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The Real Estate Roundtable Sentiment Index1
The Real Estate Roundtable is pleased to announce the results from the Q2-2019 Real Estate Roundtable Sentiment
Survey. The quarterly survey is the commercial real estate industry’s most comprehensive measure of senior executives’
confidence and expectations about the commercial real estate market 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 Real Estate Roundtable Q2 2019 Sentiment Index registered 51 – a six point increase from the previous quarter.
Survey participants expressed increased optimism that real estate markets will remain healthy as positive economic
conditions persist. Respondents are encouraged by the resilience of the market, but have questions about the length
of the overall economic cycle.



Many respondents expressed caution around the late cycle timing, but they also pointed to a high level of discipline
on behalf of equity and debt providers. Lending standards have remained rigid and underwriting of new deals has
been thoughtfully executed.



Respondents suggested that asset values for certain property types may be approaching peak. The perceived gap
between buyer and seller expectations supports this view.



Debt and equity are viewed as widely available for quality investments. Despite plenty of capital flowing into the
market, respondents pointed to the discipline exhibited by lenders as a factor contributing to their market confidence.

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 Real Estate Roundtable Q2 2019 Sentiment Index registered 51 – a six point
increase from the previous quarter. Survey participants expressed increased
optimism that real estate markets will remain healthy as positive economic
conditions persist. Respondents are encouraged by the resilience of the market, but
have questions about the length of the overall economic cycle.
“Economic numbers continue to be strong, especially employment figures. There are not a lot of obvious excesses being built up in
the economy. If we can avoid poor policy decisions, there is no reason growth can’t continue for the next year plus.”
“It has felt like more of the same this year, with no major market changes in sight. Our focus will continue to be on harvesting gains
driven by the past several years of growth and raising fresh capital for future long term investments.”
“I think in the last quarter there has been a change in expectations on the shape of the yield curve. Previously expectations were for
steepening in the yield curve, now not so much. This has effected all risk assets (stocks) and also real estate. So currently things feel
better versus a quarter ago because of this general change in sentiment.”
“If you are a core or core-plus investor in today’s market, you are currently underwriting to hold through a recession. If you’re an
opportunity fund trying to buy right now, you’re worried about exiting your investments.”
“Some investors feel they are totally allocated to traditional property types, but are very interested in demographically driven
products like self-storage, student housing, and last-mile logistics.”
“There is greater and greater differentiation in demand from investors. Each demand is unique and capital is being allocated in a
very calculated way.”
“We think investors are having problems putting out money. The buyer/seller gap is very large in the market today.”
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General Conditions
(continued)

Many respondents expressed caution around the late cycle timing, but they also
pointed to a high level of discipline on behalf of equity and debt providers. Lending
standards have remained rigid and underwriting of new deals has been thoughtfully
executed.
“A ‘wait and see’ attitude would characterize the market today with an expectation of an eventual market slowdown.”
“We are concerned and careful, but optimistic that our present economic circumstance will persist.”
“We look around and wonder, where did this increased market discipline come from in this cycle? Is it that we’ve all learned from
the last down-turn? Is it that lenders and capital sources are more conservative? We don’t know the answer, but it's fascinating to
consider.”
“If an investor isn’t looking at a long-term core investment, then they’re asking the question, ‘who can truly add value to my
investments?’ This means they’re examining the operating capability of the company they may invest with. This hasn’t always
happened and is just one of the ways capital is being smarter in this late cycle moment.”
“The specter of interest rates rising is over, so many folks are looking at the market and wondering where we are.”
“Industrial real estate is a great investment, but also one which doesn’t take a great deal of imagination to understand. The markets
have been in equilibrium for the last three years; supply and demand have been keeping pace and growing evenly. With that said,
we believe e-commerce is going to further change this dynamic.”

Exhibit 2
Perspectives on Real Estate Market Conditions
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Asset Values
Respondents suggested that asset values for certain property types may be
approaching peak. The perceived gap between buyer and seller expectations supports
this view.
“The pricing for core assets is staying tight, but the definition of a core investment is tightening. If you’re not within the
‘core-bullseye’, pricing may be coming down slightly.”
“For properties at Main and Main, we’re seeing record prices.”
“This may be controversial, but I think we still have room to grow in terms of asset pricing. You have a situation where
the cost to build new supply is prohibitive and rents are being pushed up as a result of constrained supply. This may not
hold true for all retail property, but most other property types are seeing this dynamic play out.”
“I think we’ve blown through the previous peak in every property type. Even retail, when it’s been rehabilitated in the
media, will reveal an increasing pricing trend.”
“How can you justify buying an office property in today’s market? The price is historically high and the potential tenant
improvements will eat through your return. We don’t see the value at this point in the market.”
“I think asset pricing will continue to increase. As long as our current economic health remains, I see no plateau in
sight.”

