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Even as artificial intelligence (AI) has rapidly emerged as a 
transformative technology across various sectors, the impact of AI 
in commercial real estate is still nascent and emerging. Broadly, these 
impacts can be traced along two distinct verticals: In-AssetIn-Asset, where 
platforms are intended to enhance value primarily by improving 
property performance, and Out-of-AssetOut-of-Asset, where platforms enhance 
real estate deal ecosystem workflows, particularly within the 
investment and asset management teams. 

It is important to note that these technologies are still early and have 
yet to become market norms. New platforms are being introduced 
every month, some with competing or contradicting value 
propositions. However, as quickly as these tools are being rolled 
out, they are also beginning to prove their value. Early adopters 
across either vertical can position themselves at a competitive 
advantage, which can lead to outsized returns for investors. This 
article will discuss some of the more promising tools that are 
already beginning to return value and discuss what the industry 
can look forward to as the sector continues to mature. 

AI’s impact in real estate 
can be traced along two 
distinct verticals: In-Asset, 
where platforms enhance 
value through property 
performance, and Out-
of-Asset, where platforms 
transform the workflows  
of the deal ecosystem.

AI IN INVESTMENT MANAGEMENT

Investment managers frequently encounter the problem of 
managing an overwhelming amount of information without 
an effective method of synthesization. For example, McKinsey 
reported in 2018 that nearly 60% of predictive power in real 
estate comes from non-traditional variables.1 Furthermore, 
organizations without centralized information storage impair 
their own institutional knowledge, as data is fragmented across 
different folder systems. AI presents various options to synthesize 
data and render it readily usable. Among the most promising 
applications are the following:

AI OVERVIEW

AI has been operating in the background of different operating 
systems for years, but the emergence of consumer-friendly AI 
tools, such as ChatGPT, has created an inflection point that has 
accelerated public familiarity with AI, prompting exploration and 
creativity around alternative AI use cases. 

One of the logical applications of AI is integration into established 
business models with repeatable, often tedious tasks that rely on 
large datasets. Traditional, rule-based software operates based 
on predefined instructions and is best suited for static, repeatable 
tasks. On the other hand, AI is able to simulate human-like 
reasoning to adapt and make context-aware decisions. Within 
real estate, where robust data has been captured for decades, AI 
capabilities are finally able to transform this disparate information 
into actionable insights. 
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• • Deal Pipeline Management:Deal Pipeline Management: AI can prioritize and filter deal 
opportunities based on predefined criteria, ensuring that  
deal teams focus on the most promising prospects. This 
capability can enhance the efficiency of the deal sourcing 
process and helps identify high-quality investment 
opportunities more quickly. 

• • Relative Value Analysis:Relative Value Analysis: AI-powered platforms can easily sort, 
organize and analyze the vast amount of information in the 
“data lake” so that deals can be compared on a relative value 
basis with the click of a button. Understanding relative value 
allows the deal team to make quick, informed decisions on 
which deals to advance to a detailed underwriting stage. 

• • Automated Reporting:Automated Reporting: AI-powered reporting tools can 
automatically generate detailed performance reports, 
consolidating data from various sources. This automation 
reduces the time and effort required for report preparation, 
allowing deal teams to focus on strategic analysis and 
decision-making.

• • Performance Monitoring:Performance Monitoring: AI tools can track and analyze key 
performance indicators (KPIs) across different assets. This 
centralized database creates efficiencies in reviewing portfolio 
wide metrics and allows for more regular and consistent  
asset reviews. 

• • Negotiation Efficiencies:Negotiation Efficiencies: AI can streamline the negotiation 
process by providing transparent scoring for commercial loan 
applications and other financial assessments. This transparency 
facilitates quicker decision-making and enhances efficiency.

One pipeline management solution is to create bespoke platforms 
powered by AI to manage investment opportunities and create 
institutional knowledge. Exhibit 2 shows example of this method 
in the pipeline management framework. 

At the institutional level, real estate is already an inherently human 
capital-efficient industry, with lean deal teams. As a result, rather 
than building a platform that focuses exclusively on cost or time 
savings, we’ve found it more useful to ask: What information do 
we use to make us better investors, and where can automated data 
aggregation help us in those decisions? 

As an example, Alpaca utilizes a macro-driven thematic 
investment process to identify two to four sectors of interest. We 
then focus only on those sectors and markets to generate deep 
focused deal flow. Therefore, the information we use to make 
decisions lies in relative value; which property, in the market and 
sector we like, has the best basis, positioning, and opportunity 
to outperform? Which transaction has structural alpha to set it 
apart from the rest? 

