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The Real Estate Roundtable Sentiment Index1
The Real Estate Roundtable is pleased to announce the results from the Q1-2019 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


CRE executives recognize that a historic decade of U.S. economic expansion has benefited today’s healthy
commercial real estate market. Q1 survey respondents feel a cyclical slowdown for the U.S. economy could be on
the horizon. Respondents also note that a possible decrease in economic growth may not significantly adversely
affect well-balanced, fundamentally-sound CRE markets. The Roundtable’s Q1 Economic Sentiment Index
registered 45, a five point drop from the previous quarter.



Survey participants were quick to identify the economy’s current, strong fundamentals as a significant influence on
healthy Q1 real estate market conditions. Many respondents also suggest they have diversified their investment
focus and are placing capital into less traditional real estate property types.



Respondents pointed to examples of increasing asset prices in certain markets and many suggested they view the
pricing environment to be reaching, or in some cases, at peak. Multiple survey participants suggested some markets
have plateaued.



Debt and equity remain plentiful for the best assets in the best markets, but is becoming challenging for secondary or
tertiary market investments. Respondents also reported increased competition among lenders for business.

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
CRE executives recognize that a historic decade of U.S. economic expansion has
benefited today’s healthy commercial real estate market. Q1 survey respondents feel
a cyclical slowdown for the U.S. economy could be on the horizon. Respondents
also note that a possible decrease in economic growth may not significantly adversely
affect well-balanced, fundamentally-sound CRE markets. The Roundtable’s Q1
Economic Sentiment Index registered 45, a five point drop from the previous
quarter.
“Everybody’s looking over their shoulder, but they also recognize the positive economic fundamentals driving the positive market conditions. Bidask spreads are widening; we’re optimistic we’ll find more value in our investments this year. We’re open for business but we’re tepid instead of
hot on the market.”
“Fundamentals are good. Vacancy is low, and we have decent pricing power, but tenants are feeling they have more leverage too.”
“The balance of this year is dependent on the economy. With that said, it may take a lot to knock us out, given just how strong the underlying
fundamentals are. We haven’t seen demand drop off for space, and even if consumer confidence is down, it's still good.”
“We’re far less positive about office investments. We feel the property type is mispriced.”
“We think the market is good today, but not as good as it was.”
“We seem to be in a market where everyone is waiting for the other shoe to drop.”
“The US is doing okay relative to everywhere else. Unemployment numbers are good and the Fed signaling a pause in their activity is positive.
We’re in decent shape with a lot of external activity promising continued health for our economy.”
“We know there’s a downturn coming, but we aren’t sitting on the sidelines when we see a quality deal.”

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

Survey participants were quick to identify the economy’s current, strong
fundamentals as a significant influence on healthy Q1 real estate market
conditions. Many respondents also suggest they have diversified their investment
focus and are placing capital into less traditional real estate property types.
“It's late cycle and we’re cautious about any new business we do. Construction costs are at an all time high and land prices have
doubled since the start of the cycle.”
“Assuming the current market fundamentals persist and as long as we don’t talk ourselves into a recession, 2019 will splutter along,
and perhaps 2020 looks similar.”
“The non-core property types have grown in popularity immensely. Manufactured housing, self-storage, etc.”
“For industrial property, the market has never been so good.”
“The economy and the real estate market feel pretty solid right now. We worry about political uncertainty in Washington D.C. and
the backlash from situations like the recent government shutdown.”
“Retail has been an execution problem. The new view of how to optimize and redevelop assets in their portfolio has changed the
landscape for the better. We expect to see many new mixed-use applications this year.”
“We think, barring a black swan event, 2019 is going to be okay, 2020 though, it's hard to know what to expect.”

Exhibit 2
Perspectives on Real Estate Market Conditions
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Asset Values
Respondents pointed to examples of increasing asset prices in certain markets and
many suggested they view the pricing environment to be reaching, or in some cases,
at peak. Multiple survey participants suggested some markets have plateaued.
“Asset prices in most major markets are at peak.”
“Peak pricing was 18 months ago. Now the game is to figure out what markets offer opportunities with the fewest
number of competitors showing up.”
“Pricing has held for high quality properties. Secondary properties, not distressed mall assets, but good assets in good
markets are still trading at high values too.”
“My sense is we’re beyond or at peak pricing in the market.”
“There are no bargains out there. With that said, we haven’t seen meaningful changes in asset pricing recently; we may
be at the peak and holding there.”
“Pricing is relatively stable, if high, today. We’re looking at the disruptors and wondering when their impact is truly
going to be felt in asset pricing.”
“We have reached a plateau with pricing. Still really high, especially for the best assets in the best markets.”
“The best assets are priced well, but for the worst assets, there is no price.”
Exhibit 3
Real Estate Asset Values
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Capital Markets
Debt and equity remain plentiful for the best assets in the best markets, but is
becoming challenging for secondary or tertiary market investments. Respondents
also reported increased competition among lenders for business.
“We have appreciated the availability of financing options for the last six years, it's been a great time to be a borrower.
Some of our loans are coming due and we’re happy to refinance in today’s environment. There have been many new
options beyond the traditional bank lenders. These new players are good.”
“Most of the players lending or investing equity are relaxing their discipline ever so slightly.”
“It's the old adage, there’s always debt and equity when you don’t need it. If you need it, you can’t get it. In other
words, the best assets in the best markets have as much capital as they can ask for, but those lesser quality assets in
secondary and tertiary markets find it challenging.”
“Equity is plentiful and increasingly aggressive; equity providers are willing to take lower returns in order to put their
capital to work.”
“We hear lenders talking about pulling back and being more conservative, but in practice, it seems like they are doubling
down on their existing customers and offering better terms.”
“In the retail real estate market, CMBS had been the go to source of debt. Recently, it's been increasingly challenging to
obtain CMBS financing. We’ve looked to the regional banks and have had greater success.”
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.)

