
6/11/2014 

1 

 
 

Investment Seminar 11 June 2014 

St Bride’s Managers 

 

Interesting Times 

 

PARTY POOPER 

TEN SYSTEMIC DANGERS 

Seminar  

2013 

Seminar  

2014 

Public 

Debt 

Government  

Spending 

Population 

Net  

contribution 
to Europe 

Personal 

Debt 

Housing  

Shortage pa 

Energy  

Capacity 
£1,104 bn £1,268 bn 

£694 bn £719 bn 

63.1 m 63.9 m 

£1.42 bn £1.43 bn 

£8.47 bn £8.62 bn 

15% 2-4%  
by 2015 

>100,000 >100,000 

Seminar  

2013 

Seminar  

2014 

Unemployment 

Outstanding  

Property  
Debt 

Accuracy of  

valuations 

7.8% 6.8%  

£198 bn £176 bn 

UK? 

Europe? 
Europe?  

NEW YEAR 2014 PREDICTIONS 

Other Predictions. Investment Volume, Overseas Investors, Regional 

Activity, Secondary Property, Retail Vacancies, Rental Growth, Speculative 

Development, Overseas Resi-Appetite, Institutions-Residential 

Grand Slam GDP Below 2.4% Gilts at 3.5% 

No Vote FTSE Fall World Cup  

Disappointment  
? ? ? 

DENIALISM 

Definition: 

 

“When an entire segment of society, often struggling with the trauma 

of change, turns away from reality in favour of a more comfortable 
lie”  Michael Specter 

INTERESTING TIMES 

− UK - Still Value for Money? Ian Houston 
 

− Should UK Property  

     investors be more  

     adventurous? Yes... Dominic Hammond 

   Yes... Richard Saunders 

   Yes... Angel Rodriguez 
 

− Is the Financial Crisis over? Professor John Kay 

 

− Is the recovery an illusion? Peter Wardell  
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► EG Funds Management 

joins St Bride’s Alliance 

 
Global Alliance June 2014 

Assets under Management    

Assets under Advice               

Total                 

 

£1.25 bn 

£1.06 bn 

£2.31 bn 

               

ST BRIDE’S ADVENTURES 

► EG Funds Management 

joins St Bride’s Alliance 

► SBM US buys in San 

Francisco for UK 

Endowment  

55 Grant Avenue 

San Francisco 

ST BRIDE’S ADVENTURES 

► EG Funds Management 

joins St Bride’s Alliance 

► SBM US buys in San 

Francisco for UK 

Endowment  

► SBM Spain sets up St 

Bride’s Retail Recovery 

Partnership with US 

Opportunity Fund 

ST BRIDE’S ADVENTURES 

► EG Funds Management 

joins St Bride’s Alliance 

► SBM US buys in San 

Francisco for UK 

Endowment  

► SBM Spain sets up St 

Bride’s Retail Recovery 

Partnership with US 

Opportunity Fund 

► Debt / securities:-  

 SB World Cities RES Club 

 IGRE (Global Securities) 

 UBS Participating Mortgages 

 NewCo RMBS 

ST BRIDE’S ADVENTURES 

 
 

Ian Houston 

St Bride’s Managers 

 

Is there still value in the UK 

property market? 

 

Since last June’s Seminar: 

 

► A noticeable change in 

the mood of investors 

 

► “Cautious optimism” 

replaced by “optimism” 

 

► Is this 2005 / 2006 all 

over again? 

