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THE STORY SO FAR - STRATEGY
► Forecast - 10 years to 

recovery - November 2007 - 
2017

► Radical Portfolio 
Re-Modelling
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► Re-establish property as a 
long term investment
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► We hope to be established in Asia Pacific within 12 months
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Dominic Hammond
St Bride’s Managers UK

The Economic Tune

6

- Recession in Eurozone

- Sluggish global growth this year

- China lowers growth target

- Commodity prices rising

- Arab springs eternal

- Iranian nuclear dispute 

- “Good” news isn’t great

- US budget deficit still growing

- Political impotence in US and EU

- China trade deficit = hard landing?

- Club Med can’t borrow

- Bank stress tests too lenient

- US unemployment falling

- US consumer confidence up

- ECB liquidity commitment

- Markets shrug at Greek default

- Strength in global equities

- Big corporate cash piles 

- US housing bust subsiding

- Chinese rebalancing economy

- Greek CDS contracts worked

- US banks passed stress tests

- Oil price rising at modest rate

HEAL THE WORLD AIN’T NO SUNSHINE



► More people are 
employed

► More consumers 
are confident

► But will it last?

GLOBAL RECOVERY - BORN IN THE USA?

US

UK

%

Source: World Economic Forum
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GLOBAL RECOVERY - BORN IN THE USA?



► Still high growth from 
larger base

► Rebalancing the 
economy

► Other Asian bright 
sparks

CHINA - YOU NEVER CAN TELL

10

%

Source: Economist Intelligence Unit

CHINA - YOU NEVER CAN TELL



EUROZONE - THE LONG AND WINDING ROAD

People 
of Greece

Have successfully 
reached an agreement

On a new 
arrangement for 

the deckchairs

We, the Eurozone 
Ministers, are 
pleased to...

Don’t be too gloomy. 
We’ve got some unique 
strengths that will bring 
growth and the currency 
will stabilise

The UK has had its day. 
It’s not growing and the 
Pound is weak

RULE BRITANNIA?



THE SUN GOING DOWN ON THE UK?

► Has the UK had it’s day? 
Sources: Various via Gapminder.com

STERLING - FREE FALLING?
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► Language, time and 
age;

► Are you being served?

► Gold star niches?

UK STRENGTHS - DON’T STOP BELIEVING

► ...despite current fiscal discipline 

SHAKE YOUR MONEYMAKER
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AT THE END OF THE DAY

► There are some 
good reasons for 
modest optimism

► The UK is attractive 
in the right context

► Money can’t stay on 
the sidelines - we’re 
still in the game!

Stephen Pyne
St Bride’s Managers (UK)

Asian Perspective



ASIA PACIFIC CROSS-BORDER PURCHASES 2011

► A mood of 
cautious optimism

► It’s all about China

► Lots of short / 
medium term risk

►  Long term trend is 
strong growth

US $ bn

Source: Jones Lang LaSalle
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MARKET PERFORMANCE

► Beijing Offices
2011

► Shanghai Retail 
2011

► Singapore Offices
2011

- Rental growth 41.4%
- Vacancy drops from 40 to 9%
- 4.2m sq ft is due for 

completion 2012

- 20% y-o-y sales growth 
- 16.3m sq ft is due for 

completion 2012

- Rents declined 4.9%
- Vacancy rates up to 8.7%

Current Capital Growth 
Forecasts 2012

Jakarta
Beijing
Tokyo
Shanghai
Sydney
Hong Kong
Singapore

+28%
+21%
+11%
+5%
+5%
-16%
-20%

Source: JLL



OVERSEAS INVESTORS INTO THE UK

► Asia will deliver much stronger 
returns over the next 5 years 

► Eurozone issues are not yet 
resolved and will introduce 
uncertainty

► Asian capital accounted for 
£5.1 bn of activity in the UK in 
2011

Largest foreign buyers 
2009-2011 (£m)

Blackstone
Korean NPS
CPP
Malaysian EDF
Carlyle EREP

1,550
1,041
872
796
671

Source: CBRE

ASIAN INVESTORS

Who are the Asian 
investors and where does 
the cash come from?

