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The Real Estate Roundtable Sentiment Index1
The Real Estate Roundtable is pleased to announce the results from the Q3-2017 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 50, a two point drop from the previous quarter. Although most responders for the Q3 report
remain confident and view market fundamentals as strong, their optimism has waned for two straight quarters in
light of the lack of regulatory changes in Washington DC.



While most responders feel market fundamentals are strong, they are experiencing hesitation around decision
making on the part of their tenants/clients. This hesitation is due to uncertainty about market conditions and
trepidation about the new administration in Washington DC.



Most responders feel high quality assets in primary markets are at peak pricing. A few responders suggested asset
prices may be beyond peak. Despite asset pricing being perceived as high, there are many bidders for the highest
quality assets.



Despite the perceived slowing of Chinese capital flowing into the US real estate market, most responders feel equity
capital is widely available. In answer to the lack of construction financing, the debt funds have stepped in to fill the
void.

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 50, a two point drop from the previous quarter. Although
most responders for the Q3 report remain confident and view market fundamentals
as strong, their optimism has waned for two straight quarters in light of the lack of
regulatory changes in Washington DC.
“I think most property types have solid fundamentals. You have some performing better than others; industrial being in great demand
whereas retail is challenged.”
“It seems like we can never get enough multifamily product.”
“I think the real estate cycle is in extra innings. People are asking, how long can this go on? The economy is getting stronger, but
not at a crazy rate.”
“Reactions to our long cycle have been interesting. Blue-chip managers moving to a core and core-plus strategy has been fascinating
to see.”
“Given the way things are going in Washington DC, it feels like we won’t see much regulatory change. That’s probably a good
thing.”
“Capital still wants in, but it feels uncomfortable. There’s nowhere else for the capital to go though, so it deals with the discomfort.”
“After the election, transactions slowed. Trophy assets paused in trading; there was a sense of everyone waiting to see what might
happen next. At this point in the year, it seems like we don’t have much additional clarity. With no certainty of change, people have
picked up and carried on.”
Exhibit 1
The Real Estate Roundtable Senment Index
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General Conditions
(continued)

While most responders feel market fundamentals are strong, they are experiencing
hesitation around decision making on the part of their tenants/clients. This
hesitation is due to uncertainty about market conditions and trepidation about the
new administration in Washington DC.
“I’m not sure where we are in the market cycle, but I know there’s a lot more equity in most deals than we saw last time.”
“What do they say, ‘no cycle dies of old age’, well this one’s trying.”
“We’re seeing cautiousness on the part of our tenants. There’s a reluctance to make long-term decisions; lease terms are set at three
to five years and not longer.”
“Is a really tough time to be a new manager. Unless you’re an established brand, raising capital for funds is really challenging.”
“Generally I’d say the market has slowed. There seems to be a ‘wait and see’ sentiment out there. Pricing is high, and debt is
expensive for all but high quality assets. It makes sense to me that transactions volumes are down.”
“I think the market is in a relatively solid place, but I also think we’re one tweet away from a recession.”
“There was so much exuberance post election, and now the sentiment is that nothing has happened.”
“There doesn’t seem to be much change likely in the near future, but that could all change with one tweet. I also think driving GDP
growth beyond its natural state is concerning. Personally, I’ll take the turtle approach.”

Exhibit 2
Perspecves on Real Estate Market Condions
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Asset Values
Most responders feel high quality assets in primary markets are at peak pricing. A
few responders suggested asset prices may be beyond peak. Despite asset pricing
being perceived as high, there are many bidders for the highest quality assets.
“Pricing really depends on what kind of asset and what geography you’re looking at.”
“For high quality assets in good markets, pricing hasn’t moved and the bidding pool is thinner. By contrast, for high-quality assets
in bad markets, cap-rates are rising.”
“Everyone knows yields are thin, prices are past peak.”
“We think prices are pretty high. It's a great time to sell. So who’s buying? We see the large foreign capital sources when we’re
selling assets.”
“The battle ground in the debt world is the refinancing of stabilized property in stable cities. Life companies, banks and even the
debt funds are all at that table.”
“The amount of capital competing for existing assets is extreme. Most of the interest is from institutional investors with patient
capital. We underwrite some of these high interest generating assets and we can’t see how to make money in the first five years.”
“You can still find some assets that are reasonably priced. They’re in secondary cities, in specific sectors and as the adage goes, it's
location, location, location.”
“In major markets, we’re seeing all-time low cap-rates.”