THE FEEL-GOOD FACTOR IS BACK 

► What has fundamentally changed to justify this shift in 

mood? 

http://sweetclipart.com/multisite/sweetclipart/files/kangaroo.png
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&docid=xaVCcIyTY7Fp9M&tbnid=1oQKGfhzYdREOM:&ved=0CAUQjRw&url=http://kscripts.com/stock-market/common-methods-of-trading-in-the-stock-market.html&ei=NXSQU7bqGaWR7AaklYCYCg&bvm=bv.68235269,d.ZGU&psig=AFQjCNF3GU0oLDduKsLQDDI7IGV3eK-lLg&ust=1402062219045249
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► Britain's economic prospects are the brightest for over a decade 

► ‘Pay rises, promotions and bonuses’ as confidence improves 

► Risks remain but the recovery appears to ‘have legs’ 

 

THE UK ECONOMY IS BOUNCING BACK 

0.00%

1.00%

2.00%

3.00%

4.00%

5.00%

6.00%

7.00%

8.00%

9.00%

10.00%

Source: ONS 

GDP (q/q) 

House Prices (y/y) 

Inflation (CPI) 

Unemployment Rate 

► Positivity has started to filter through to the occupational market 

► There is evidence of improved take-up and rental growth and 

not just in Central London Offices 

RENTAL GROWTH RECOVERY 

-1

-0.5

0

0.5

1

1.5

2

2.5

3

3.5

Retail Central London Offices Regional Offices Industrial

% Average Quarterly Rental Growth 

Feb-13 May-13 Aug-13 Nov-13 Feb-14Source: GVA, IPD 

IPF Consensus Forecast 

2014-2018 

► A restrained development cycle has helped to limit over-supply 

► Under-supply exists in London and is returning to some UK 

regional cities 

SUPPLY / DEMAND BALANCE IS IMPROVING 

 -

 100,000

 200,000

 300,000

 400,000

 500,000

 600,000

 700,000

 800,000

2010 2011 2012 2013 2014

Leeds CBD Grade A Offices - Demand/Supply Balance 

0 
Source: GVA 

Average Annual 

Grade A take-up 

Sq ft 

► The total value of outstanding debt continues to reduce 

► Lending volumes have increased and loan books have improved 

► A broader base of lenders now exists offering greater choice 

UK PROPERTY DEBT 

0

5
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35

40

45

Less than 50% 51-70 71-85 86-100 101+

% Current LTV Ratio by Proportion of Outstanding Debt 

2012 2013

Source: De Montford University 

► Investment volumes increased by 50% in 2013 

► London still remains the UK’s investment ‘epicentre’ although regional 

investment volumes have doubled over the last 12 months 

► UK institutions and private investors have returned en masse 

 

INVESTMENT VOLUMES 

0

1,000

2,000

3,000

4,000

5,000

£m Quarterly Regional Investment Volumes 

Q1 2013 Q1 2014

Source: LSH 

► Downward yield pressures are at their strongest since 2009 

► Capital values have grown by nearly 10% over the last year 

IMPACT ON PRICING 

Source: CBRE 
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► “Investors are largely all dressed up with nowhere to go” 

► New inflows of money into property continue to increase 

 

Is there still value in the UK property market? 

 

 

 

 

THE GREAT WALL OF MONEY PROPERTY INVESTMENT UNIVERSE 

► Value is in the eye of the beholder 

► Overseas investors remain important to the vibrancy of the 

market – especially in London 

Investor Type Mid 2003 

£bn 

Mid 2013 

£bn 

Mid 2013 

Share 

UK Insurance Cos, Pension Funds, 

Charities and Landed Estates 
£98 £87 24% 

UK Collective Investment Schemes £29 £59 16% 

UK REITS and Listed Prop Cos £42 £52 14% 

UK Private Prop Cos  £50 £50 14% 

UK Private Investors  £8 £10 3% 

UK Others  £15 £18 5% 

Overseas  £42 £88 24% 

Total £284 £364 100% 

Source: IPF 

‘THE VALUED, THE SCARED AND THE EGOS’ 