► Sovereign Wealth Funds, 
e.g. SIC, CIC

► Large cash rich pension 
funds e.g. Korean NPS, 
Australian Supers, 
Malaysian EPF

► Wealthy families e.g. 
Kwok, Krishan, Kook

Who are the 
Asian 

investors?



REASONS FOR OVERSEAS INVESTMENT

Why invest overseas?

► Cashflows are too large 
for domestic markets

► Regulation changes lead 
to increased weighting in 
property 

► Diversification away from 
domestic economies

THE CASE FOR LONDON

Why invest in London?

► London is a large and 
liquid market 

► London is a transparent 
market 

► London is perceived to 
be a safe-haven 

► Sterling is currently 
cheap



THE ASIAN VIEW

What will they buy?

► Long leases with predictable 
cashflows 

► Central London assets

► Large lot sizes

► Core assets

Purchase Yields (%)

London
Tokyo
Hong Kong
Singapore

5.5
3.8
3.6
3.4

Source: CBRE

THE ASIAN VIEW

► Expect more capital from Asia in 2012 

► Expect long term holds of large prime core assets 



Richard Saunders
St Bride’s Managers (US)

US Perspective

US STRATEGIES 2012
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► US overseas investment focuses mainly on opportunistic, 
debt and distressed strategies
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EQUITY RAISED ($bn)
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► Equity raised by US fund 
managers over the past 10 years 
is ‘eye-watering’

Investors:

Illinois TERS
New Jersey
New Mexico PERS
New York State CF
Ohio Police & Fire
Oregon PERS
Pennsylvania PERS
Pennsylvania SERS
Wisconsin

TARGET GEOGRAPHIES 2012

► A significant part of US funds are destined for the UK and 
Europe
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US FUNDS BUY BIG!

► US acquisitions in the UK have focussed on large offices and 
industrials

► Recent key purchases have included:-

- 1 Angel Court
- Broadgate Estate
- 40 Basinghall Street
- Chiswick Office Park
- 25 Copthall Avenue
- Devonshire Square
- Prologis Portfolio
- St Katherine Docks
- Triangle Portfolio

Broadgate Estate

CLOSED-END FUNDS ‘DRY POWDER’
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► There is $65 billion currently awaiting investment in 
opportunistic real estate alone

Opportunistic
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$65 bn



THREE STRATEGIES

DIRECT DEBT
PUBLIC TO 

PRIVATE

Lease-up
Development

Portfolios

Loan Portfolios
Distressed / Origination

Re-caps

► US opportunity funds have three distinct strategies

DEBT MATURITIES
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Source: De Montfort University

Germany Rest of EuropeUK

► The US are leaders in 
debt strategies

► US funds have acquired:-
- Lloyds portfolio $1.4 bn
- RBS portfolio    $2.1 bn

► Will US funds be our 
saviours? 

$ bn



PUBLIC TO PRIVATE

► UK Property Companies are now relatively small by global 
standards

Simon Retail 

Public Storage

Equity Residential

HCP Health 

Ventas 

27.7

14.6

11.4

10.5

10.5 

US Top 5 ($ bn)

Land Securities

British Land

Capital Shopping

Hammerson

Segro 

8.3

6.7

4.7

4.4

2.8 

UK Top 5 ($ bn)

Source: NYSE London SE

DISCOUNTS TO ASSET VALUE

► Four of the ‘Big Five’ UK companies are trading at below the 
sector’s 10 year average discount... and are exposed!

Source: EPRA
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NEWS HEADLINES 2012

US funds see UK as a 
great buying opportunity

US seizes the initiative over 

European Real Estate Debt

US Funds and REITS target
 UK listed sector

London and UK wide properties sought by US money

UK’s debt-burdened property
market saved by US Cavalry

UK Investors’ joy as discounts 

narrow on US interest

US UK

Frank Gallo
St Bride’s Managers (US)

UK Retail from a US 
Perspective



US RETAILERS IN THE UK

► US brands represent 34 
out of 310 stores at 
Bluewater, and 13 out of 
114 stores on Bond Street

► There are other US 
retailers that trade under 
their UK brand names, e.g. 
ASDA (Walmart) 
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FORTUNES OF PUBLICLY TRADED RETAILERS

