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Analysis: markets
Going local
Emerging Trends 
reported that thinking 
“micro” is a growing 
trend. But how do 
those with global 
strategies master local 
opportunities?

“Capital seeking European real estate is 
becoming ever more global in nature, but 
also more local within key markets as it 
seeks safety and growth.”

Emerging Trends’ description of the 
ambitions of global capital looks evermore 
prescient as 2013 nears the halfway mark. 

Overseas investment in property seemed 
set to top levels seen in 2012 by the first 
quarter of the year. Outbound Chinese 
investment into real estate alone, 
according to Jones Lang LaSalle, could 
reach $5bn this year. While U.S. investors 
are, once again, seeking higher returns 
abroad, moving $2.6bn into funds 
targeting commercial real estate during 
the first quarter; the largest inflow since 
2007. 

Diversification and yield profiles preferable 
to those of stocks and bonds continue to 
make real estate an attractive asset class 
though for many looking at new markets, 
approaching them from a macro 
perspective may not be appropriate. 

It’s an approach especially crucial to 
finding returns in the mature European 
market, as Emerging Trends explains: 

“Being the big wizards of the world is not 
the aim. We want to be better locally, build 
teams and expertise in specific places. It is 
a question of depth.”

Joe Valente, Head of Research and 
Strategy at JP Morgan agrees that looking 
behind the macro picture is a crucial 
strategy in today’s low growth 
environment: “When economies were 
growing, investors were buying assets just 
to be invested in a specific country. Now 
most aren’t going to be rewarded for 
taking a macro position and relying on 
growth across the board.” 

This local thinking – which demands 
investors drill down to the granular details 
relating to the property itself - is a strategy 
being employed by JP Morgan. The firm is 
interested in residential property in Berlin 
and parts of the UK industrial market. But 
to establish which “micro” opportunities to 
pursue, the firm employs a dedicated team. 

“You need asset management skills to 
generate value. We had a closed team that 
worked in the London office for five years 
and then set up offices in markets in 
Germany and France.”

In the local markets in which it invests, the 
firm uses local partners, which aid them 
with planning, re-zoning issues and 
sourcing off market deals. “Most of our 
deals in the opportunistic space are 
organised this way,” says Valente. 

But a shift in the way fund managers are 
working with investor capital risks making 
it difficult to execute deals efficiently. 
Single asset management transactions and 
high levels of investor discretion may be at 
odds with the increasingly competitive 
nature of the investment market. 

As Simon Marrison, Chief Executive 
Officer, Europe at LaSalle Investment 
Management explains: “The key for any 
new investor is getting to know and trust 
people with a local knowledge base; the 
biggest challenge is moving quickly 
enough when opportunities arise.”

Partnerships: accessing local 
sources of capital

Beccar says the partnership will allow the 
firm to take capital around the globe; less 
than 1% of current allocations to real 
estate are outside Italy. “Italy has a large 
investor community, but one without great 
experience of investing abroad so we can 
help provide a global allocation. 

“The fact that Fabrica was based in Rome, 
where many big pension funds are found, 
appealed to us. And through the 
partnership, we can swiftly access capital, 
rather than taking time to set up a new 
platform ourselves. 

“This new trend within the investment 
community is developing fast and we 
wanted to position ourselves quickly.”

Teaming up with local operators is a tactic 
often used to source deals in new markets. 
But “localisation” is helping fund managers 
access new sources of capital that would be 
otherwise difficult to reach. 

CBRE Global Investors has recently teamed 
up with an Italian firm to target Italian 
institutions as part of their plans to 
significantly increase their exposure to 
non-listed real estate funds. 

It’s a joint venture with fund manager 
Fabrica Immobiliare, which will set up 
co-branded Italian regulated property 
funds aimed at investors in that market, 
and eventually help take that capital 
abroad. 

The move follows INREV research 
showing Italian institutions were set to 
increase current real estate allocations 
from $50bn to $64bn within three years. 

While Fabrica will act as fund manager, it 
will introduce CBRE Global Investors to 
Italian institutional capital seeking to 
invest abroad. 

“We haven’t done anything like this 
before,” explained Florencio Beccar, 
Country M anager at CBRE Global 
Investors. “Fabrica can help us prepare 
investor presentations and the team gave 
us insight into what institutions need. It 
has its finger on the pulse where these 
investors are concerned. 

“This new trend 
within the investment 
community is 
developing fast  
and we wanted  
to position  
ourselves quickly”
Florencio Beccar, Country Manager, CBRE Global Investors
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London
•	 Investors	like	local	economies	such	as	

the West End, a destination for growing 
numbers of TMT firms and 
international shoppers. 

•	 	The	regeneration	of	King’s	Cross	is	
widely seen as a success story, providing 
a new hub for creative industries.

•	 Investors	are	watching	values	in	
Stratford, where opportunities exist at 
the former Olympics site and 
surrounding areas.

Stockholm
•	 Sweden’s	population	is	expected	to	

reach 10 million by 2018. This growth is 
prompting a $40bn investment in the 
city’s infrastructure and strategic 
development.