To create this relative value format, Alpaca Real Estate (Alpaca), 
evaluated dozens of technology applications and worked closely 
with Alpaca VC to select the right partners to build a bespoke 
solution. The output is a thoughtfully customized platform that 
best fits Alpaca’s investment approach and process.

What information do 
we use to make us better 
investors, and where can 
automated data aggregation 
help us in those decisions? 



17

AFIRE 2024

EXHIBIT 1: AI ENABLED PIPELINE MANAGEMENT

Source: Alpaca Real Estate
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Typically, pipeline data aggregation falls to the deal team. 
With mandates that are often time-sensitive, deal teams tend to  
deprioritize data input, resulting in unstable datasets that lack 
insights. Instead of hiring additional deal team staff to input data, 
Alpaca Real Estate worked extensively with Alpaca VC to identify 
processes and partners that enable creation of a clean data lake 
that can be easily queried by the deal team, thus enhancing their 
workflow. The human capital savings is roughly two or three 
analyst-level employees who would otherwise be solely dedicated 
to inputting up to a hundred transactions per month. 

As illustrated in Exhibit 1, this system automates data 
collection from various sources, cleaning, and organizing into 
a standardized data lake, which has traditionally been a time-
consuming task. Prior to this, in our experience, analysts would 
spend up to 1.5 hours manually inputting deal information into 
a static data pool and preparing analytic visualizations. Bespoke 
AI platforms can eliminate this manual task and automatically 
scrape more than two hundred data points per transaction, from 
offering memorandums and financial documents. Visualizing 
this data through consistent metrics and mapping in a clean 

interface streamlines the pipeline process, allowing for greatly 
improved efficiency in initial deal evaluation and data retrieval. 
The automated process integrates a greater number of deals 
into the data lake which allows the deal team to reallocate their 
time to analyzing trends from the amplified base of institutional 
knowledge. The deal team can use this foundation to understand 
the relative value of new opportunities with the click of a button. 

As an example of this platform in action, Alpaca identified 
townhome rental product in Dallas, Texas as one area of interest 
using macro thematic research. The deal team then sourced 
approximately 35 townhome investment opportunities in the 
market, all of which were uploaded to the screening platform. 
One opportunity was a clear outlier: a 7% yield on cost in a 
highly infill location boasting household income two times the 
metro average and walkable to a fantastic elementary school. 
When queried, the average yield in the comp set was 6.25%, 
indicating a 75BPS yield premium for the subject transaction. 
Alpaca keyed in on these details and ultimately closed the 
investment due to the clear relative value opportunity.
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PROPERTY SECTOR SPECIFIC IMPLEMENTATION

In-Asset AI tools are platforms designed to enhance property 
performance. Ideally, the impact of these platforms can be 
quantitatively measured by optimizing net operating income 
(NOI) through various means, such as dynamic pricing, predictive 
maintenance, and energy management. These solutions aim 
to increase revenue, reduce operating expenses, and improve 
asset value. Potential AI implementation is more obvious within 
operating intensive assets but has applications within less intensive 
assets as well.

EXHIBIT 2: AI ENABLED PIPELINE MANAGEMENT

Source: Alpaca Real Estate
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AI’s versatility allows it to be applied across 
various stages of the real estate value chain. Key 
applications on the In-Asset side include:

• • Customized MarketingCustomized Marketing: AI can access vast 
datasets to qualify prospective tenants or 
market specific property attributes that may 
appeal to an individual. This customized 
marketing can impact conversion ratios in 
hospitality and multifamily. 

• • SurveillanceSurveillance: AI enhances security by 
analyzing surveillance footage in real-time, 
identifying unusual activities, and alerting 
security personnel. This capability is 
particularly valuable in high-traffic areas or 
properties with complex security needs.

• • Energy ManagementEnergy Management: AI-powered energy 
management systems can monitor and control 
building systems, optimizing energy use 
and reducing costs. These systems can also 
integrate with renewable energy sources, 
such as solar panels, to further enhance 
sustainability.

• • Predictive MaintenancePredictive Maintenance: AI can predict 
equipment failures by analyzing data from 
sensors and other sources. This proactive 
maintenance approach minimizes downtime 
and reduces the cost of repairs, enhancing 
overall operational efficiency.

• • Tenant CommunicationTenant Communication: AI chatbots and 
virtual assistants can handle routine tenant 
inquiries, provide information about lease 
terms, and even assist with maintenance 
requests. 