► Discount retailers have performed best

► Mass merchandising, discretionary spending by middle class 
has lagged over the last 5 years or so

Source: Interbrand

S&P 
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S&P

Discount

Luxury
Discretionary 

S&P Low 
point March 
2009: 683

2009 2010



Express, Eddie Bauer, Zales, J Jill

Toys R Us

Sears & K Mart

St John Knits, Remington

Tommy Hilfiger, Philips Van-Heusen, Spyder

Neiman Marcus, J Crew

CHALLENGES FOR PRIVATE EQUITY 
HOLDERS OF RETAILERS

► Retailers owned by private equity groups are under massive 
financial pressure to perform in the short / medium term. It’s 
do or die

Golden Gate Capital:  

KKR / Bain / Vornado:

ESL:

Vestar:

Apax: 

TPG:

Relationship of Gross Rent 
and % of Sales

AFFORDABILITY

► Gross margins determine 
the affordable rent

► A premium of 2 - 8% will 
be paid for a showroom 
location

► Apple can pay more per 
square foot than any other 
retailers
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► Finding replacement tenants 
in tertiary centres is near 
impossible

► Presumably this is the same 
in the UK?

FUNCTIONALLY OBSOLETE CENTRES

GLOBAL MARKET CHALLENGES

► The internet will particularly impact on bookstores, clothiers 
and electronics

► Retailers will use personal data to select their future locations

2009 2010 2011 2012

US

UK

% of Internet Sales
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► Retailers will choose locations to improve brand 
awareness and to support internet sales

► Trend will be to go to urban areas with smaller stores 

► Athleta, a division of Gap are opening 25 stores this year, 
100 in 2013 and 250 in 2014

GLOBAL MARKET CHALLENGES

GLOBAL POTENTIAL
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CONCLUSIONS

Uncle Sam says: 

► UK Investors need to track the 
performance of their US tenants 
to be able to judge if trouble is 
brewing 

► London can expect more US 
retailers to open flagship stores 
as their gateway to Europe

► Do not expect much more US 
retail expansion in regional 
centres... for the time being

Angel Rodriguez
St Bride’s Managers (Spain)

UK Retail from a European 
Perspective



UK IS LONDON

EXPENSIVE 
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Long Term Economic Growth 
(average annual growth 2050)

Sq m per ‘000 
inhabitants

MARKET MATURITY Sweden
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SATURATED RETAIL MARKET

UK Shopping Centre GLA per year
sq m (‘000s) sq m 

(millions)
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DOES THE UK HAVE BETTER QUALITY?
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FLEXIBILITY?

SECURE

RIGID

• Leases are usually 15 years or more
• No annual rental increases

• No turnover rent

• Difficult to manage to tenant mix

• Understanding monthly sales figures 

• No value from increased tenant sales

• Less control of the asset

• Adjust mix to new retail trends

WHICH WAY FOR OLDER CENTRES?

STAY AS WE ARE MOVE FORWARD

Lose value
Lose competitiveness

No growth
Become obsolete

Become more flexible
Adapt to demand

Embrace changing 
trends

Think of asset as a 
business



CONCLUSION

“It is not the strongest of 

species that survives, not 

the most intelligent, but the 

one most responsive to 

change” 

Charles Darwin

Robert Houston
St Bride’s Managers (UK)

Innovation & Leadership



INNOVATION & LEADERSHIP

The UK has lost its 
inventiveness, 
leadership and 

competitiveness

That’s a bit 

harsh. Look at 

this lot...

100 GREAT BRITISH INVENTIONS
Pre 1950 (63)

Anaesthetic
Bouncing Bomb
Cats Eyes
Cork Screw
Crossword Puzzle
Depth Charges
Disc Brakes
Electric Toaster
Electric Transformer
Fertilizer (chemical)
Fingerprinting
Fire Extinguisher
Flushing WC
Gas Turbine
Hypnotism
Hyperdermic Syringe
Ice Cream
Internal Combustion Engine
Jet Engine 
Lawn Mower 
Laws of Gravity
Lifeboat
Match
Meteorology
Microchip
Military Tank

Post  1950 (17)