► Overseas investors do not look at pricing in the same context as a 

domestic investor 

► ‘Intangibles’ exist that no valuation methodology can capture 

► London (and the UK) will continue to attract overseas investors 

► UK institutions need a return of 6-7% pa to meet liabilities 

► The UK LGPS aggregate pension fund deficit is currently £45bn 

► Property should play a more significant part in rectifying this 

shortfall 
 

UK INSTITUTIONS REQUIRE CASH FLOW 

Asset Type Income Returns        

% pa 

Difference to 

Property 

All Property (IPD) 5.90 - 

FTSE 100  3.50 2.40 

Bonds (10 year) 2.72 3.18 

Inflation (CPI) 1.80 4.10 

SWAP Rate (5 year) 1.74 4.16 

Base Rate 0.50 5.40 

Source: FT, IPD, ONS 

Regions 

THREE PHASES OF PRICING 

 
Phase 1 

High Yields  
+  

No prospect of 
Rental Growth 

 

 

Phase 2 

Medium Yields 
+ 

Prospect of Rental 
Growth in 2/3 

years 
+ 

‘Engineered’ 
Growth 

Phase 3 

Low Yields 
+ 

Actual / Imminent 
Rental Growth 

 

 

2009-10 
 
 

2011-12 

2013-15 

2016-18 

Regions 

Regions 

London 

London Regions 

Regions 

Regions 

London 

► Use this period of remission to sell the ‘old dogs’ 

► Time to re-invest in assets / locations with the strongest 

fundamentals and growth prospects 

 

 

 

TIME FOR THE PORTFOLIO OF THE FUTURE 
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THE NEW BREED 

 

► London will continue 

to offer long-term 

performance 

 

► A focused regional 

town / city approach 

is required  

 

► Increased allocations 

to alternative forms of 

real estate  

 

 

 

St Bride’s Top 30  

Edinburgh 

Cardiff 

Wokingham 

Reigate 

St Albans 

Windsor 

Warwick 

Cambridge 

Macclesfield 

Leeds 

Manchester  

Aberdeen 

Guildford 

Oxford 

Norwich 

Bristol 

Bracknell 

Chelmsford 

Glasgow 

Warrington 

 

Exeter 

Milton Keynes 

Sheffield 

York 

Basingstoke 

Brighton & Hove 

Wycombe 

Derby 

Reading 

Solihull 

THE NEW BREED 

Alternative Assets 

CONCLUSIONS 

 

 

► The recovery is across 

most of the UK market 

 

► The outlook appears 

favourable with rental 

growth now projected 

 

► Value is in the eye of the 

beholder 

 

► A genuine window of 

opportunity exists to 

remodel property 

portfolios 

 

 

ACTION STATIONS 

The current ‘remission’ in the 

UK property market creates an 

amazing opportunity for 

institutional investors to do 
something brilliant: 

 

► Re-evaluate and radically 

re-structure their portfolios 

 

► This will require an immense 

degree of nerve and 

determination, but…  

 

► … view it as an Adventure 

10 year Recovery Period 

(November 2007-17) 

 
 

Dominic Hammond 

St Bride’s Managers 

 

Adventuring Overseas and  

into Securities 

 

► The shape of the world 

 

► The World Cities Index v.2 

 

► Real Estate Securities 

 

INTRODUCTION 

http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&docid=epuHVp1b8T-QqM&tbnid=UC0RlRbbqQX_ZM:&ved=0CAUQjRw&url=http://www.nursing.vanderbilt.edu/dnp/acnp_fellowship.html&ei=sdKRU4rPOqKS7Aa6t4GABA&bvm=bv.68445247,d.ZGU&psig=AFQjCNGiQBlfRVchfFQd0IKK-hgGqq1YSQ&ust=1402151982962137
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► The shape of the world 

 

► The World Cities Index v.2 

 

► Real Estate Securities 

 

INTRODUCTION 

► China slow-down is 

good! 

 

► EM volatility a product of 

long term positives 

 

► Australia a one trick 

pony? 