The versatility of AI makes it applicable across 
a wide range of property types, each with its 
own unique challenges and opportunities. 
As AI technologies continue to evolve, their 
applications in real estate will expand, offering 
new opportunities for efficiency gains, cost 
savings, and improved management practices. 

Importantly, the more landlord control over 
the asset, the more levers there will be for 
tech adoption to improve asset performance. 
“Operating businesses” such as hospitality, 
multifamily, and single-family rental fall into 
this category. Net lease businesses on the other 
hand, such as office or industrial, have thus far 
seen relatively fewer platforms emerge. Below, 
we highlight a few examples per category with 
this distinction in mind. 

EXHIBIT 3: AI TOOLS AND IMPACT ON NOI

Source: Alpaca Real Estate
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EXAMPLES OF AI COMPANIES IN USE ACROSS SECTORS

Hospitality

As an operating-intensive asset class, the hospitality sector has 
embraced AI more than other asset class and still has the most 
potential to create efficiencies through AI adoption.2,3 The high-
touch and repetitive nature of hospitality creates opportunities 
for AI in areas like revenue management, guest services, and 
operational efficiency. 

 AI Use Case: Revenue management  

  DuettoDuetto is an example of an AI-powered revenue management 
system that uses real-time data to optimize room pricing based 
on factors like demand, competition, and market conditions. 
This dynamic pricing approach has been shown to increase 
revenue per available room (RevPAR) and overall profitability.4  
Our case studies with Duetto and other AI revenue management 
platforms exhibited up to a 20% RevPAR uplift. 

 AI Use Case: Guest experience

  RevinateRevinate elevates the guest experience through chatbots and 
virtual assistants that can handle routine inquiries, provide 
personalized recommendations, and streamline the check-in 
and check-out processes. While the ROI on an improved guest 
experience is difficult to precisely measure, it is an important 
factor in product differentiation. The increased guest interaction 
improves the guest experience without additional strain for the 
existing staff. 

Multifamily

The multifamily sector has similar elements of operating intensity 
that present opportunities for AI adoption to drive efficiencies. 
AI applications range from leasing and tenant management to 
maintenance and security. 

With the many services required to effectively operate a multifamily 
platform, there is a risk of service redundancy and the integration 
of AI solutions with existing property management systems. 

 AI Use Case: Downtime to lease vacancies

  ReffieReffie leverages AI to prioritize and automate lead generation 
and follow-up, potentially reducing the time it takes to fill 
vacancies. 

  The application focuses on the prioritization and categorization 
of leads. The model collects metadata on prospects to prioritize 
leads in the funnel, paired with an automation platform that 
allows leasing agents to design playbooks of how they handle 
leads. This not only improves occupancy rates but also 
enhances the overall tenant experience by providing timely and 
personalized communication (halving average availability from 
27 to 14 days, per company data).

 AI Use Case: Predictive maintenance

  DwellwellDwellwell is using AI-driven sensor technology to create more 
efficient maintenance systems. This technology can predict 
equipment failures and schedule preventive maintenance, which 
reduces downtime and repair costs. This proactive approach to 
maintenance not only saves money but also extends the lifespan 
of equipment.

Data Center

Data centers are critical infrastructure for the digital economy, and 
their role has become more pertinent with the increased demand 
for AI. This spike has led to increased energy consumption and 
operational complexity that requires real-time optimization of 
energy management and cooling systems. 

 AI Use Case: Energy optimization

  Phaidra’sPhaidra’s AI systems continuously learn and adapt to the 
operational dynamics of a central utility plant, leading to 
significant improvements in energy efficiency. By optimizing the 
use of equipment like chillers, boilers, and pumps, Phaidra can 
reduce energy consumption and lower operational costs. 

Office

The office sector is experiencing significant changes, driven by 
evolving work patterns and the increasing demand for flexible 
workspaces. AI tools can help optimize office space utilization, 
manage leases, and improve tenant satisfaction. 

As the office sector adapts to new work models, such as remote 
and hybrid work, AI will play a crucial role in helping property 
managers and tenants navigate these changes. The ability to 
quickly adjust office layouts and policies in response to changing 
needs will be essential for maintaining tenant satisfaction and 
competitiveness.

  AI Use Case: Office occupancy insights

  VergeSenseVergeSense provides tenants with comprehensive occupancy 
insights to determine the most efficient use of space, identify 
underutilized areas, and suggest reconfigurations to better meet 
tenant needs. This space use visualization can help landlords in 
difficult tenant downsizing discussions by clearly articulating 
utilization.  