ATM
Carbon Fibre 
Computer Games
CT Scanner
Genetic Fingerprinting
Hawking Radiation
Hovercraft
Iris Recognition
Jump Jet
Kettle (electric)
Laptop Computer
MP3 Player
Teletext
Ultrasound

Mousetrap
Nursing (modern)
NHS
Ophthalmoscope 
Pencil
Penicillin
Plastic
Pneumatic Tyre
Polyester
Pram
Radar
Radio
Railway Steam Locomotive
Refrigerator
Rubber Band 
Seatbelt
Seismometer
Sewing Machine
Shorthand
Smallpox Vaccine
Sonar
Standard Deviation
Steam Engine
Submarine
Tarmac
Telephone

Television
Thermometer (clinical)
Tin Can
Torpedo
Traffic Lights
Typewriter
Typhoid Vaccine
Valentine Card
Water Desalination Process
Xmas Card

Sport (20)

Badminton
Bowls
Boxing
Cricket
Darts
Football
Golf
Hockey
Horse Racing (thoroughbreds)
Ice Hockey
Netball
Paralympic Games
Polo
Rounders
Rugby
Scouts
Snooker
Table Tennis
Tennis
Twenty Twenty Cricket 

Vacuum Cleaner (Dyson)
Viagra
World Wide Web



20 GREAT BRITISH PROPERTY INVENTIONS

Active Management

APUT / AREF

Chartered Surveying Firms

Derivatives

Discretionary Mandates

IPD

IPF

Portfolio Modelling

Property Companies (Listed)

Property Investment

Property Unit Trusts

Quantity Surveyors

Red Book (Valuation)

Rent Reviews

Research (Floorspace)

Retail Warehouses

RICS

Sale & Leaseback

Town Planning

Forecasting

► The UK has always been at the forefront of property investment

PROPERTY ADVISERS OWNERSHIP

Firms (15) Owners (16) HQ / 
Nationality

Conrad Ritblat, Edward Erdman Colliers US

Debenham Tewson & Chinnocks, 
Cheshire Gibson, Donaldsons UGL Australia

Drivers Jonas Deloitte US

Healey & Baker Cushman & Wakefield US / Italy

Jones Lang Wootton, Churston Heard, 
King & Co / JP Sturge JLL US

Richard Ellis, Dalgleish, 
Hillier Parker May & Rowden, 
St Quintin Son & Stanley

CBRE US

► Most of the UK’s leading commercial firms have now been 
acquired



INNOVATION

Probably.  But here 

are my 10 must-do’s 

for the UK property 

investment industry

You sound like a 
bitter old man

WAKEY WAKEY

OR



STOP BEING ARROGANT AND COMPLACENT

I’m very busy at 
the moment!

PROMOTE BEST PRACTICE WORLDWIDE



GATEKEEPERS

► Gatekeepers need to embrace strategies that integrate 
overseas, listed securities, derivatives and residential 
properties as well as ‘traditional’ investments

GO EAST, YOUNG MAN



TREAT UK REGIONS WITH RESPECT
St Bride’s Top 30 Long Term Regional Locations

Ranking Location Overall Score

1 Edinburgh 62
2 Cardiff 60
3 Wokingham 59
4 = Reigate & Banstead, St Albans, Windsor & Maidenhead 58
7 Warwick 57
8 Cambridge 56
9 Macclesfield 55
10 = Leeds, Manchester 54
12 = Aberdeen, Guildford 53
14 Oxford 52
15 Norwich 51
16 Bristol 50
17 = Bracknell, Chelmsford, Glasgow, Warrington 49
21 = Exeter, Milton Keynes, Sheffield, York 48
25 Basingstoke 47
26 = Brighton & Hove, Wycombe 45
28 = Derby, Reading, Solihull 44

RESIST CUTTING FEES

► Low fees will mean low salaries.  Low salaries will attract 
second-rate people

► Top people will deliver top performance



LONG TERM INVESTMENT

► The round-trip costs of buying / selling demand a long term 
perspective

REGAIN OUR ENTREPRENEURSHIP

OR



IT’S YOUR CHOICE

David Tuffin
St Bride’s Managers (Consultant)

Innovation & Leadership



The Property Investment Industry was invented in UK and is now a global business arena.