Christoph Donner
Allianz Real Estate of America

Marshall Loeb
EastGroup Properties, Inc.

Richard I. Gilchrist
Irvine Company

Mark E. Rose
Earl E. Webb
Avison Young

Anthony E. Malkin
Empire State Realty Trust, Inc.

Guy K. Johnson
Johnson Capital Group, Inc.

Frank G. Creamer, Jr.
FGC Advisors LLC

Geordy Johnson
Johnson Development Associates,
Inc./Johnson Management, 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 Corp.
Robert M. Stern
Castle Hill Investors
Mike Lafitte
CBRE
Alan L. Gosule
Clifford Chance LLP
Bradley Razook
CSCA Capital Advisors LLC
John C. Cushman, III
Cushman & Wakefield, Inc.
Jay Epstein
DLA Piper
Dan A. Emmett
Douglas Emmett, Inc.
David Luski
DRA Advisors LLC
Daniel M. Neidich
Dune Real Estate Partners LP
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Peter E. Baccile
First Industrial Realty
Alex Klatskin
Forsgate Industrial Partners
Adam Gallistel
GIC Real Estate
Greg Fuller
Granite Properties
Randall K. Rowe
Green Courte Partners, LLC

Conor Flynn
Kimco Realty Corporation
Ralph Rosenberg
Kohlberg Kravis Roberts & Co.
Matthew J. Lustig
Alex Russo
Lazard
Tim Byrne
Lincoln Property Co.

Robert J. Ivanhoe
Greenberg Traurig, LLP

Michael H. Lowe
Robert J. Lowe
Lowe

Edward J. Fritsch
Highwoods Properties, Inc.

George M. Marcus
Marcus & Millichap Co.

Ross Perot, Jr.
Hillwood

Robert R. Merck
MetLife

Leslie W. Himmel
Himmel & Meringoff Properties,
Inc.

Donald Wise
Metzler Real Estate

Dean Parker
Hinshaw & Culbertson LLP
David R. Weinreb
Howard Hughes Corp., The
Thomas J. Hutchison, III
Hutchison Advisors, Inc.

Charles R. Brindell, Jr.
Mill Creek Residential Trust, LLC
James H. Miller
Miller Global Properties, LLC
Thomas F. Moran
Moran & Co.
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David L. Ferrero
Mosaic Building Group

Mark Kroll
Sares Regis Group

Michael A. Covarrubias
TMG Partners

James D. Kuhn
Newmark Knight Frank

Glenn A. Shannon
Shorenstein Properties LLC

William B. Pauls
Pauls Corp., The

Marty Burger
Silverstein Properties

Jeffrey E. Zabel
Tufts University—Department of
Economics

Diana Reid
PNC Real Estate

Stephen L. Green
SL Green Realty Corp.

Todd Everett
Principal Real Estate Investors

Jeffrey B. Citrin
Square Mile Capital Management
LLC

Peter M. Fass
Proskauer Rose LLP
Jerry L. Starkey
Real Estate Partners International
LLC
Richard S. Ziman
Rexford Industrial Realty, Inc.

Jack Cooney
SROA
Charles R. Carpenter
State of Wisconsin Investment
Board

Thomas W. Toomey
UDR
James Hime
Will McIntosh
USAA Real Estate
Debra A. Cafaro
Ventas, Inc.
Randal J. Richardson
Vi
Walker Noland
Virginia Retirement System

Stanley (Skip) Wells
State Street Global Investors

Mark Myers
Wells Fargo

Daniel J. Moore
Rockefeller Group International,
Inc.

John F. Fish
Suffolk

Gilbert Winn
WinnCompanies

Michael R. McElroy
Ryan Companies US, Inc.

Tomas Schoenberg
Swig Company, The

Edward A. Peterson
Winstead P.C.
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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

© 2019, 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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