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The Real Estate Roundtable Sentiment Index1
The Real Estate Roundtable is pleased to announce the results from the Q2-2018 Real Estate Roundtable Sentiment
Survey. The quarterly survey is the commercial real estate industry’s most comprehensive measure of senior executives’
confidence in the real estate environment. Conducted by FPL Advisory Group on behalf of The Roundtable, it measures
the views of CEOs, presidents, and other top commercial real estate industry executives regarding current conditions and
the future outlook on three topics: (1) overall real estate conditions, (2) access to capital markets, and (3) real estate asset
pricing.

Topline Findings


The Q2 index came in at 51, a 3 point drop from Q1. Awareness of the length of the current cycle and trepidation
about economic conditions in 2019 has led to a general feeling of cautiousness. That said, availability of affordable
financing and plentiful equity for the best quality investments are driving continued investment activity.



Despite rising costs of construction, development continues somewhat unabated. Some responders pointed to the
expectations of the millennial generation as the driver for reimagined building uses and new developments.



Asset values are perceived as peaking for most property types and markets. Industrial and multifamily assets are
viewed as classes with room to continue pricing growth, whereas many felt retail assets are overpriced and possibly
overbought.



Responders noted the absence of previously ubiquitous Asian capital this quarter. Despite this absence, all
responders felt debt and equity was readily available for quality investments.

The Real Estate Roundtable Sentiment Index is measured on a scale of 1–100. It is the average of The Real Estate Roundtable
Future Index and The Real Estate Roundtable Current Index. To register an Index of 100, all respondents would have to answer that
they believe conditions are “much better” today than one year ago and will be “much better” one year from now.
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General Conditions
The Q2 index came in at 51, a 3 point drop from Q1. Awareness of the length of the
current cycle and trepidation about economic conditions in 2019 has led to a general
feeling of cautiousness. That said, availability of affordable financing and plentiful
equity for the best quality investments are driving continued investment activity.
“This year has so far seen a continuation of last year’s trends. The most notable trend has been the great proliferation of
credit. There are incredible levels of debt available to sponsors, both weak and strong.”
“Earnings expectations are good, but you feel nervous; we are defying gravity with this cycle.”
“The fundamentals of real estate remain strong. The balance between supply and demand in almost every sector is
healthy. Debt and equity for real estate as an asset class remains abundant. Fears about political uncertainty, trade wars,
and interest rate increases are having some impact and creating a manageable amount of uncertainty.”
“We see lots of liquidity chasing fewer deals in the market today.”
“Now is the time to buy the highest quality asset you can find. The price delta between high quality investments and the
moderate to low quality investments is very small in the best markets. We see unattractive investments trading within
10% of the price of quality assets.”
“The market has been strong for many years, but we feel its showing all the signs of taking a breather. There is a sense
of caution; companies are doing things because they have to.”

Exhibit 1
The Real Estate Roundtable Sentiment Index
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General Conditions
(continued)

Despite rising costs of construction, development continues somewhat unabated.
Some responders pointed to the expectations of the millennial generation as the
driver for reimagined building uses and new developments.
“There are multiple factors which should be depressing development, such as rising construction costs and aggressive
rent growth assumptions, but development activity continues to be strong.”
“The new generation of office employees are demanding a different experience than office workers of old. What would
have been a Class A building in a Class A location is now in an undesirable area and downgraded for a lack of
amenities. The upside - demand for new space is good for the industry.”
“The younger generation of professionals wants different things from their workplace. It’s really forced the industry to
reimagine office buildings and driven a lot of the demand for new developments.”
“Rising construction costs are a concern. This is playing out in a number of places - making it harder to pencil new
development, increasing the costs of tenant improvements, and increasing the cost of upgrading older buildings.”
“We feel equity groups are sitting on a large quantities of dry powder. The bid ask between buyer and seller is large.”
“The market continues to benefit from the benign combination of supply constraint relative to employment growth and
household formation.”