Investors are only able to operate on a global basis if there is consistency of approach as regards 
valuation practice and procedure and debt is only available where banks trust valuations.

‘Red Book’ valuations carried out by RICS members are the gold standard of valuation and coupled with 
transparency and ethical behaviour, provide the necessary safe environment for global investment in 
property.

RICS has over 100,000 qualified members operating in 140 countries and the Institution has RICS 
offices in 43 locations including BRIC counties and most recently Vietnam.

IPF and BPF work together with RICS on common issues such as sustainability and represent a 
massive networking and PR machine, with RICS having over 10,000 members registered on Linked-in.

RICS membership offers an internationally recognised qualification and with mind-boggling development 
opportunities in China and SE Asia the future for entrepreneurial property practitioners lies to the 
East.......go there armed with transparency and ethics and you will be welcomed. If you don’t look east, 
it’s only a matter of time before Asian chartered surveyors and other property professionals will look at 
your traditional markets!

LEADERSHIP & INNOVATION IN UK PROPERTY

Ian Houston
St Bride’s Managers (UK)

The Changing Face of 
London



THE EVOLUTION OF LONDON

► London has recently experienced unprecedented growth

A GROWING POPULATION

► Population growth over the next 20 years will be equivalent to 
dropping in Birmingham

1801



A GROWING POPULATION

► Population growth over the next 20 years will be equivalent to 
dropping in Birmingham

2011

THE CHANGING FACE OF LONDON

► A baby boom is sending the planners back to the drawing 
board



AN IMPENDING LONDON HOUSING CRISIS

► Population growth and changing social trends will result in a 
huge housing shortfall in London

Million
Projected Population and Households (2011 - 2031)
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IMPLICATIONS FOR INFRASTRUCTURE

► There will be an inevitable demand for more social 
infrastructure such as schools and hospitals



IMPLICATIONS FOR LONDON OFFICES

► Demand for office space is expected to grow but understanding 
the target occupier market has never been more important

Location Office Based 
Employment Growth

Demand for Office 
floorspace (sq m)

Outer London 59,000 770,000

Inner London 67,000 860,000

CAZ and the north of the Isle of Dogs 177,000 2,300,000

London Total 303,000 3,930,000

Source: London Office Policy Review

Demand for office based employment 
and floorspace 2011-2031

IMPLICATIONS FOR LONDON RETAILING

► An additional 2.2 million sq m of comparison goods 
retail floorspace could be needed in the next 20 years



IMPLICATIONS FOR LONDON INDUSTRIALS

Source: Office for National Statistics

Change in Industrial Space 1998-2008

► Industrial land continues to change to alternative uses despite 
projected increasing demand for warehousing facilities
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LONDON’S OPPORTUNITY AREAS

► The potential exists for development on a strategic scale

Source: London Office Policy Review

Opportunity area

Area for Intensification



BRIDGING THE FUNDING GAP

► London needs a knight in shining armour to help finance all 
this development
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OWNERSHIP OF CITY OFFICES

► The Germans are the largest overseas owners of the City

Source: Who Owns the City 2011, Real Estate Finance Group of University of Cambridge
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1. How healthy is the German investor market?
2. Is overseas investment still on their agenda?
3. Are Germans still only after core assets?
4. What has attracted the Germans to London?
5. Might the Germans solve London’s housing and      
    infrastructure issues? 

GERMAN INVESTORS

Meine gefiederten 
Freunde, lassen sie mich 
ihnen erklären…

Q&A WITH IAN HOUSTON & EBERHARD WALZ
I am delighted to be able to introduce Dr Eberhard Walz. Eberhard joined St Bride’s as a consultant 
last  year having had a distinguished career in real estate in Germany. He has held senior positions 
for Allianz, Head of Property of R+V Insurance and AXA (CEO Germany). Eberhard was in fact  the 
first German investor in 1987 to invest here in London…buying 4, Tenderton Street.

So Eberhard, before we discuss whether we can expect  the Anglo/German love affair to continue 
it’s probably worth briefly touching on the state on the German Investor Market at present…
Are German investors in good shape at present?

