The
Real Estate
Roundtable
Sentiment
Index
Third Quarter 2018

The Real Estate Roundtable Sentiment Index1
The Real Estate Roundtable is pleased to announce the results from the Q3-2018 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 Q3 index came in at 52, a one point increase from Q2. Responders view the market as balanced in terms of
property supply and demand. Some responders pointed to pockets where the balance is slipping, but felt the general
market conditions are positive and will continue to be so, barring an unexpected event.



Most responders feel market conditions are stable, but there is growing sentiment suggesting the industry is nearing
the end of its current cycle. This sentiment is reflected in the seven point spread between current and future real
estate conditions shown in Exhibit 1.



Most responders suggested asset values have reached peak pricing for many property types, and certainly in major
gateway cities. Despite potential peak pricing, industrial properties continue to attract a large volume of investors.



Debt and equity capital sources remain plentiful, but responders expressed concerns about the amount of debt
available and the ramifications of the mounting time pressure some lenders have to invest their capital.

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 Q3 index came in at 52, a one point increase from Q2. Responders view the
market as balanced in terms of property supply and demand. Some responders
pointed to pockets where the balance is slipping, but felt the general market
conditions are positive and will continue to be so, barring an unexpected event.
“Fundamentals across products are in good balance, but we’re seeing more and more pockets where we are concerned
about over-supply. We are being cautious about investing further in those markets.”
“If we don’t see an exogenous event, we anticipate the general conditions in the market to stay the same through next
year.”
“I don’t think anyone cares so much (about what market conditions may be); there’s so much conventional knowledge
about what’s happening out there. People are carrying on anyway.”
“The general feeling: markets are good, but there is some uncertainty about how much longer this will last.”
“The market has absorbed the recent interest rate increases. We still see job growth. Combine this with solid
fundamentals and low vacancy and you have a very stable market.”
“The market is evolving; the advent of the co-working concept and the new technology platforms are forcing it to
change. The good news: these changes aren’t interrupting the flow of business.”
“Maybe for the first time in my career, we are seeing a market where it’s difficult to buy and also to build. There are
true barriers to entry in our market, and this factor alone will keep our industry hot for a while.”

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

Most responders feel market conditions are stable, but there is growing sentiment
suggesting the industry is nearing the end of its current cycle. This sentiment is
reflected in the seven point spread between current and future real estate conditions
shown in Exhibit 1.
“I think the market is about as overheated as I’ve ever seen it. It feels a great deal like there could be a bubble forming.
I’m surprised the market is lasting this long.”
“There is an immense quantity of private capital chasing real estate these days.”
“We believe the top of the real estate market was a few years ago.”
“When deals are hard to find, we’ve seen sovereigns look to buy companies and own a captive deal flow.”
“We think next year (2019) cracks in the market may appear, but the inertia in the market will mean we don’t start to feel
the ramifications until the following year.”
“The market keeps marching on and we’ve all enjoyed several years of cap-rate compression, but we’re finally getting
close to the end of this cycle.”

Exhibit 2
Perspectives on Real Estate Market Conditions
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Asset Values
Most responders suggested asset values have reached peak pricing for many property
types, and certainly in major gateway cities. Despite potential peak pricing,
industrial properties continue to attract a large volume of investors.
“Asset pricing is solid. There are some areas, like in retail, where we aren’t sure which way pricing is going.”
“At the moment, debt is attractive, so people are refinancing versus selling if they can’t get the price they want for their
asset. There’s little pressure, so companies can hold their properties.
“It’s impossible to buy anything. Bids are getting into cap-rates it’s hard to justify. We think the capital markets are
propping everything up.”
“Retail is certainly less attractive on the surface, but perhaps there’s a pricing opportunity there.”
“Despite the debt providers getting concerned about where we are in the cycle, the private equity capital in the market
continues to seek new deals.”
“The global liquidity that was in the system in 2015 has subsided and the number of bids we see today are much fewer
than they were.”
“Sellers want yesterday’s cap-rates, but buyers want tomorrow’s.”
“We are at a stage in the market with people making new investments are being forced to price to perfection, and
although they are being thoughtful, more and more mistakes are starting to be made.”
“If you have access to great deals, you have amazing access to capital.”
“The ask is so specific out there right now; if it’s industrial, it sells.”
Exhibit 3
Real Estate Asset Values
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Capital Markets
Debt and equity capital sources remain plentiful, but responders expressed concerns
about the amount of debt available and the ramifications of the mounting time
pressure some lenders have to invest their capital.
“There is lots of debt available and at spreads which we don’t feel accurately reflect the risk. The spreads are too thin; it
feels a little like 2006. Like the last cycle, the market restrictions have thinned and the banks have re-entered the market,
thinking it’s safe. This forces the non-bank lenders into riskier deals.”
“As a consumer of debt, our debt yields look tremendous.”
“Debt funds have raised so much capital, I’m worried about them starting to get too aggressive.”
“We’ve seen less equity availability on a per-deal basis this year. There is still plenty of capital, but we aren’t seeing the
same levels as we did last year.”
“We haven’t thought twice about the capital markets for a long time; they’re wide open.”
“There’s a lot of equity looking for assets; there is no liquidity question. It’s more that groups are concerned about
where we are in the cycle. This makes them more cautious about committing their equity.”
“The banks have been unleashed, so we’re actually seeing more debt availability now than we did last year. There’s still
a lot of debt availability in the new debt funds, and anytime you have that much capital raised in any form, there’s the
potential for abuses.”
“We see amazing competition among the debt providers. Thankfully, we also see a high level of discipline.”

