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Briefing: strategy
Moving the needle
Across the globe, 
investors are 
inching along the 
risk spectrum. But 
where are the best 
opportunities? 

Almost five years on from Lehman 
Brother’s collapse, global institutional 
capital’s confidence appears to be 
returning. 

Higher risk strategies have returned or are 
being explored; value added vehicles have 
become the most sought-after fund type by 
private real estate investors and markets 
across the US and Asia are registering 
increasing investment volumes outside 
capital cities. 

Almost half of investors in new funds are 
looking to commit to vehicles that follow 
an opportunistic strategy over 2013, 
according to Preqin. While, value added 
funds raised almost one fifth of the total 
capital secured by all closed-end private 
property funds last year.  

This emerging trend follows a five-year 
focus on core assets and locations. But 
Andrew Moylan, Manager, Real Estate 
data for Preqin, says concerns over the 
pricing of prime assets, combined with 
improving performance of value added 
funds have boosted confidence. Value-
added property investments are pro-
cyclical investments, so they benefit from 
an economic recovery, however weak,” 
says Monika Ward, Deputy Head of 
Research and Strategy at Axa Real Estate. 
“Typically, the tactic is to hold over a 
period of three to seven years, with 
leverage ranging between 40-70% loan to 
value and to target a net return of 10-14%.”

Investment trends in the U.S. markets 
reflect that capital is being more 
exploratory. Alistair Meadows, Director of 
International Capital Group, Asia Pacific at 
Jones Lang LaSalle says Asian capital is 
“struggling” in New York and San 
Francisco because the returns don’t hit 
required hurdle rates. “Investors have 
therefore started to focus on the second tier 
markets like Chicago, Houston, Seattle.”

 +11%
$1.3bn

Spotlight: strategies for 2013
Europe
Interest in higher-risk assets or 
locations in the UK converted 
into deals during the first 
quarter as sales outside of 
London rose by 11% on the 
previous year to $1.3bn, 
according to LSH Research. 

For large global investors, 
moving beyond safe cities and 
prime product is not easy. 
However, recent data suggests 
some of these gateway centres 
are offering good 
secondary opportunities. 

Over the last eight months, 
yield spreads between prime 
and secondary in London have 
narrowed – from a 450 basis 
point gap in 2010 to 300 today, 
according to CBRE. 

“It shows that, not only is 

appetite there for secondary 
stock, there’ s debt available to 
buy it,” says Joe Valente, head 
of research and strategy at JP 
Morgan. 

DTZ is predicting improved 
fortunes for the UK’s wider 
secondary property market 
too, where it foresees that 
increasing comfort with risk 
will lead to an improvement in 
values and capital growth for 
that market “outperforming 
prime” from 2015. 

On the continent, the picture is 
different. Pricing of secondary 
assets has not yet adjusted 
enough. “In many markets, 
secondary property needs to 
de-price by a further 10-20%. 
This will take a while to work 
through,” says Monika Ward.

Sales outside of London rose during the first quarter on the previous year
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Spotlight: strategies for 2013
Asia Pacific:
Second-tier locations ranked 
highly in this year’s Emerging 
Trends, including Jakarta, 
Kuala Lumpur and China’s 
secondary cities, as investors 
hunt for opportunistic returns. 

The confidence in value added 
strategies is reflected in Preqin’s 
latest data. One hundred and 
eight funds based in Asia Pacific 
have an interest in value added 
vehicles, particularly those that 
are investing in Asia. Almost 
half (41%) of those institutions 
were superannuation schemes 
based in Australia. 

“The long-term nature of value 
added property funds 
complements the long term 

investment horizon of a typical 
superannuation scheme,” it 
said. 

Emerging markets such as 
Taiwan and India all 
experienced strong growth 
rates in 2012, according to 
DTZ. 

“The majority of investors 
expect positive returns of 
between 0-9% across all 
regions [globally]. This is more 
skewed towards higher returns 
across North America and in 
particular Asia Pacific where 
42% of respondents expect 
returns of between 10 and 
19%,” says Kate Barrow, DTZ 
Head of Asia Pacific forecasting.

Expansion tactics: Oxford Properties Group

Europe
Investors on a European expansion trail tend to follow 
a traditional journey - beginning in London, then to 
the continent, without stopping at regional markets 
along the way.
 