 

ASIA PACIFIC 

► Balancing Act: as China continues to consume more and 

Australia diversifies 

► China slow-down is 
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► EM volatility a product of 

long term positives 
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ASIA PACIFIC 

► Balancing Act: as China continues to consume more and 

Australia diversifies 
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► China slow-down is 

good! 
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long term positives 
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pony? 

 

ASIA PACIFIC 

► Balancing Act: as China continues to consume more and 

Australia diversifies 

► China slow-down is 

good! 

 

► EM volatility a product of 

long term positives 

 

► Australia a one trick 

pony? 

 

ASIA PACIFIC 

► Balancing Act: as China continues to consume more and 

Australia diversifies 
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► Three cheers for the UK 

 

► Politics > Economics 

 

► “We’re not finished yet” 

 

EUROPE 

► A bit of inflation never hurt anyone: it will decrease the periphery 

debt burden and boost exports from a weaker Euro 
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► Three cheers for the UK 

 

► Politics > Economics 

 

► “We’re not finished yet” 

 

EUROPE 

► A bit of inflation never hurt anyone: it will decrease the periphery 

debt burden and boost exports from a weaker Euro 
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4
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Eurozone Inflation – Not responding! 

Central Bank Rate

EU inflation Rate

EU inflation Target

Source: Thompson Reuters 

► Don’t bet against the Fed 

 

► Bigger and bigger Data 

 

► Inequality dragging on 

growth 

 

NORTH AMERICA 

► Inequality is breeding disincentives to consume 

► Don’t bet against the Fed 

 

► Bigger and bigger Data 

 

► Inequality dragging on 

growth 

 

NORTH AMERICA 

► Inequality is breeding disincentives to consume 

0.24 

0.24 
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Income inequality and redistribution 

Difference Gini of income before taxes and tranfers Gini of income after taxes and transfers

► Accelerating urbanisation 

 

► Intra-national diversity 

 

► Investable real estate 

 

WORLD CITIES – WHY? 

WORLD CITIES – METHODOLOGY 

► 7 Weighted Themes 

The World Bank Dataset 

Economist Intelligence Unit 

The Heritage Foundation 

Mercer 

Brookings Institute 

Siemens Green Cities Index 

World Economic Forum 

Jones Lang LaSalle 

AT Kearney 

PwC 

Constitution 

17% 

Business 

16% 

Economy 

15% 

Property 

16% 

Access 

12% 

Knowledge 

14% 

Living 

10% 

► 28 independent sources 

WORLD CITIES – UPDATED RESULTS 

Source: St Bride’s Managers (underlying source data in the public 

domain and available on request),  

► London - maintains its 

position at the top 

 

► Vancouver - tech 

growth and low risk 

environment 

 

► New York – overtakes 

APAC gateways 

 

 

Rank City Score (rebased to London) 

1 London 100 

2 New York 99.4 

3 Singapore 89.4 

4 Tokyo 88.2 

5 Paris 85.1 

6 Hong Kong 85.1 

7 Chicago 79.5 

8 Los Angeles 79.3 

9 San Francisco 78.6 

10 Sydney 78.0 

11 Toronto 76.7 

12 Boston 76.0 

13 Washington D.C. 75.1 

14 Geneva 74.9 

15 Amsterdam 74.6 

16 Vancouver 73.6 

17 Seoul 72.9 

18 Melbourne 72.8 

19 Stockholm 72.6 

20 Munich 72.5 

http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&docid=x4I0xfqP4jDq-M&tbnid=8rdxe9Co41KxNM:&ved=0CAUQjRw&url=http://www.ips-dc.org/articles/marching_toward_greater_inequality&ei=-TCXU7LZDI7y7Abu3IGoCg&bvm=bv.68445247,d.ZWU&psig=AFQjCNFaU0RdxHqXDm5v9IT-6OmKBq8GFw&ust=1402503789004892
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&docid=x4I0xfqP4jDq-M&tbnid=8rdxe9Co41KxNM:&ved=0CAUQjRw&url=http://www.ips-dc.org/articles/marching_toward_greater_inequality&ei=-TCXU7LZDI7y7Abu3IGoCg&bvm=bv.68445247,d.ZWU&psig=AFQjCNFaU0RdxHqXDm5v9IT-6OmKBq8GFw&ust=1402503789004892
http://www.mckinsey.com/tools/Wrappers/Wrapper.aspx?sid={8EBEED9A-894E-48B1-9C55-6BE8BF9B95E1}&pid={79100D8B-3884-4BFB-A048-E7A33C9525C9}
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SECURITIES – WHY? 

