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Welcome to the first issue of The Navigator. All the 
contributors are lead-advisers to St Bride’s Managers... and 
hence ‘qualify’ as members of the St Bride’s ‘Navigator Club’. 

ROBERT HOUSTON 

ST. BRIDE’S MANAGERS
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Property Funds – Delivering what the investors want

The global financial crisis caused a dramatically reduced flow of institutional money into property funds. 
Confidence in the property markets has now returned but in the wake of Lehman’s, investors have had 
the opportunity of experiencing how their – generally highly leveraged – equity performed in unstable 
market conditions with values falling dramatically.

STEPHEN PYNE – PARTNER – ST BRIDE’S MANAGERS

• Remember why property investment is attractive. 
There are still big market uncertainties out there at the 
moment, be it inflation, Euro denominated refinancing 
or North African demands for political change. Property 
is a real asset, delivering a stable and relatively  
high income with a low correlation to other asset 
classes. It does not have to be wrapped in financial 
engineering to enhance its already attractive risk  
return characteristics.

• Transparency and reporting. Opaque complex structures 
are unattractive. Investors have a right to clearly 
understand how their money is being managed and 
how it is performing. There should be no surprises. First 
class reporting is a minimum requirement. We believe 
that the investor should have the opportunity to meet 
up with the manager and its advisors at least quarterly 
to understand all the issues, the progress being made 
and challenge the team. Ideally these meeting should 
allow them to view the properties owned and meet the 
tenants so investors can find out about life from their 
perspective. There is nothing like ‘kicking the tyres’  
to really understand how your money is performing.

• Take a long term view and produce clear strategies 
that are deliverable. Our London funds have a ten year 
life. They are geared towards growing the income 
distribution rather than just focusing on capital 
growth. We believe this is a realistic approach in 
today’s environment. We are targeting funds sizes of 
£250 million which may take 2 years to fully invest. 
Investment of equity will take place in smaller tranches 
allowing investors the opportunity of reviewing market 
conditions prior to investing in each tranche. A good 
strategy today may not be appropriate for market 
conditions in 24 months time. So why sign up for  
24 months?

• Alignment of interest. Well structured fees and co-
investment encourages the appropriate behaviour 
by the manager. Co-investment by the manager is 
nowadays considered a prerequisite. Fees should be 
based on the delivery of the fund strategy. In the case 
of our funds which deliver income distribution the fees 
are based on income rather than the more traditional 
NAV or capital value. A carried interest is good but  
only if it reflects long term performance and is paid  
on crystallised performance targets.

Introduction
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Regulation to achieve what??

The Alternative Investment Industry (Property, Private Equity and Hedge Fund managers) have not made 
best friends of the politicians in recent years. 

DAVID BAILEY – MANAGING PARTNER – AUGENTIUS FUND ADMINISTRATION

There are many other parts of the Directive that 
will have a negative effect upon the industry both 
in terms of its efficiency and costs. 

A positive view for London

Demand from financial services companies is the mainstay of the Central London office market with 
leasing activity closely aligned to activity in financial markets and the fortunes of companies that 
operate in these markets. 

PETER DANDY – SENIOR SURVEYOR – CB RICHARD ELLIS

CBRE predict moderate financial and business 
services employment growth between 2010-2015 
as greater regulation becomes a reality. However, 
two other structural factors are expected to inject 
significant impetus to office demand in Central 
London: forthcoming lease breaks and expiries, 
and greater merger and acquisition activity. 

CENTRAL LONDON RENTAL FORECAST – ANNUALISED GROWTH 2011–15
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Riding the wave of regulation

A wave of regulation is fast approaching. With rip tides disappearing quickly we’ll have to find a way  
to ride it to shore. Regulation is rising to the top of the agenda for many in the real estate industry and 
one cannot help wonder whether real estate is suffering the collateral damage of regulation focused  
on a broader global financial system. 

CRAIG HUGHES – PARTNER – ERNST & YOUNG

Recent regulatory  
developments include: 

• signing into law of the Dodd-Frank Act in the US;

• the adoption of the Alternative Investment Fund 
Manager’s Directive (AIFMD) by the European Parliament;

• the development of Solvency II and Basel III;

• discussion and debate of the European Markets 
Infrastructure Regulation (EMIR); and

• the Bribery Act.

Outlook for 2011 – 
Central London offices 

2011 will continue in the same vein  
as 2010 with strong demand for Central  
London office investment. 

KEN EDWARDS – PARTNER – MORGAN CAPITAL PARTNERS

Now is the time to assess the impact of 
regulation on your business, decide on a 
strategy to move forward and implement  
that strategy. This wave isn’t going to break 
soon so let’s get the balance right and ride  
it to the shore.

WHAT DO WE PREDICT? 

Should investors continue to buy  
in Central London...Yes!
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2011: Is this the year the tide turns?

This could be the year that insurers refuse to cover properties considered to be at too much risk of 
flooding and the year when the value of those properties sinks like a stone. The Environment Agency 
estimates that property with a value of £200 billion is at risk of flooding – from rivers, from the sea,  
and from rainfall which is just too heavy for the ground to soak up or for sewers to drain away.

