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Capital flows of $200bn will be invested over next five years,
delegates told

London, July 9 ™ 2010: Global institutional real estate capital flows of more than
$200bn could be invested in mature worldwide markets over the next five years, IPD
delegates were told.

Speaking at IPD’s Multinational Investment Seminar  on Wednesday in central
London, Invesco Real Estate’s director of European researc  h Simon Mallinson
said: “We have estimated a conservative figure of $200bn in unleveraged capital
could be invested in global markets over next five years by institutions.

“This is the starting point for us to work out the impact of such a scale of fresh capital
hitting the market chasing product, which will create varying supply and demand

issues across world markets.”

While sovereign wealth funds have the greatest appetite over the short-term and
feature in the estimate, Mallinson said, the fact that SWFs are starting from a low
base of real estate exposure, are still developing strategies and are looking to make
large capital placements might mean their investment timeframe is extended
awaiting market opportunities. “They may also be attracted to infrastructure rather
than traditional real estate,” he added.

Mallinson also raised the concern that, globally, defined benefit plans are being
superseded by defined contribution (DC) plans which might limit the flow of capital as
the direct real estate industry currently lacks the type of fund structures that can
invest DC capital and provide the required liquidity.

Invesco Real Estate — who along with JP Morgan have confirmed their sponsorship
of the IPD Global Property Annual Index — has devised its global institutional
capital flows estimates based on analysis of current institutional real estate holdings

together with target allocations across North America, Europe and Asia.
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“Assuming we get this capital, where is it going to be spent?”, concluded Mallinson.
The thread was picked up by CBRE director Michael Haddock who delivered a
presentation on strategy in an unpredictable environment, the applicability of

leverage and which he saw as attractive investment markets.

Haddock argued investment should be considered on a scoring matrix comprising
demand, supply, pricing and market risk. “A rationale response to uncertainty in
choosing investment destinations is to look at those markets that score well on
factors you are confident about and that the things you are unconfident about don’t

matter.”

He added that risk and uncertainty also has an impact on the use of leverage. Debt
is used for three main reasons: to buy more assets, reduce specific risk (such as
currency hedging for cross border investment) as well as an informal form of tax

management (where interest paid against debt can be set off against tax liabilities).

Haddock continued: “In an uncertain world, the argument for leverage breaks down
because the impact of debt is exponential. The greater the level of uncertainty about
the future, the lower the level of leverage should be applied.”

He pointed to four markets which each had attractive property fundamentals over the
short-term: Australia and Canada, both resource-based economies with tight supply,
Poland and France. “Poland was one of few euro countries to avoid recession, very
good supply side metrics, with tight development over next few years, while in

France the supply side for Paris offices also particularly tight.”

Conference chairman, Nassos Manginas European business development
director at IPD, said : “Multinational clients’ need to be measured and benchmarked
against a peer group has become stronger than ever. As a result, there is an

increased pressure for IPD to meet more frequent reporting requirements — from
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annual to bi-annual and quarterly reporting and benchmarking. These are challenges

that we share with our existing and potential new clients.”

Elisabeth Troni, global real estate economistat UB S, provided the economic
backdrop reminding delegates of the severity of recent macro dangers. She said:
“What got us through the crisis point into this recovery period was expansionary
fiscal policy on an unprecedented scale; private demand fell off a cliff and in
response we needed that gap to be filled by fiscal stimulus — without which we would

probably have been in a third depression.”

In the subsequent Q&A session, delegates quizzed speakers on the impact of
European government’s austerity packages on real estate markets, the relative value

opportunities between markets and favoured markets for investment going forward.

Manginas added: “What impact will extreme events have on real estate strategies
going forwards? We have left the years of excessive capital growth expectations
behind us — we are in a period on increased focus on income side of equation —
which always what real estate was about; stable cash flow, underpinned by strong

covenant strength tenancies.”

ENDS

Notes to editors:

IPD is a global information business, dedicated to the objective measurement of
commercial real estate performance. As the world’s number one provider of real
estate performance analysis for funds, investors, managers and occupiers, IPD
offers a full range of services including research, reporting, benchmarking,
conferences and indices. IPD operates in more than 20 countries including most of
Europe, the US, Canada, South Africa, Australia, New Zealand and Japan.
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