► Strong historic returns 

 

► High income 

component of returns 

 

► Liquidity, transparency 

and diversification 

 

SECURITIES – ARE THEY REAL ESTATE? 

Source: IPD, NCREIF, S&P, CBRE Clarion 

► Research consistently shows securities to be a good proxy for 

direct real estate investment 
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for direct market lagged by 4 quarters (1993-2011) 

SECURITIES – WORLD CITIES 

Source: St Bride’s Managers, Bloomberg, public reporting by constituents 

► It is possible to build a portfolio of stock diversified by asset class 

and primarily exposed to World Cities 

Office 
38% 

Retail 
28% 

Industrial 
15% 

Residential 
14% 

Other 
5% 

World Cities 
78% 

Non-World 
Cities 
22% 

Underlying Portfolio in World Cities Underlying Portfolio by Asset Class 

SECURITIES – WORLD CITIES 

Source: St Bride’s Managers, Bloomberg 

► Over 3 years the portfolio has outperformed the market with 

lower volatility 
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St Bride's World Cities Club
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SECURITIES – WHY? 

► Use all the investment tools at your disposal 

► Use the liquidity to 

manage your portfolio 

 

► Gain access to 

strategic markets 

 

► REIT market is growing 

broader and more 

specialised 

 

 

► Be adventurous - expand 

your horizons overseas 

 

► Stay focused on cities 

 

► Use the whole tool box – 

that includes Securities 

CONCLUSIONS 
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Richard Saunders 

St Bride’s Managers 

 

Adventuring to the US 

for the Long Term 

 

 

 

THE CASE FOR US LONG TERM 

 
St Bride’s World Cities Rankings 
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New York 2 13= 1 4 2 5 3 22 

Chicago 7 13= 6 24 11 14 6 19 

Los Angeles 8 13= 14 9 9 19 7 31 

San Francisco  9 13= 15 18 8 32 1 9 

Boston 12 13= 11 21 19 33 2 8 

Washington 

DC 
13 13= 8 26 12 16 24 18 

► 6 out of St Bride’s top 20 World Cities are in the US 
 

► World’s largest economy at GDP $17 trillion (20%)  
 

► A huge real estate market accessed directly or through funds, REITS, 

debt or credit 

 

 

► Think long term! 

 

BEWARE SHORT-TERM US PREDICTIONS 

Outlook  Beginning of the Year Now  

Unemployment QE Tapering Will not trigger wage growth 

GDP Growth 2.5% for year Down 1% in Q1 

Retail Sales It’s not gloomy – about 5% 
Consumers catching their 

breath 

New Home Sales 
Positive Trends; Rising House 

Prices 
Slow recovery 

Interest Rates Rising Fed keep low 

Inflation 1.80% 1.10% 

 

 

► Very few 

WHO MADE MONEY IN THIS RECESSION? 