Hamburg
•	 	New	mixed-use	district	Hafen	City	is	

expected to double the city centre 
population. Rental increases of 4 
percent were recorded there over 2012.

Vienna
•	 Constrained	city	centre	retail	space	is	

expanding and new shopping centres 
are emerging at rail stations. Retail 
warehouses are benefiting from 
improved-quality assets and demand 
from tenants previously focused on 
shopping centres.

Boston
•	 An	increase	in	high-technology	and	

biomedical R&D employment continues 
to take the lead, increasing investor 
interest in the Boston market.

Micro trends

Routes into Asia
What’s the best way for newcomers 
to get exposure? 

If you’re going into the market for the first 
time, it is best to be low risk. The easiest 
way is through the indirect route. We’ve 
seen UBS and Aviva running fund of funds 
to get exposure. REITs in Singapore or 
Japan have done well in last couple of years. 

Are investors seeking direct  
deals too? 
We’ve had conversations about that with 
European groups that are new to the 
region. But to establish from scratch is 
costly. Investors need to find a joint 
venture partner with an existing platform 
to undertake either a specific fund strategy 
or broader tie-up.

What strategies are best? 
Pan-Asian strategies are difficult at the 
moment unless you have deep pockets. 
Specific markets and sectors are very in 
favour, so finding a focused operating 
partner is advisable. 

How are investors approaching 
diversification? 
Economic growth will be different across 
the region. So investors want to make  
sure they get exposure to that. 
Increasingly, investors are adopting 
combined strategies – investing in core 
markets in Australia and seeking 
opportunistic returns in China.

Alistair Meadows is Director, 
International Capital Group, Asia 
Pacific, Jones Lang LaSalle

Q&A

Fresh capital flows State-run wealth funds from 
China to Norway made 38 
property investments valued 
at almost $10bn in 2012, 
accounting for 21 percent of 
all sovereign fund investments 
last year.

Azerbaijan’s state oil fund 
has said it intends to allocate 
around $1.7bn property 
investment in cities including 
London, Paris and Southeast 
Asia.

U.S. investors moved $2.6bn 
into mutual funds and 
exchange-traded funds that 
primarily invest commercial 
properties abroad during the 
first quarter of 2013.

Taiwan insurers’ real estate 
investment assets have grown 
by 13% a year in the past six 
years to $19.8bn. 

$10bn

$1.7bn

$2.6bn

$19.8bn

Pan-Asian 
strategies are 
difficult at the 
moment
Alistair Meadows, Jones Lang LaSalle



18 Emerging Trends in Real Estate a global view  2013  2013                 Emerging Trends in Real Estate A global view  19

What are the key investment trends 
in Asia Pacific at present? 
The region remains dominated by regional 
investors, while European and U.S. 
investors have been net divesting. 
Institutions previously not committed to 
real estate, or those that had low 
commitments, are seeking to increase 
exposure. 

How do global investors see the 
region today?
Activity has been heavily focused on the 
U.S. because of its perceived value and on 
Europe due to its distressed opportunities. 
But over the last five years, Asia’s share of 
the investment universe has risen to 30% 
and there are very few investors with that 
level of allocation to the region. If growth 
continues then being under-invested 
means you’re going to underperform. 
Global funds are beginning to 
acknowledge that.

What are the current trends in 
non-listed funds?
In the last couple of years investors have 
sought sector specific vehicles and smaller 
funds had been more successful. Chinese 
logistics and Indian residential are popular 
areas of focus.

The benefit of sector specific funds is that 
investors have direct control and there is 
less chance of strategy drift. What has 
changed is there are more regional funds 
emerging. LaSalle has been raising capital 
for a regional fund. Typical countries for 
regional funds to target would be Japan, 
China and Australia.

Australia is seeing increasing 
investor interest. Why is that?
From a valuation perspective it is quite 
attractive. There’s a lot of competition for 
core assets, while the wholesale funds are 
experiencing inflows so big domestic 
groups will be back buying. But we think 
the next step is a move up risk curve; that 
market is not very crowded at the moment.

What are the best opportunities?
LaSalle’s top picks are neighbourhood 
retail – retail centres in good catchment 
areas focused on non-discretionary spend 
and good quality offices with smaller floor 
plates in or near to the Central Business 
Districts which need some management. 
Hotel development hasn’t kept up with 
Australia’s tourism market. There has been 
very little development of three and four 
star business hotels in main markets like 
Melbourne and Sydney.

What is the most exciting trend for 
the foreseeable future?
Historically Chinese insurance funds have 
not been able to buy property. But are now 
able to invest domestically. If they seek to 
invest between 5 and 10% of their assets in 
real estate, then that would mean $42bn of 
investment. That is 2.4 times the average 
annual turnover of the commercial real 
estate market in China. This could present 
a big opportunity for both domestic and 
international investors to team up with a 
major core buyer group that needs to invest 
in new product in china.

Paul Guest is Head of Research for 
LaSalle Investment Management

Investment trends: Asia Pacific

Q&A

Typical countries for 
regional funds to target 
would be Japan, China 
and Australia
Paul Guest, Head of Research, LaSalle Investment Management
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