EW: Thank you Ian. Good morning everyone. Well, the honest answer is that it really depends on who you 
talk to in Germany.

The Euro Zone is in turmoil and banks and insurance companies had to write off a lot of Greek bonds.

IH: Did the German Open Ended Funds suffer too?

EW: Some funds have suffered more than others – for example those that allowed a greater amount of 
institutional money into their funds. 

Liquidation announcements have already been made by AXA Immoselect, several DEGI and KanAm 
funds and TMW Pramerica. Now the industry is looking at SEB ImmoInvest and CS Euroreal. If they do 
not reopen until May they will be liquidated too. 

On the other hand, the three bank owned open ended Funds - RReef, Deka and Union- had a net inflow of 
money in January 2012 of circa €600 million. These funds are going strong and are taking the opportunity 
to buy from the rest. So as you can see there is a big separation within the German open-ended funds. 



Q&A WITH IAN HOUSTON & EBERHARD WALZ
IH: Is that the same story for the German pension funds and insurance companies?

EW: Pension Funds are going strong, because Solvency II is not so near to them yet. But there is a 
movement for them to go more into private equity and this means that they invest in real estate only with 
low risk. 

Insurance Companies are active but they are still grappling with Solvency II at the moment – which seems 
to me sometimes as an excuse for them to do nothing. 

On the positive side though the German life insurance companies are looking to invest in property as they 
must achieve an average yield of 3.3% because of individual guarantees they give to their policy holders.  
Before the economic crisis a number of the insurance companies had no real estate at all. Nowadays with 
German Bonds yielding only  0%-2%  this is not doing the trick to reach the 3.3% and the next alternative 
from the risk/return profile is real estate.

IH: So it  would seem on the whole that  the German  liability-driven investors, such as the insurance 
companies and pension funds, are upping their allocation to real estate as they prepare for the baby 
boomer generation that are nearing retirement?

EW: The insurance companies have about 3-5 % in property. They have been saying  for about 5-10 years 
now that they will double or at least increase their quota to property and at the moment there is some 
momentum due to their yield obligation.

The pension funds on the other hand have traditionally had a much higher real estate quota of between 
8-12 %. They continue investing in real estate, but usually to keep their quota. 

IH: This sounds fairly promising – increasing allocations to real estate. Will the Germans be 
looking to continue investing overseas?

EW: In fact only 30% of the GOEF´s investment are located in Germany, 10% in the UK and 18% in 
France. But at present they are increasing their focus on their home market, due to the strong economic 
fundamentals and resulting opportunities in Germany.  

So I suppose in summary, yes the Germans are still looking to invest overseas, but Germany is certainly 
the most popular destination at present for them as it provides them with the stable income returns they 
require. But that is not easy because the core properties they crave for are thin on the ground back 
home.

IH: So are Germans still only after core assets?

EW: German investment strategies are still generally conservative yes. As I mentioned earlier, they 
have to subsidize the bonds to reach the 3.3% return.

The success of the three big GEOF´s shows that they should stick to their business model of a secure 
‘pension’ type investment, positioning themselves as low risk, long-term investors with a stable return 
profile, returns of around 5%.

Q&A WITH IAN HOUSTON & EBERHARD WALZ



IH: So are offices still the preferred sector for investment? 

In line with historic trends, offices still dominate. However I should also mention that in Germany 
offices are not very popular at the moment. But this is from the angle of a country with a very strong 
industrial production. We do not have a financial centre such as London, although people in Frankfurt 
will try to argue their case.

Today the GOEF´s have 62% in offices, 21 % in retail, 4% in industrial. However whatever the sector 
or location, security of income stream and longevity of investment are key in uncertain times like this. 
Remember German investors do not believe in growth…if it happens great but it is not part of their 
strategies.

IH: So is London still an attractive investment location for the German investors?

EW: UK leases have been a historic dream for German Investors compared to back home. When we 
started investing in London we got an income yield of between 6-8%, 20-25 year leases and the 
tenant having all the maintenance responsibility. What could go wrong? We did not understand your 
system, but we certainly took advantage of it!

The UK market is also one of the most transparent and liquid markets in the world. When you must 
sell part of your portfolio, like many of the Open Ended Funds have had to do recently, it is simply 
easier to do it in a market such as London than selling a hotel in Norway.