 

 

► Population growth and demographic change drive real 

estate needs 

US DEMOGRAPHICS 

Generation  Ages Current 

Size 

% 

WW II and Swing 

Generation  

65+ 40m 13% 

Baby Boom 46-64 76m 25% 

Baby Bust 32-45 57m 18% 

Baby Echo 14-31 82m 27% 

Millennials  0-13 54m 17% 

Total All 309m 100% 

Source: National Centre for Health Statistics; US Census Bureau 
 

 

► The Baby Echo want a 

‘hip’, entertainment-driven, 

urban living environment  

 
► Higher transportation costs 

and green-awareness are 

influencing location 

decisions  

 

► ‘Community’ is the 

prevailing theme 

 

THE BABY ECHO 

22 

37 

64% 
25-34 yrs 

= most represented  

age group 

Median age = 

= College students looked  

for a job after choosing  

their preferred city 
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► In-town living in mixed-aged environments will be an important lifestyle 

choice 
 

► Demand for senior housing will increase including independent 

assisted living and skilled care facilities 
 

► High quality medical care will become an increasing priority 

 

AGEING BABY BOOMERS 

47.7 

65.1 

77.3 
81.3 
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Source: American Healthcare Investors, 2011  

 

► The last decade has 

set a new record for 

growth of renter 

households 

 

► Delays in marriage and 

child-bearing plus 

savings constraints 

have postponed home-

ownership 

 

► Echo Boomers and 

immigration growth will 

further spur demand 

 

 

RENTER HOUSEHOLD GROWTH 
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Source: JCHS tabulations of US Census Bureau, Decennial Consensus 

Net Change in Households 
(Millions) 

 

 

► Today 1 in 20 US cities has more people 65+ than 

children.  By 2025 it will be 1 in 3 cities 

US URBAN AREAS MATTER 

 

 

► Follow the 

demographics and 

technology changes 

 

► City, City, City, is all 

the retailers want! 

 

► E-tailing and Re-tailing 

are influencing 

shoppers’ journey-

habits 

RETAIL 

 

 

 

 

► Floor plates are up from 

25,000 sq ft before the 

recession to 60,000 sq ft 

 

► Individual space has 

fallen from 350 sq ft to 

165 sq ft 

 

► Staff have a 9 out of 10 

chance of bumping into a 

colleague  

 

► Attractive aesthetic / 

building features are “in” 

THE WORKPLACE 

 

2009-10 

2011-12 

2013-15 

2016-18 

THREE PHASES OF PRICING 

 
Phase 1 

High Yields  
+  

No prospect of 
Rental Growth 

 

 

Phase 2 

Medium Yields 
+ 

Prospect of Rental 
Growth in 2/3 

years 
+ 

‘Engineered’ 
Growth 

Phase 3 

Low Yields 
+ 

Actual / Imminent 
Rental Growth 

 

 

US Gateways 

US Gateways 

US Gateways 

US Gateways US Gateways 

http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&docid=NUwDH_7L07IaKM&tbnid=_tNj7e6fwZSzNM:&ved=0CAUQjRw&url=http://redroom.com/member/jane-velez-mitchell/blog/the-5-most-serious-addictions-in-the-united-states-according-to-sobe&ei=6YOVU8f-B8O2O7qugYAB&bvm=bv.68445247,d.ZWU&psig=AFQjCNGt0kCeIT5eGnJN8JVfC7_8ZP_GZQ&ust=1402393942048912
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&docid=3W0qf-5_nDuEVM&tbnid=yW4J_8hMH6cWeM:&ved=0CAUQjRw&url=http://www.interiordesign-world.com/other/imaginative-spaceship-themed-office-with-a-touch-of-sustainability/&ei=fIWVU9aQDNDX7AbizoDQDg&psig=AFQjCNELZD_hhwhWJpF2AFkxdDG_rRXQJA&ust=1402394293517049
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TOTAL RETURNS 

 

Total Returns % to Dec 13 

1 yrs 3 yrs 5 yrs 10 yrs 

US 11.4 12.2 6.0 8.4 

UK 10.7 7.3 8.0 6.3 

Pan Europe 1.5 1.7 -1.5 N/A 

► If you needed any further persuasion... US real estate has 

consistently produced good returns 

 

 

Source: IPD 

 

 

WELCOME TO THE US 

 

► No need to rush. You’re welcome anytime 

 

 

 
 

