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The Real Estate Roundtable Sentiment Index1
The Real Estate Roundtable is pleased to announce the results from the Q4-2018 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 Q4 index came in at 50, a two point drop from Q3. Most suggest that current market conditions are positive and
expect such conditions to continue into the new year. However, some responders continue to question, “How much
longer can this last?”



Responders pointed to the increase in costs for construction projects and the corresponding decline in development
returns as a concerning market factor. As a result, fewer responders were highly optimistic about market conditions
in 2019 as yield becomes increasingly hard to find.



For the first time in many quarters, a large proportion of responders are indicating a belief that asset values will start
declining. However, pricing is expected to stay relatively strong for assets in major markets.



Responders feel debt and equity capital are plentiful in today’s market. Equity investors and lenders alike continue to
show strong appetite for real estate.

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 Q4 index came in at 50, a two point drop from Q3. Most suggest that current
market conditions are positive and many expect such conditions to continue into the
new year. However, some responders continue to question, “How much longer can
this last?”
“We’ve had a good year, raised a fair amount of capital, seen strong performance in all of our business lines and have increased
expectations about what we’ll achieve next year. Our success meeting the higher expectations is of course partially dependent on
what decisions the current administration makes.”
“Overall I feel good. Business is good, markets are good; fundamentals are all really strong. We think there are a few years left
before a downturn.”
“There's an overall industry mood of thoughtful caution driven by a sense we're getting late in the current cycle. Yet there's no clear
thesis about what might precipitate a downturn. So we continue investing on a steady pace, though with a discipline rooted in our
dark memories of the global financial crisis and tempered by that pervasive sense of caution we feel.”
“We are comfortable but cautious when looking at the market. People aren’t behaving absurdly, but it's smart to be cautious this late
in the cycle. We just don’t see a clear thesis on what could potentially happen to derail the market.”
“The commercial real estate market is extremely healthy. Supply and demand are in balance. The state of the industry is sound and
solid.”
“Everyone is doing well, but also everyone is asking, how much longer do we have?”
“We’re still bullish; the banks, agencies, Fannie and Freddie have all done their jobs, so we feel there’s room to grow.”

Exhibit 1
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General Conditions
(continued)

Responders pointed to the increase in costs for construction projects and the
corresponding decline in development returns as a concerning market factor. As a
result, fewer responders were highly optimistic about market conditions in 2019 as
yield becomes increasingly hard to find.
“The cost of construction has gone up. We believe the cost to build has become prohibitive. Labor and materials are
more expensive. The delays in starting a project are a result of contractors lacking the manpower, and the delays in
completion are adding to the increased costs.”
“Construction rates seem to be five to ten percent higher this year in major markets. More than the tariff decisions
coming into the system, we feel this is pressure for a lack of labor.”
“We’ve seen development returns coming down. People used to look for returns of 25 - 30% before undertaking
development. Now, if the returns are in the high teens and up, they’ll do it.”
“There seems to be a lot of noise about overbuilding multifamily product, but everything keeps getting absorbed. If
were looking at the market through a camera lens and you zoom out, you’d see its really a housing story. Household
formation continues and at present, there’s a record gap in new household formation versus available inventory.”
“Market to market really matters. Not just city to city, but submarkets in those cities have their own unique
circumstances. To get the full picture, you need to pay attention to all the nuances.”

Exhibit 2
Perspectives on Real Estate Market Conditions
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Asset Values
For the first time in many quarters, a large proportion of responders are indicating a
belief that asset values will start declining. However, pricing is expected to stay
relatively strong for assets in major markets.
“We see real estate pricing in a mode of decline. It's a cautious yellow flag for us, but we’re still investing.”
“We see pricing as stable for core real estate. In some markets there's a sense that pricing may ease back.”
“We have absolutely hit a peak in pricing.”
“Despite high prices, we still believe there’s still room for increased pricing in certain markets.”
“The buyer pool is shrinking. Pricing is holding, but if rates continue to pick up, we may see some changes there.”
“For institutional quality assets, unless there’s another leg-up on the ten year treasury, maybe we will see change.
Otherwise, pricing is going to stay high.”
“There’s a lot of noise and chatter about softening, but what we’re seeing on existing assets is nothing new. The
concerns aren’t translating to asset values.”
“In the industrial market, we still don’t know where the ceiling is. We’re not sure what the price of speed is, and until
that’s decided, we expect continued growth.”