Exhibit 2
Perspectives on Real Estate Market Conditions
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Asset Values
Asset values are perceived as peaking for most property types and markets.
Industrial and multifamily assets are viewed as classes with room to continue pricing
growth, whereas many felt retail assets are overpriced and possibly overbought.
“We think real estate is fully valued, if not frothy. We are seeing historic numbers which have been driven by low to no
interest rate and sovereign capital.”
“The public commercial real estate values are typically good leading indicators to private values. I expect prices to
soften.”
“In the major markets, you have every reason to sell as prices are high. In sub-markets, you need to have great
conviction in order to invest.”
“Rents won’t climb as quickly as interest rates so values will likely come down from a buyer’s perspective.”
“The market is less frothy, but buyer pools are thinner.”
“Retail has all been painted with the same brush, which is negatively affecting pricing.”
“Pricing varies depending on property type and market. Industrial is hot, but how do you factor in the future impact of
autonomous vehicles? If you are investing in a ten year fund, you need to underwrite innovation. How do you do that?”
“Industrial is being repriced as more investors consider it next generation retail. With that said, big box retail isn’t
pulling back, it’s just changing the way it operates.”
Exhibit 3
Real Estate Asset Values
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Capital Markets
Responders noted the absence of previously ubiquitous Asian capital this quarter.
Despite this absence, all responders felt debt and equity was readily available for
quality investments.
“In core markets, transaction volume has fallen off as Chinese and Middle Eastern investors have stepped back.”
“With the disappearance of foreign (Asian) capital and rising interest rates, I expect cap rates to decline.”
“Equity is still readily available, as it has been for the last few years.”
“Allocations to the real estate asset class have increased. Investors still have equity to put to work, but are nervous about
where we are in the cycle. This has led to competing pressures.”
“Overall, the levels of available capital and aggressive debt providers will continue to support meaningful activity in the
real estate industry.”
“There’s almost unlimited credit for alpha investments.”
“Debt can be found from many sources; CMBS, life insurance companies, funds. If you can find the asset, financing it is
not going to be your problem.”
“Groups with equity are voraciously trying to find deals to capitalize.”
“The quantity of life insurance lending has led to smaller spreads.”
Exhibit 4
Availability of Capital
% of respondents
Much worse

Somewhat worse

About the same

Somewhat better

Today vs. One Year Ago

Equity

Debt

17%

13%

0%

6

53%

20%

40%

One Year From Now vs. Today

25%

54%

60%

Much better

27%

6%

80%

100%

Equity

22%

Debt

24%

0%

20%

59%

18%

63%

40%

60%

13%

80%

100%

© 2018, FPL Advisory Group LLC

Participants
(Please note that this is only a partial list. Not all survey participants elected to be listed.)

Thomas R. Arnold
Abu Dhabi Investment Authority

Mike Lafitte
CBRE

Alex Klatskin
Forsgate Industrial Partners

Kenneth Bernstein
Acadia Realty Trust

Tom Flexner
Citigroup

Chaim Katzman
Gazit Group USA Inc.

James T. Neyer
Al. Neyer

Alan L. Gosule
Clifford Chance, LLP

Randall K. Rowe
Green Courte Partners, LLC

Bruce T. Lehman
Armada LLC

Robert M. Brierley
Colliers International

Robert J. Ivanhoe
Greenberg Traurig, LLP

Alexandra Glickman
Arthur J. Gallagher & Company

Paul Whyte
Credit Suisse Securities (USA) LLC

Edward J. Fritsch
Highwoods Properties, Inc.

Timothy J. Naughton
AvalonBay Communities, Inc.

Bradley Razook
CSCA Capital Advisors, LLC

Dean Parker
Hinshaw & Culbertson LLP

Mark E. Rose
Avison Young

Gary Holmes
CSM Corporation

Thomas J. Hutchison, III
Hutchison Advisors, Inc.

Earl E. Webb
Avison Young

John C. Cushman, III
Cushman & Wakefield, Inc.

Guy K. Johnson
Johnson Capital Group, Inc.

Henry H. Chamberlain
BOMA—Building Owners &
Managers Association Intl.