Exhibit 4
Availability of Capital
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Participants
(Please note that this is only a partial list. Not all survey participants elected to be listed.)

Albert J. Dwoskin
A.J. Dwoskin & Associates

Charles L. (Chip) Davidson, III
The Brookdale Group

Daniel M. Neidich
Dune Real Estate Partners LP

Dr. Thomas R. Arnold
Abu Dhabi Investment Authority

Richard J. Campo
Camden Property Trust

Benjamin V. Lambert
Eastdil Secured

James T. Neyer
Al. Neyer

Douglas M. Pasquale
Capstone Enterprises Corporation

Marshall Loeb
EastGroup Properties, Inc.

S. Bradford Child
Alpha Investment Partners

Robert M. Stern
Castle Hill Investors

Michael W. Broido
Emigrant Bank

Steven Hason
APG Asset Management US, Inc.

Mike Lafitte
CBRE

David Neithercut
Equity Residential

Bruce T. Lehman
Armada LLC

Tom Flexner
Citigroup

Frank G. Creamer, Jr.
FGC Advisors, LLC

Mark E. Rose
Earl E. Webb
Avison Young

Alan L. Gosule
Clifford Chance, LLP

David J. LaRue
Forest City Realty Trust

Robert M. Brierley
Colliers International

Alex Klatskin
Forsgate Industrial Partners

Lisa Pendergast
CRE Finance Council

Sandeep Mathrani
GGP, Inc.

Bradley Razook
CSCA Capital Advisors, LLC

Randall K. Rowe
Green Courte Partners, LLC

Gary Holmes
CSM Corporation

Edward J. Fritsch
Highwoods Properties, Inc.

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

Leslie W. Himmel
Himmel & Meringoff Properties,
Inc.

Mark Carrier
B.F. Saul Company Hospitality
Group
Sheridan Schechner
Barclays
Tray Bates
Bates Commercial, LLC
John Cibinic
Beekman Advisors, Inc.
Edward A. Kavounas
Birch Lane Partners

Charles H. Wurtzebach
DePaul University, Real Estate Ctr.

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

Jay Epstein
DLA Piper

Owen D. Thomas
Boston Properties, Inc.

Dan A. Emmett
Douglas Emmett, Inc.

Gerard H. (Jerry) Sweeney
Brandywine Realty Trust

Brad Molotsky
Duane Morris
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Dean Parker
Hinshaw & Culbertson LLP
Richard I. Gilchrist
Irvine Company
Chris Kopecky
Jamestown Properties
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Guy K. Johnson
Johnson Capital Group, Inc.
Geordy Johnson
Johnson Development Associates,
Inc./Johnson Management, LLC
Conor Flynn
Kimco Realty Corporation
Ralph Rosenberg
Kohlberg Kravis Roberts & Co.
Denis Hickey
Lend Lease

Nancy LaShine
John Sweeney
Park Madison Partners

Jeffrey B. Citrin
Square Mile Capital Management
LLC

Soultana Reigle
PGIM Real Estate

Benjamin S. MacFarland, III
SROA Capital

John A. Taylor
Pine River Capital Management,
LP

John F. Fish
Suffolk

Gretchen Kelly
The PNC Financial Services Group,
Inc.

L. Gregory Winchester
Summit Investors, LLC
Tomas Schoenberg
Swig Company, The

William G. Lashbrook III
Diana Reid
PNC Real Estate

Gregg Gerken
TD Bank

Seth Martin
Pritzker Realty Group, LLC

Anthony Dona
Thackeray Partners

Peter M. Fass
Proskauer Rose LLP

Michael A. Covarrubias
TMG Partners

Janeen Bedard
Realty Income Corp.

Mark Doran
Transwestern

Jeffrey P. Krasnoff
Rialto Capital Management, LLC

Thomas W. Toomey
UDR

Nelson C. Rising
Rising Realty Partners

James Hime
USAA Real Estate Company

James H. Miller
Miller Global Properties LLC

Daniel J. Moore
Rockefeller Group International,
Inc.

Debra Cafaro
Ventas

Thomas F. Moran
Moran & Company

Peter Falco
Rockwood Capital, LLC

Victor A. Del Pizzo
Nokia

Glenn A. Shannon
Shorenstein Properties LLC

Albert P. Behler
Paramount Group, Inc.

John T. Wasley
Spencer Start

Tim Byrne
Lincoln Property Co.
Michael H. Lowe
Robert J. Lowe
Lowe
Eric (H. Eric) Bolton, Jr.
MAA, Inc.
George M. Marcus
Marcus & Millichap Co.
Robert R. Merck
MetLife
Kevin J. McMeen
MidCap Financial LLC
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Edward Pitoniak
Vici Properties
Walker Noland
Virginia Retirement System
Mark Myers
Wells Fargo
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Contact
Please direct all inquiries regarding this study to:
Mr. Travis Kononen
Managing Director
Ferguson Partners Ltd.
220 Montgomery Street, Suite 334
San Francisco, CA 94104
Phone: (628) 213-7708
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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