Exhibit 3
Real Estate Asset Values
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Capital Markets
Responders feel debt and equity capital are plentiful in today’s market. Equity
investors and lenders alike continue to show strong appetite for real estate.
“Equity availability is strong. Equity capital wants to come into the market, and even if interest rate increases become
aggressive, it will still need to find a home.”
“The debt markets are operating on all cylinders.”
“We see no shortage of capital of any sort. If anything, we’re seeing an uptick of availability.”
“The debt markets are as competitive as they’ve ever been. We’ve seen some lenders give up a little margin for
recourse. The good news is we continue to see strong discipline in underwriting.”
“We don’t see a shortage of equity capital; equity seems to be willing to take more risk at the moment.”
“There’s a great flow of debt capital for the right sponsorship. People are getting pickier.”
“Banks are providing non-recourse on speculative industrial development. If the banks are getting loose anywhere, it's
on recourse.”
“Equity is exploring newer asset classes, data centers for example. Equity is chasing this in the same way it’s moving
into secondary markets in search of yield.”

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.)

Thomas Arnold
ADIA

Thomas M. Flexner
Citigroup

Chaim Katzman
Gazit Group USA, Inc.

James T. Neyer
Al. Neyer

Alan L. Gosule
Clifford Chance, LLP

Edward J. Fritsch
Highwoods Properties, Inc.

Christoph Donner
Allianz Real Estate of America

Valerie Richardson
Container Store, The

Ross Perot, Jr.
Hillwood

Bruce T. Lehman
Armada LLC

Paul Whyte
Credit Suisse Securities (USA) LLC

Dean Parker
Hinshaw & Culbertson LLP

Alexandra Glickman
Arthur J. Gallagher & Co.

Michael Levy
Crow Holdings

Thomas J. Hutchison, III
Hutchison Advisors, Inc.

Mark E. Rose
Avison Young

Bradley Razook
CSCA Capital Advisors LLC

Richard I. Gilchrist
Irvine Company

Mark Carrier
B.F. Saul Company Hospitality
Group

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

Guy K. Johnson
Johnson Capital Group, Inc.

Jay Epstein
DLA Piper

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

Tray Bates
Bates Commercial
John Cibinic
Beekman Advisors, LLC
Henry H. Chamberlain
BOMA—Building Owners &
Managers Association Intl.
Owen D. Thomas
Boston Properties, Inc.
Richard J. Campo
Camden Property Trust
Douglas M. Pasquale
Capstone Enterprises
Robert M. Stern
Castle Hill Investors
Mike Lafitte
CBRE
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Dan A. Emmett
Douglas Emmett, Inc.
Benjamin V. Lambert
Eastdil Secured
Marshall Loeb
EastGroup Properties, Inc.
Anthony E. Malkin
Empire State Realty Trust, Inc.
Peter E. Baccile
First Industrial Realty
David J. LaRue
Forest City Realty Trust
Alex Klatskin
Forsgate Industrial Partners

John Kilroy
Kilroy Realty Corporation
Conor Flynn
Kimco Realty Corporation
Ralph Rosenberg
Kohlberg Kravis Roberts & Co.
Robert J. Lowe
Lowe
Robert R. Merck
MetLife
Donald Wise
Metzler Real Estate
Kevin J. McMeen
MidCap Financial LLC
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James H. Miller
Miller Global Properties LLC
Thomas F. Moran
Moran & Co.
David L. Ferrero
Mosaic Builders
Victor A. Del Pizzo
Nokia
Greg MacKinnon
Pension Real Estate Association
Todd Everett
Principal Real Estate Investors
Eugene F. Reilly
Prologis

Daniel J. Moore
Rockefeller Group International,
Inc.
Michael R. McElroy
Ryan Companies US, Inc.
Glenn A. Shannon
Shorenstein Properties LLC

Stephen L. Green
SL Green Realty Corp.

Thomas W. Toomey
UDR

Jeffrey B. Citrin
Square Mile Capital Management
LLC

James Hime
USAA Real Estate

Jerry L. Starkey
Real Estate Partners International
LLC

John F. Fish
Suffolk
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Annemarie DiCola
Trepp LLC
Jeffrey E. Zabel
Tufts University—Department of
Economics

Peter M. Fass
Proskauer Rose LLP

Nelson C. Rising
Rising Realty Partners

Jeff Knowles
Transwestern

Marty Burger
Silverstein Properties

Charles R. Carpenter
State of Wisconsin Investment
Board

Richard S. Ziman
Rexford Industrial Realty, Inc.

Michael A. Covarrubias
TMG Partners

Tomas Schoenberg
Swig Company, The
Gregg Gerken
TD Bank

Debra A. Cafaro
Ventas, Inc.
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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