Dan A. Emmett
Douglas Emmett, Inc.

Geordy Johnson
Johnson Development Associates,
Inc./Johnson Management, LLC

Owen Thomas
Boston Properties, Inc.
Gerard H. (Jerry) Sweeney
Brandywine Realty Trust
Charles L. (Chip) Davidson, III
Brookdale Group, The
Timothy H. Callahan
Callahan Capital Properties
Richard J. Campo
Camden Property Trust
Douglas M. Pasquale
Capstone Enterprises Corporation
Robert M. Stern
Castle Hill Investors
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Daniel M. Neidich
Dune Real Estate Partners LP
Marshall Loeb
EastGroup Properties, Inc.
Jodie McLean
EDENS
Andrew Davidoff
EMMES Group of Companies
Anthony E. Malkin
Empire State Realty Trust
Peter E. Baccile
First Industrial Realty
David J. LaRue
Forest City Realty Trust

John Kilroy
Kilroy Realty Corporation
Ralph Rosenberg
Kohlberg Kravis Roberts & Co.
Matthew J. Lustig
Lazard
Tim Byrne
Lincoln Property Co.
Michael H. Lowe
Lowe
Robert J. Lowe
Lowe
Eric (H. Eric) Bolton, Jr.
MAA, Inc.
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Robert R. Merck
MetLife
Kevin J. McMeen
MidCap Financial LLC
James H. Miller
Miller Global Properties LLC
Thomas F. Moran
Moran & Company
Blake Eagle
National Council of Real Estate
Investment Fiducia
Victor A. Del Pizzo
Nokia
John Z. Kukral
Northwood Investors
Albert P. Behler
Paramount Group, Inc.
Victor Tolkan
Penzance
Todd Everett
Principal Real Estate Investors
Peter M. Fass
Proskauer Rose LLP
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Daniel J. Moore
Rockefeller Group International,
Inc.

Jeffrey E. Zabel
Tufts University—Department of
Economics

Michael R. McElroy
Ryan Companies US, Inc.

Thomas W. Toomey
UDR

Glenn A. Shannon
Shorenstein Properties LLC

James Hime
USAA Real Estate Company

Benjamin S. MacFarland, III
SROA Capital

Stan Ross
USC—Lusk Center for Real Estate

Charles R. Carpenter
State of Wisconsin Investment
Board

Randal J. Richardson
Vi

Stanley (Skip) Wells
State Street Global Advisors
John F. Fish
Suffolk
Tomas Schoenberg
Swig Company, The
Anthony Dona
Thackeray Partners
Michael A. Covarrubias
TMG Partners

Edward Pitoniak
Vici Properties
Walker Noland
Virginia Retirement System
Mark Myers
Wells Fargo
Gilbert Winn
WinnCompanies
David L. Ferrero
Stephen R. Blank
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Contact
Please direct all inquiries regarding this study to:
Mr. Travis Kononen
Managing Director
Ferguson Partners Ltd.
505 Montgomery Street
11th Floor
San Francisco, CA 94111
Phone: (415) 874-3160
E-mail: tkononen@fergusonpartners.com

© 2018, FPL Advisory Group LLC. All rights reserved. No business or professional relationship is created in connection with any provision of the
content of this document (the “Content”). The Content is provided exclusively with the understanding that FPL Advisory Group LLC is not
engaged in rendering professional advice or services to you including, without limitation, tax, accounting, or legal advice. Nothing in the Content
should be used in or construed as an offer to sell or solicitation of an offer to buy securities or other financial instruments or any advice or
recommendation with respect to any securities or financial instruments. Any alteration, modification, reproduction, redistribution, retransmission,
redisplay or other use of any portion of the Content constitutes an infringement of our intellectual property and other proprietary rights. However,
permission is hereby granted to forward the Content in its entirety to a third party as long as full attribution is given to FPL Advisory Group LLC.
The views and opinions expressed by each participant are such individual’s own views and are not necessarily the views of FPL Advisory Group
LLC or such participant’s employer.
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