Exhibit 3
Real Estate Asset Values
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Capital Markets
Debt and equity are viewed as widely available for quality investments. Despite
plenty of capital flowing into the market, respondents pointed to the discipline
exhibited by lenders as a factor contributing to their market confidence.
“There is as much mezzanine debt out there as you can ask for. Traditional equity players are creating mezzanine
products as they view them to be safer investments at this time in the market.”
“The debt markets have never been more open. Despite the competition, there’s still great discipline among the
lenders.”
“While it’s known that debt is plentiful today, what isn’t being talked about is the fact that some of the larger lenders are
getting a little squeamish. We’ve seen hesitation recently with some of the large groups when looking at deals they
would have rubber stamped last quarter.”
“The commercial banks are aggressively entering new markets. We’re seeing term sheets in unexpected cities for some
of the groups, and totally new products from others. It's a sign of the times when the commercial banks are entering
tertiary geographies and product lines.”
“Let me be really surprising: ‘there’s plenty of debt and equity capital available.’ In a market with disciplined lenders
and equity investors seeking recession-proof investments, you have a stable environment.”

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.)

Elizabeth I. Holland
Abbell Associates

Daniel M. Neidich
Dune Real Estate Partners LP

Richard I. Gilchrist
Irvine Company

Mark E. Rose
Avison Young

Marshall Loeb
EastGroup Properties, Inc.

Robert C. Lieber
Island Capital Group, LLC

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

Anthony E. Malkin
Empire State Realty Trust, Inc.

Michael J. McNamara
John Hancock/Manulife

Frank G. Creamer, Jr.
FGC Advisors LLC

Guy K. Johnson
Johnson Capital Group, Inc.

Peter E. Baccile
First Industrial Realty

John Kilroy
Kilroy Realty Corporation

Alex Klatskin
Forsgate Industrial Partners

Ralph Rosenberg
Kohlberg Kravis Roberts & Co.

Chaim Katzman
Gazit Group USA, Inc.

Eric C. Resnick
KSL Capital Partners

Jonathan J. Ofer
Global Holdings US

Jeff Jacobson
LaSalle Investment Management,
Inc.

Owen D. Thomas
Boston Properties, Inc.
Gerard H. Sweeney
Brandywine Realty Trust
Charles L. Davidson, III
Brookdale Group, The
Richard J. Campo
Camden Property Trust
Douglas M. Pasquale
Capstone Enterprises Corp.
Robert M. Stern
Castle Hill Investors
Mike Lafitte
CBRE
Steven DeFrancis
Cortland
Bradley Razook
CSCA Capital Advisors LLC
John C. Cushman, III
Cushman & Wakefield, Inc.
Jay Epstein
DLA Piper
Dan A. Emmett
Douglas Emmett, Inc.
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Gregory P. Fuller
Granite Properties
Randall K. Rowe
Green Courte Partners, LLC
Edward J. Fritsch
Highwoods Properties, Inc.
Ross Perot, Jr.
Hillwood
Dean Parker
Hinshaw & Culbertson LLP
David R. Weinreb
Howard Hughes Corp., The
Thomas J. Hutchison, III
Hutchison Advisors, Inc.

Matthew J. Lustig
Lazard
Michael Lowe
Robert J. Lowe
Lowe
Eric Bolton, Jr.
MAA, Inc.
Robert R. Merck
MetLife
Kevin J. McMeen
MidCap Financial LLC
Charles R. Brindell, Jr.
Mill Creek Residential Trust, LLC
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James H. Miller
Miller Global Properties, LLC

Michael R. McElroy
Ryan Companies US, Inc.

David L. Ferrero
Mosaic Building Group

Geoffrey Stack
Sares-Regis

Reisa Bryan
Nuveen Real Estate

Glenn A. Shannon
Shorenstein Properties LLC

David Durning
PGIM Real Estate Finance

Marty Burger
Silverstein Properties

Todd Everett
Principal Real Estate Investors

Jeffrey B. Citrin
Square Mile Capital Management
LLC

Peter M. Fass
Proskauer Rose LLP

Jeffrey E. Zabel
Tufts University—Department of
Economics
Thomas W. Toomey
UDR
James Hime
USAA Real Estate
Debra A. Cafaro
Ventas, Inc.
Randal J. Richardson
Vi

Benjamin S. MacFarland, III
SROA Capital

Walker Noland
Virginia Retirement System

Stanley (Skip) Wells
State Street Global Investors

Jason Fox
W.P. Carey, Inc.

John F. Fish
SUFFOLK

Mark Myers
Wells Fargo

Daniel J. Moore
Rockefeller Group International,
Inc.

Anthony Dona
Thackeray Partners

Edward A. Peterson
Winstead P.C.

Richard Ruben
Rubenco

Michael A. Covarrubias
TMG Partners

Jerry L. Starkey
RE Partners International
Richard S. Ziman
Rexford Industrial Realty, Inc.
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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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