Exhibit 3
Real Estate Asset Values
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Capital Markets
Despite the perceived slowing of Chinese capital flowing into the US real estate
market, most responders feel equity capital is widely available. In answer to the lack
of construction financing, the debt funds have stepped in to fill the void.
“We’ve seen a meaningful slowing of sovereign capital coming into the US. Regulation in China seems to be slowing capital flow.”
“Joint venture and co-investment partners are plentiful.”
“If you ask me, there’s too much equity out there. There’s no shortage of capital. The foreign capital is ignoring what appear to be
peak prices as they intend to hold for twenty five years at least.”
“There’s a lot of equity available. For the highest quality assets, people are giving money away.”
“There is a quality bar, but if you meet the standard, there is plenty of affordable debt out there.”
“Private lending has been supporting construction.”
“Even with the rumored lack of capital, construction is on. The supply coming on is scary.”
“Aggressiveness in the debt market is helping drive pricing.”
“Private lenders are competing with and winning mandates from large money center banks.”
“For most of our deals, we are seeing three, four or five different lenders at the table. Even construction lending seems to be
available. The debt funds seem to be filling more gaps.”
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.)

Abu Dhabi Investment Authority
Thomas R. Arnold

Colliers International
Robert M. Brierley

Forsgate Industrial Partners
Alex Klatskin

Allianz Real Estate of America
Christoph Donner

CSCA Capital Advisors, LLC
Bradley Razook

GID
Robert E. DeWitt

Armada LLC
Bruce T. Lehman

CSM Corporation
Gary Holmes

Greenberg Traurig, LLP
Robert J. Ivanhoe

AvalonBay Communities, Inc.
Timothy J. Naughton

Cushman & Wakefield
Joseph Stettinius, Jr.

Highwoods Properties, Inc.
Edward J. Fritsch

Avison Young
Mark E. Rose

DePaul University—Real Estate
Center
Charles H. Wurtzebach

Hinshaw & Culbertson LLP
Dean Parker

B.F. Saul Company Hospitality
Group
Mark Carrier

DLA Piper
Jay Epstein

Beekman Advisors, LLC
John Cibinic

Douglas Emmett, Inc.
Dan A. Emmett

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

Duke Realty Corporation
James B. Connor

Boston Properties, Inc.
Owen D. Thomas
Brandywine Realty Trust
Gerard H. Sweeney
Callahan Capital Properties
Timothy H. Callahan
Camden Property Trust
Richard J. Campo
Capstone Enterprises Corporation
Douglas M. Pasquale
Castle Hill Investors
Robert M. Stern
CBRE
Mike Lafitte
Clifford Chance, LLP
Alan L. Gosule
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Dune Real Estate Partners LP
Daniel M. Neidich
EastGroup Properties, Inc.
Marshall Loeb
EDENS
Jodie W. McLean

Hutchison Advisors, Inc.
Thomas J. Hutchison, III
Iron Point Partners, LLC
Tom Lynch
Iron Tree Capital
Scott J. Arnold
Irvine Company
Richard I. Gilchrist
Jack Resnick & Sons
Burton P. Resnick
Johnson Capital Group, Inc.
Guy K. Johnson

Empire State Realty Trust
Anthony E. Malkin

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

EQR
David Neithercut

KHP Capital Partners
Michael Depatie

First Centrum, LLC
Mark L. Weshinskey

Kilroy Realty Corporation
John Kilroy

First Industrial Realty
Peter E. Baccile

Kimco Realty Corporation
Conor Flynn

Forest City Realty Trust
David J. LaRue

KSL Capital Partners
Eric C. Resnick
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Paramount Group, Inc.
Albert P. Behler

Summit Investors, LLC
J. Gregory Winchester

Penzance
Victor Tolkan

Taubman Centers, Inc.
Robert Taubman

Pritzker Realty Group, LLC
Seth Martin

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

Prologis
Chris Caton

The Swig Company
Tomas Schoenberg

Proskauer Rose LLP
Peter M. Fass

TMG Partners
Michael A. Covarrubias

RD Merrill Company
William D. Pettit, Jr.

UDR
Thomas W. Toomey

Mill Creek Residential Trust LLC
Charles R. Brindell, Jr.

Real Estate Partners International
LLC
Jerry L. Starkey

USAA Real Estate Company
James Hime

Miller Global Properties LLC
James H. Miller

Rexford Industrial Realty, Inc.
Richard S. Ziman

Moran & Company
Thomas F. Moran

Rockefeller Group
International/Proskauer Rose
Kevin R. Hackett

LaSalle Investment Management,
Inc.
Jeff Jacobson
Lowe Enterprises, Inc.
Robert J. Lowe
Mack-Cali Realty Corporation
Mitchell Rudin
Majestic Realty Co.
Edward P. Roski, Jr.
MetLife
Robert R. Merck
MidCap Financial LLC
Kevin J. McMeen

National Association of Realtors®
Steve Brown
Nokia
Victor A. Del Pizzo
Northwood Investors
John Z. Kukral
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Shorenstein Properties LLC
Glenn A. Shannon
State Street Global Advisors
Skip Wells

USC-Lusk Center for Real Estate
Stan Ross
Virginia Retirement System
Walker Noland
Wells Fargo
Mark Myers
WinnCompanies
Gilbert Winn
Stephen R. Blank

Suffolk
John F. Fish
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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

© 2017, 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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