Angel Rodriguez 

St Bride’s Managers 

 

Adventuring to Spain for 

Recovery 

 

Created by: 

 

► Fear of break-up of the 

Euro 

 

► Severe Economic Crisis 

in the periphery  (PIGS) 

 

► Real Estate Bubble 

Bursting (Spain) 

 

NEGATIVE SENTIMENT 

GRAPH / PICTURE 

► Euro is still here and 

confidence is gaining 

 

► Investors are willing to 

take more risk 

 

► Recovering markets are 

becoming attractive… 

but every country is 

different 

 

 

 

EUROPEAN INVESTOR SENTIMENT 

GRAPH / PICTURE 

SPAIN 

► What has happened in Spain? 

http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&docid=qn8skzoJbuDTBM&tbnid=GXAt-iNTohK0yM:&ved=0CAUQjRw&url=http://www.bcloftexas.org/news/events/realizing-the-american-dream-homebuyer-education-9-06-2014&ei=qIiVU7XQM-uu7Aa5nYHABQ&bvm=bv.68445247,d.ZWU&psig=AFQjCNF1aHJsE3Nsqm7Qj4nRpsimiVtmVg&ust=1402395170610378
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&docid=c_ODQsRI16HiWM&tbnid=9DqxuMgA9H54_M:&ved=0CAUQjRw&url=http://www.dreamstime.com/stock-photography-barcelona-label-sagrada-familia-isolated-white-background-travel-spain-hand-drawing-landmark-illustration-image36135402&ei=Q7GVU5OeDorE7Abo7ICYAQ&bvm=bv.68445247,d.ZWU&psig=AFQjCNEgmiOKWNTy_PobOL-SHJ5gHWFtzA&ust=1402405563125353
http://www.google.co.uk/url?sa=i&source=images&cd=&cad=rja&uact=8&docid=Ny0N3ZvXC_ur3M&tbnid=3MhMcbdSlGyyhM&ved=0CAgQjRw&url=http://www.clipart.dk.co.uk/700/subject/Geography/Spanish_flag&ei=uK2VU-HlC8OxOfXagLAB&psig=AFQjCNFy3v0binviojmtRzXDoFJ5FA8qlg&ust=1402404664354648
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SPAIN’S RECOVERY 

Source: Economic Tradings 

► There is improvement in most areas although 

Government debt is still rising 

Spain Macro-economics 

2013 2014 

GDP  -1.9% 0.5% 

Unemployment  27.16% 25.9% 

Deficit -7.1% -5.6% 

Debt 93.9% 100.2% 

Ten year bonds 5.2% 2.8% 

► Strong  Economic 

Growth, Easy Finance 

and Real Estate Boom 

 

► More demand than supply 

 

► There was a buyer for 

everything 

 

► It was a barren time for 

the opportunity funds 

SPAIN’S CYCLE 2003 – 2007 

GRAPH / PICTURE 

► Global Financial Crisis, 

no access to financing 

and a (near) total loss of 

confidence 

 

► International investors 

left… if they could! 

 

► Property prices collapsed 

 

SPAIN’S CYCLE 2007 - 2013 

 

 

► Early signs of recovery in 

the economy 

 

► SAREB (Spain’s 

equivalent of NAMA) set 

up 

 

► Entry of opportunity funds 

into the market 

 

 

 

SPAIN’S NEW CYCLE: 2013 

 

NEW CYCLE 

2007 

2013 2014 

NEW CYCLE 

► There has been a noticeable pick-up in investment volume over 

the past year 

 

► Lack of financing means that many owners are still looking for 

liquidity and will need to sell 

 SPAIN: INVESTMENT VOLUME 

 -
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2009 

€ million 

SPAIN: PARTICIPANTS 

Source: IPD, TINSA 

66% 

33% 

27% 42% 

76% 

54% 

19% 

20% 

4% 

4% 

44% 

37% 

12% 

5% 

2% 

0% 50% 100%

Opportunistics Funds

Core Funds

Family Offices

Listed

Insurances

2014 2013

 