But when Canada’s Oxford Properties purchased 
Reading’s Green Park for around £400m in November 
2011, it showed it was determined to be original in its 
approach.
 
The investment in the out of town business park – 
Oxford Properties’ first investment outside London 
since entering Europe five years ago - required active 
management over the 1.4m sq ft of space, a large 
proportion of which was unoccupied for a decade. 

The real estate arm of the OMERS Worldwide Group - 
which is developing London’s Leadenhall Building in a 
joint venture with British Land and St James’ Market 
with the Crown Estate – purchased the business park 
as a complement to its Central London portfolio.
 
Oxford Properties believe the Thames Valley – which 
describes the counties and towns between 
Oxfordshire and London – delivers a “middle way” for 
overseas investors seeking to secure yield advantage 
while minimising increases in risk. The figures 
support this; data shows vacancy in this region is 16%, 
with prime space at 4.3%.
 
Paul Brundage, Executive Vice President, Senior 
Managing Director, who opened the London office in 
2008 says: “There is a different occupier profile in the 
Thames Valley. We were thoughtful about what the 
opportunities might be as opposed to just buying 
assets that came up for sale.
 
“The area has a higher income yield than London, an 
educated workforce and proximity to great 
transportation,” he adds. Since acquiring the park, 
Oxford Properties has registered 21 leasing 
transactions at Green Park from IT, telecoms and 
pharmaceuticals firms, including the Cisco surrender 
and a 139,000 sq ft letting to Chinese telecoms 
company, Huawei.
 
But its investment in Reading does not necessarily 
herald the start of a wider European strategy; 
Brundage says Oxford firmly believes in having “boots 
on the ground” before investing in new markets, even 
core capital cities.

Second-tier locations ranked highly 
in this year’s Emerging Trends, 
including Jakarta, Kuala Lumpur 
and China’s secondary cities.
Alistair Meadows, Jones Lang LaSalle

•	  German offices Buy in fringe-CBD 
locations in Munich, Berlin, and 
Hamburg 

•	 	Paris 20-District offices A deferred 
cyclical play. Strategy based on the 
deterioration in tenant demand in the 
CBD having a geared negative impact 
and then a rapid recovery. Proposed 
entry at the end of 2014

•	 	Amsterdam office investment 
Vacancy and economic risks are already 
starting to improve in the CBD

•	 	UK regional and South East 
prime office investment takes 
advantage of demand rippling out from 
London and the stronger regional office 
markets

•	 Italy and Spain offer opportunities to 
buy as the markets rapidly-approach a 
cyclical market trough. This applies to 
both offices and shopping centres, but 
only at the prime end (quality and 
location)

•	 Dublin office investment is a 
recovery play as the market bottoms out 
from an historic low. Only buy the 
best-occupied properties in the CBD, 
given the high vacancy risks

•	 A European logistics investment 
strategy capitalises on the changing 
demands brought about through 
internet sales. Acquire smaller units in 
growing conurbations that will be 
supported by the rise in demand

Source: Axa Real Estate 

Kuala Lumpur: 
Industrial is Kuala Lumpur’s best performing sector. It 
registered 7% of rental growth and 6% of capital value 
growth in 2012, according to Colliers International. 
The most active sectors are logistics and small and 
medium enterprises. Foreign firms, especially from 
Singapore, are meanwhile setting up operations in 
well-established industrial parks that have good 
infrastructure and connectivity. 

Houston: 
Houston’s fast-expanding energy hub is attracting 
buyers seeking higher returns from U.S. property. 
Non-U.S. firms - including Allianz and Tel Aviv’s 
Menorah Mivtachim Holdings - have acquired 
$2.83bn of offices in the past three years, according to 
Real Capital Analytics.

Chicago: 
South Korean investors have been active buyers in 
Chicago, driven by their search for the high yields that 
New York offices can’t offer. Investors from the country 
accounted for the second-largest volume of 
acquisitions in the city in 2012. In May, John Buck Co 
teamed up with a syndicate of South Korean investors 
to buy the high-rise office tower at 161 N. Clark Street 
for $348m.

Three emerging markets

Diversified European 
portfolio strategies
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