receive 

larger public deal premiums, we expect target CARs to also be 

higher for REITs acquired at a discount to NAV.



Target CAR 

Results

P/NAV Measure Coeffient P-Value

P/NAV -0.71 0.03

Sector Adj P/NAV -0.50 0.05

Market Adj P/NAV -0.40 0.04

Target CAR [-1,+1] Regression
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Summary

• We are the first to our knowledge to 
examine the impact of  NAV ratios on 
REIT Takeovers. 

• We find that REITs trading at discounts to 
NAV are more likely to be acquired. 

• Discounted REITs receive greater public 
premiums, lower private premiums, and 
greater announcement returns. 

• The sale of  a REIT trading at a discount 
to NAV appears to be a productive 
transaction for potential acquirers and 
target shareholders alike. Buyers acquire 
the REIT at or near the private market 
valuation (NAV) and target shareholders 
exit at a significant premium to the public 
market valuation (stock price). 



THANK YOU!



APPENDIX 



Hypotheses 2 Diagram

REIT B Price REIT A and B 
NAV

REIT B Deal Value

REIT A Price

REIT A Deal Value

 $95  $96  $97  $98  $99  $100  $101  $102  $103  $104  $105  $106  $107  $108  $109  $110

REIT Price to NAV Public Deal Premium Private Deal Premium

REIT A 1.05 1.05 1.10

REIT B 0.95 1.08 1.03



Hypothetical 1

REIT A REIT B

Price 105.00$             95.00$              

NAV 100.00$             100.00$             

Deal Value 110.00$             103.00$             

Price/NAV 1.05 0.95

Public Premium 1.05 1.08 Negative Relation

Private Premium 1.10 1.03 Positive Relation

Anchor Toward NAV (our findings)



Hypothetical 2

REIT A REIT B

Price 105.00$             95.00$              

NAV 100.00$             100.00$             

Deal Value 115.00$             99.00$              

Price/NAV 1.05 0.95

Public Premium 1.10 1.04 Positive Relation

Private Premium 1.15 0.99 Positive Relation

Bargaining Power



Hypothetical 3

REIT A REIT B

Price 105.00$             95.00$              

NAV 100.00$             100.00$             

Deal Value 110.00$             115.00$             

Price/NAV 1.05 0.95

Public Premium 1.05 1.21 Negative Relation

Private Premium 1.10 1.15 Negative Relation

Overpay for Discounted REITs w/o  Private 

Premium Bargain



Next Steps – Private vs. Public 

Acquirers

• Preliminary results suggest the deal premium and CAR results 
significantly differ by public or private buyer.

• The negative relation between NAV ratios and public premiums is 
mitigated when the buyer is public. They are more likely to pay higher 
deal premiums for high p/nav firms.

• The positive relation between NAV ratios and private premiums is 
magnified when the buyer is public. They are more likely to pay 
higher private deal premiums for high p/nav firms.

• The negative relation between NAV ratios and target CARS is 
mitigated when the buyer is public. CARs are higher for high p/NAV. 

• Public buyers don’t appear to price the acquisition based on the 
NAV as much as private buyers. 



PSM Procedure and Balance

• First stage covariates: 

• Firm age, size, leverage, cash, profitability, 

dividend yield, UPREIT. 

• If  a REIT is later acquired, it cannot be a 

matched firm (Eichholtz and Kok, 2008).

• 2 nearest neighbors without replacement



Data Collection Procedure

• 118 Initial Observations from SNL Financial 

between 2001 and 2017. 

• Exclude partial acquisitions and retain 100% 

ownership. 

• Screen out if  not ID’d on Compustat and CRSP

• 12 of  the observations required hand collection of  a 

few accounting variables via Bloomberg database. 



Results without FE 

• Results for T6-8 are consistent and statistically 

significant whether we include any variation of  fixed 

effects.



More Technical NAV Calc

• 12 month forward NOI

• Determine Cap rate for NOI

• Add Management Fees

• Determine Cap rate for Fees

• Add other assets (cash and equiv, land held for 
development, unleased space, development projects)

• Subtract MV liabilities

• Divide by shares outstanding
