CHARLES WOOLLAM – PARTNER – SIAM

This, too, will have an impact on property 
investment values as tenants take the earliest 
opportunity to relocate to higher ground or 
discount rents in comparison to safer premises. 

FIGURE 1: CAPITAL INVESTED IN DESIGNATED FLOOD ZONES (SIAM 2011)

Flood Zone 3(A) Flood Zone 2 Flood Zone 1 (No risk)

What do investors want now?

Post credit crunch and major changes in the real estate market, many investors seem to have 
adjusted their return expectations. However, they are now looking far more closely at the nature 
of the arrangements they have with fund managers. 

BRIDGET BARKER – PARTNER – MACFARLANES LLP

Fees are being scrutinised far more closely. 
Although, in the majority of cases, promotes  
seem to remain at the 20% level, management 
fees are under particular pressure and often 
detailed budgets are being requested by 
prospective investors. 
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London, are we there yet?

Following the turmoil caused by the global economic crisis, we have seen both domestic and 
international real estate investors increasing their focus on London compared with other regions  
of the UK.

MIKE HARRIS – CEO – OXYGEN ASSET MANAGEMENT

For domestic investors however the increased 
attention on London, which appears on the 
surface to have been driven by property 
fundamentals, is perhaps more interesting.

I have a passion for good Technical Due Diligence...

Does that sound weird? I hope not! ‘Technical Due Diligence’ (TDD) is the process of research, 
inspection, analysis and discovery in which a prospective purchaser, occupier or financier gathers 
information about the physical characteristics of a property.

DAVID MANN – PARTNER – TUFFIN FERRABY TAYLOR LLP

It is this which is the solid foundation on which to 
invest wisely and protect your assets now and in 
the future; and why I get excited by it!
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Scrum down for a tough but rewarding year

As we emerge from the winter snow storms, we at Trident are looking forward to the next year from 
both a business and also a sporting perspective. The Rugby World Cup will be taking place later this 
summer and there is also an increase in activity in the property industry. 

TREVOR DOWD – MANAGING PARTNER – TRIDENT BUILDING CONSULTANCY

We at Trident have noticed a pick up in activity in 
the property industry. There has been an increase 
in the number of pre-acquisition surveys and also 
a good level of new instructions for repair and 
maintenance, refurbishment and dilapidations. 

Property management – No longer the ugly duckling?

For several years property management has been misunderstood, undervalued or forgotten by many. 
Over the last three years the sector has come much more into focus due to the continued increase in 
statutory obligations, the effects of the credit crunch and resultant recession and developments in IT.

NIGEL MAPP – CEO – M J MAPP

SUSTAINABILITY

UTILITIES 

The challenge for property managers in 2011 
is to negotiate reasonable terms on deposits, 
whilst trying to manage price rises way ahead of 
inflation and move, wherever possible, to a more 
sustainable product.
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A proper look at your risk

The only issue with buying an insurance policy is that you never know if you have the right product until 
it is too late and at which point, the problem could be significant... possibly rendering you without an 
asset or a business in an extreme situation.

JULIAN MUNGO – MANAGING DIRECTOR – AQUILLA INSURANCE BROKERS LTD

• wanted, but struggled to speak to someone who could 
identify exactly what you needed and then helped you to 
buy the correct products?

• received an answer which seemed perfectly sensible at 
the time, only to get home and find out that the product 
you bought on the back of that advice wasn’t correct? 

• been given the right advice.

• been made aware of key elements of the policy and in 
particular “what is not covered”. 

• been made aware of their responsibilities required by 
the policy.

• listened properly!

In turn, people will start to change the way they 
think about insurance company’s attitudes to 
paying claims. 

Grade A office refurbishment: Maintaining a façade?

2011 will see a low volume of newly completed office space coming to the market in Central London, 
and especially so in the small to medium sized developments. Probably a good thing, as this is matched 
by low demand in the occupier market. 

RICHARD BENNETT – CEO – SHOR ASSOCIATES LIMITED

To explain what a high B means, just look at 
what an A involves. In brief, an A is probably 
unattainable without on-site renewable energy 
sources and natural ventilation. So we can forget 
about EPC A in our prime office locations.
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St Bride’s Managers

Contact Details

Robert Houston St Bride’s Managers LLP Stephen Pyne

Aquilla | Insurance Brokers
Julian Mungo

Augentius | Fund Administrators
David Bailey

CB Richard Ellis | External Valuers
Peter Dandy

Ernst & Young | Auditors and Tax Advisors
Craig Hughes

Macfarlanes | Lawyers
Bridget Barker

MJ Mapp | Property Managers
Nigel Mapp

Morgan Capital Partners | Asset Managers
Ken Edwards

Oxygen Asset Management | Asset Managers 
Mike Harris

SHOR Associates | Building Adviser
Richard Bennett

SIAM | Sustainability Advisors
Charles Woollam

Trident | Building Consultants
Trevor Dowd

Tuffin Ferraby Taylor | Building Consultants
David Mann