Q&A WITH IAN HOUSTON & EBERHARD WALZ

IH: Does that  mean that the trends towards shorter lease lengths here in the UK will act as a 
deterrent for German Investors going forward? 

EW: It will not make it easier, but as they live with the French 3/3/3 year lease system it should not be 
a knockout. 

IH: Are the recent  sales of German owned assets likely to end or will we see the continuation of 
disinvestment by German investors here in London? 

EW: There will be further disinvestments in the coming months, I think. For example SEB are about to 
starting marketing 43-45 Portman Square for sale, which I think you know well, as part of their efforts 
to open up the fund again.

IH: Given that  I have talked about how the shape of London is constantly evolving and 
becoming more polycentric, what would it  take to get  the Germans to invest  out  of the historic 
core areas and into the new areas of the Capital such as Farringdon, Battersea and Kings 
Cross? 

EW: As long as the offer is right they will look at it. Take Deka Immobilien for example. They acquired 
the 14 Pier Walk office building at Greenwich Peninsula spending just over €118 million in the 
process. With a 6% yield and a long lease the deal made sense to them.

Q&A WITH IAN HOUSTON & EBERHARD WALZ



Q&A WITH IAN HOUSTON & EBERHARD WALZ
IH: So does that mean that  the Germans would consider investing in what  London needs – more 
housing and more social infrastructure.

EW: As long as the product on offer is right  I think London could attract the Germans to buy residential 
and the social infrastructure you referred to earlier…yes quite possibly.

I am aware of a number of German pension funds and insurance companies who are currently looking 
for opportunities in infrastructure investments as they believe prices in the real estate sector have rallied 
too far. 

They are looking at infrastructure assets not only in Germany but across Europe, including hydro power 
plants, social infrastructure such as prisons and schools, and renewable energy such as wind. Yes, 
there is an appetite and willingness to consider opportunities in the alternative asset classes.

IH: The Germans own a lot  of residential properties in Germany don’t  they? So do you really 
think that they could be tempted to help London address its impending housing crisis?

EW: Residential makes up about 15-20% of German institutions’ property portfolios at present, which I 
understand is quite a lot higher than your UK institutional allocation. Again, as long as the product on 
offer is right I do think the Germans would consider  residential but you would have to deliver a plausible 
income yield of say 4.5%. However, if you were offering them a 3% income yield and 5% growth or a 
development, then no they probably wouldn’t invest in residential. 

Q&A WITH IAN HOUSTON & EBERHARD WALZ

IH: The message I am getting pretty clearly from you Eberhard is that not  all German investors 
currently have money to invest  but  those that  do will pretty well look at anything that  makes 
sense here in London as long as the minimum income return is high enough. Is that  a fair 
summary?

EW: I think that’s a fair assessment, yes. What I would also add is that that you guys here know your 
markets far better than the German investors do and so if you come up with new ideas, new 
approaches to London investments or UK investments you should make a real effort  to convince them 
of the merits. 

When I was on the institutional side I always saw it as a disqualification when a foreign manager came 
in and asked me what I wanted to buy, because he should know far better than me what is profitable in 
his country and not just do what I say, which might be the wrong thing. For example what you have said 
about London’s expected future population growth and the subsequent implications on the need for 
housing and infrastructure, as well as the enormous pressure on London’s industrial land both sound 
compelling stories to me. But I can pretty much guarantee you the German investors are not aware of 
this.

IH: Well we’d better get over to Germany and tell them all about it then hadn’t we!!



CONCLUSIONS

▶ London is facing significant challenges in the years ahead and 
overseas investment capital will be essential to its success

SEMINAR CONCLUSIONS

It’s time to be POSITIVE

We are half-way through to recovery 2017

Prime will hold up on demand from 
domestic and overseas investors

UK secondary valuations will fall by 
20%

Occupier demand will be patchy

US Opportunity Funds are ready to 
‘ease your burden’



So, restructure your portfolio

Overseas 30-35%, 
London 30-35%, Regions 30-35%, 

Residential 15-20%

ACT NOW

SEMINAR CONCLUSIONS