  AI Use Case: Lease abstraction and facility management

  FYXT FYXT uses AI to digitize complex net leases, creating a 
streamlined workflow for commercial property operations. 
As a result, maintenance tracking, tenant communication, 
and facility management such as vendor payments can flow 
automatically from one platform. 

As AI technologies continue to evolve, 
their applications in real estate will 
expand, offering new opportunities 
for efficiency gains, cost savings, and 
improved management practices. 
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Industrial

As a less operating intensive business, industrial assets still benefit 
from AI applications relevant to business operations. AI enhances 
process automation, predictive maintenance, and operational 
efficiency which are often central to industrial and manufacturing 
businesses. 

 AI Use Case: Logistics management

  EnvioEnvio has created proprietary hardware, software and location 
technology to improve logistical management. AI solutions for 
tracking and shipping packages assists in inventory management 
at industrial properties.   

 AI Use Case: Cold storage management

  SonicuSonicu utilizes an AI-based monitoring system that eliminates 
manual logging and improves compliance readiness. For spec 
cold storage in particular, flexibility of temperature zones 
is important as each tenant can have different specs. AI can 
monitor and adjust temperature settings in real-time, ensuring 
that products are stored at the optimal temperature and reducing 
energy consumption. 

The power of AI to inform our 
decision—both at the property 
and asset management level—is 
undeniable. However, with the 
technology in its infancy, many 
firms are faced with questions 
around what tools to utilize, 
how to invest in the space, and 
what will impact their bottom 
line. 

We advise firms to start with the 
end in mind. Create near-term, 
achievable goals that can have 
clear KPIs and a monitored 
budget. Avoid cumbersome, 
historical datasets and attempts 
to create all-encompassing 
solutions. Instead, focus on 
incremental wins that will 
lead to firmwide adoption and 
tangible ROI. Allocate human 
personnel with clearly defined 
projects, which they can in turn 
translate into succinct contract 
scope of work language with 
third party vendors. 

As with any new technology 
there is no harm in sample 
testing. Query a vendor by 
utilizing a subset of an existing 
portfolio – get to know the 
output format, and how that 

can be translated by property 
or asset management staff into 
actionable decisions. 

AI has the potential to 
revolutionize the real 
estate industry by offering 
powerful tools for investment 
management, property 
management, and sector-
specific applications. AI’s 
ability to analyze vast datasets, 
automate complex processes, 
and provide predictive insights 
makes it an invaluable asset for 
real estate professionals. While 
challenges such as data privacy, 
accuracy, and implementation 
costs remain, the potential 
benefits of AI in enhancing 
efficiency, reducing costs, and 
improving decision-making are 
significant. As AI continues to 
advance, its impact on the real 
estate sector will only grow, 
creating new opportunities 
and challenges for industry 
stakeholders.
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NOTES

DISCLAIMER: Information presented is for informational purposes only and does not intend to 
make an offer or solicitation for the sale or purchase of any securities.  Nothing in this article should 
be interpreted to state or imply that past performance is an indication of future performance.  All 
investments involve risk and unless otherwise stated, are not guaranteed.  Be sure to consult with a 
tax professional before implementing any investment strategy.  Past performance is not indicative of 
future results. Certain information contained in this article constitutes “forward-looking statements,” 
which can be identified by the use of forward-looking terminology such as “may,” “will,” “should,” 
“expect,” “anticipate,” “project,” “estimate,” “intend,” “continue,” or “believe,” or the negatives 
thereof or other variations thereon or comparable terminology.  Readers are cautioned not to 
implement any investment strategy based on these forward-looking statements.  Nothing contained 
in this article may be relied upon as a guarantee, promise, assurance or a representation as to the 
future. Certain information contained herein has been supplied to Alpaca Real Estate Management 
LLC (“ARE”) by outside sources. While ARE believes such sources are reliable, it cannot guarantee 
the accuracy or completeness of any such information. ARE is an affiliate of Alpaca VC Investment 
Management LLC (the “Adviser”), an SEC registered investment adviser. More information about 
the Adviser can be found in the Adviser’s publicly available Form ADV Part 2A. No third-party firm 
or company names, brands or logos used in this article are the Adviser’s trademarks or registered 
trademarks, and they remain the property of their respective holders.  The inclusion of any third-
party firm and/or company names, brands and/or logos does not imply any affiliation with these firms 
or companies.  None of these firms or companies has endorsed the Adviser or the Adviser’s personnel.

AI’s ability to analyze vast datasets, 
automate complex processes, and provide 
predictive insights makes it an invaluable 
asset for real estate professionals.