► Core funds are making a come-back, but the opportunity  

funds are still the most active 
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SPAIN: DEAL ACTIVITY 

33% 

27% 
42% 

76% 

Source: SAREB 

Spain  

Seller Buyer M€ 

SAREB/ FCC  Banesto  Pontegadea 444 

SAREB Walls Portfolio Deutsche Bank 100 

SAREB Klaus  Portfolio Hayfin Capital Management 90 

      

BANCO POPULAR - Aliseda Platform Värde Partners / Kennedy Wilson  800 

BANCO SANTANDER - Altamira Platform  Apollo 700 

LA CAIXA Servihabitat  TPG 189 

BANESTO-  Aktua Platform  Centerbridge 100 

BANKIA Bankiahabitat Platform  Cerberus 40-90 

CAJA MURCIA, GRANADA  & SA NOSTRA  -BMN Platform  Centrebridge / Aktua 50 

CAIXA CATALUNYA - CX Inmobiliaria Platform  Blackstone / Magic RE 40 

Operation on going   M€ 

Hercules Operation Catalunya Bank mortgage portfolio 6,900 

Octopus Operation Commerzbank Spanish mortgage porfolio 4,500 

► Much of the recent activity has been for distressed debt 

► Although brokers are 

anxious to promote that 

rents have remained 

stable over the last 4 

years... It is just not true! 

 

► However yields have 

started to compress and 

there is more to come 

 

► Retail (shopping centres) 

are attracting the keenest 

interest 

RENTS & YIELDS 
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► The development 

pipeline has virtually 

stopped, and the 

sector is beginning to 

stabilize again  

 

► Many assets have 

been starved of 

essential capital for 

general maintenance 

and enhancement 

and require urgent 

attention  

 

► This will only be 

suitable for the 

adventurous 

SHOPPING CENTRES 

Source: AECC. Q1 2014 
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INCREASE

Spain 

THREE PHASES OF PRICING 

 
Phase 1 

High Yields  
+  

No prospect of 
Rental Growth 

 

 

Phase 2 

Medium Yields 
+ 

Prospect of Rental 
Growth in 2/3 

years 
+ 

‘Engineered’ 
Growth 

Phase 3 

Low Yields 
+ 

Actual / Imminent 
Rental Growth 

 

 

2009-10 

2011-12 

2013-15 

2016-18 

Spain 

Spain 

Spain 

Spain 

Spain Spain 

THE ADVENTURE 

Acquire unloved 

institutional-grade assets 

at discounted prices 

Stablise and  

‘engineer’ additional 

performance 

Build a prime, long term 

portfolio to be proud of… 

and ready to capture 

rental growth 

Beware pooled funds 

until they have 

resolved their legacy 

issues and marked 

their assets to market 

TIME TO CHOOSE 

It’s a difficult choice, isn’t it? 

Bradford Sunderland Maidstone 

Barcelona       Seville         Madrid    
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http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&docid=bryeb4IL4aOSeM&tbnid=uPm5ZQwgCYYFOM:&ved=0CAUQjRw&url=http://www.clipartbest.com/storm-cloud-clipart&ei=jLmVU87IFZLB7Aad44BI&bvm=bv.68445247,d.ZWU&psig=AFQjCNHSPB5J_MeUvOxtA1Oaf2HUqjF55w&ust=1402407680061041
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6/11/2014 

14 

CONCLUSIONS 

Securities / REITs 

NOW! 

Alternative Assets  

Recovering markets / assets 

Direct & Debt 

Expand your horizons 

UK  London  30-35% 

       Regions 30-35% 

Opportunity to do something brilliant 

Twenty World Cities 

US for long term 

Value for the future  

(not in the past) 

 
 

Professor John Kay 

 

 

‘Is the Financial Crisis over?’ 

 


