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The Real Estate Roundtable Sentiment Index1
The Real Estate Roundtable is pleased to announce the results from the Q4-2017 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 Q4 index came in at 53, a three point increase from Q3. Despite the fact that fundamentals continue to hold
strong, the commercial real estate industry appears to have entered a period of caution driven by concerns regarding
cycle timing.



Most do not expect current real estate market conditions to change materially in the near-term. That said, the
industry is closely watching proposed tax reforms and reserving predictions for the coming year until greater clarity
is achieved.



High quality assets in core, urban locations continue to be aggressively priced. That said, many still suggest that
there are good deals to be found. More broadly, real estate pricing is still seen as attractive relative to other asset
classes.



Many respondents cite difficulty sourcing new equity commitments from limited partners. While this has always
been perceived as a challenging undertaking, the market’s wariness of cycle timing is exacerbating the difficulty.

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 53, a three point increase from Q3. Despite the fact that
fundamentals continue to hold strong, the commercial real estate industry appears to
have entered a period of caution driven by concerns regarding cycle timing.
“I think everyone feels like conditions are generally good in the market but there’s a lot of angst about when it will end. Everyone’s
been through it, we all know it ends, and we’re seeing a cautious approach this time around.”
“It’s a healthy, vibrant market. That said, we’re proceeding with more caution to quickly respond to any changes in the market.”
“The fears out there are slightly overblown. People are pulling back assuming we’re at the end of the cycle. The Global Financial
Crisis means we have better risk mitigants in place and better sensitivity to poor fundamentals; the industry has been more
disciplined this cycle.”
“It may not be real estate that ends it this time. Credit and new construction aren’t out of whack. Nothing major seems to be awry.”
“Everyone seems to be nervous without any understanding of why they should be.”
“I’m not predicting the market is going to fall off a cliff, but you have to recognize we’re late in a cycle. The big difference this
brings is the increased requirement for operating professional resources. You can’t just buy in a good market and watch value rise;
you need to work the asset to achieve the yield you want. This means more human resources are required.”
“It has surprised us how long this cycle has lasted.”
“I’m seeing a really neat trend of secondary and tertiary asset classes (self-storage, medical office, etc.) getting more attention from
investors chasing yield. These areas of the market are getting institutionalized as a result, which is great.”

Exhibit 1
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General Conditions
(continued)

Most do not expect current real estate market conditions to change materially in the
near-term. That said, the industry is closely watching proposed tax reforms and
reserving predictions for the coming year until greater clarity is achieved.
“I think we’re looking at an environment that will likely stay close to the same in the near future. Let’s see what happens with
changes to the tax code - changes there, or any lack of changes, will affect everything.”
“Uncertainty with respect to achieving policy initiatives underway in DC (tax reform) is a wild card.”
“Comprehensive tax reform has the potential to materially change the near-term investment performance of the multifamily sector.”
“I think we keep seeing more of the same in this market, assuming the world holds together, which is a huge assumption.”
“In our industry, the tenants have realized they have greater leverage as a result of where they perceive us to be in the cycle. They
are more cautious, looking at shorter term obligations and trying to extract the greatest quantity of concessions.”
“Look, if you’re in the real estate business and you aren’t having fun right now, you shouldn’t be in the business.”
“We’re not panicking or predicting any immediate change in the market; we just realize the next five years can’t mirror our last five
years in terms of growth and positive momentum.”
“Rent has recovered on an absolute basis, so you’ve seen extraordinary growth relatively speaking (since the recession), but we’re
still behind historical rates.”

Exhibit 2
Perspecves on Real Estate Market Condions
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Asset Values
High quality assets in core, urban locations continue to be aggressively priced. That
said, many still suggest that there are good deals to be found. More broadly, real
estate pricing is still seen as attractive relative to other asset classes.
“We’ve made investments in this market, but we’ve really focused on clearing out our portfolio. We think it’s better to be a seller in
our space.”
“Our theory: pricing may be higher than we’d like, but we chose to invest in markets where people want to move and live. Those
markets, even during the downturn, fared well and have outperformed the last peak already.”
“Stable, quality assets in core, urban markets are seeing very little pricing change. Debt is plentiful, which is driving the availability
of equity.”
“I hear a lot of noise about how high pricing is, but when you look at it relative to ten year treasuries, it isn’t that bad. I suppose you
could say it feels expensive, but it’s relative.”
“All assets, not just real estate, are at the more enthusiastic side of the spectrum.”
“Values keep going up. Our portfolio is experiencing incredible growth on a nearly quarterly basis as a result of how pricing is
moving.”
“Asset pricing of the best assets is holding strong. Maybe softening for assets not down the fairway for investors. If you own a
great, class-A asset in a top market, you’ll be priced close to perfection. Pricing will be more challenging for class-B assets,
irrespective of what market you’re in.”
“I think one of the major challenges in the real estate market today is the tremendous amount of capital in the system.”
Exhibit 3
Real Estate Asset Values
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Capital Markets
Many respondents cite difficulty sourcing new equity commitments from limited
partners. While this has always been perceived as a challenging undertaking, the
market’s wariness of cycle timing is exacerbating the difficulty.
“There is broad availability of debt and equity in the market today. What is harder is raising equity for commingled fund strategies.”
“LPs are very concerned about where we are in the cycle. They are very sector specific and cautious with new commitments.”
“Equity sources have a more influential seat at the table.”
“There are more shadow lenders now. You start to feel bad for the banks with all the regulatory pressures they have to endure. But
even with all the new sources of financing, we still aren’t getting excessive, and it’s a reason why real estate won’t likely be the
reason for the next correction.”
“Debt continues to be plentiful. Real estate debt funds and investment management houses are lending more to the real estate
industry than they used to.”
“The argument that there is no construction lending is not true. One year ago, you were in the teeth of it. Now some of the scarcity
has relaxed. Funds moving into the construction lending space means there are plenty of avenues for construction financing.”
“What is less available, in terms of debt and equity, is out on the risk spectrum. One reason you see less supply of new product,
despite the demand, is the lack of available, affordable construction financing.”
“We think banks are still playing games. If you get the word ‘construction’ involved in a conversation, no matter what the context,
your financing gets more expensive.”
Exhibit 4
Availability of Capital
% of respondents
Much worse

Somewhat worse

About the same

Somewhat be#er

Today vs. One Year Ago

Equity

14%

Debt

24%

0%

6

55%

20%

40%

One Year From Now vs. Today

23%

37%

32%

60%

Much be#er

80%

7%

Equity

7%

Debt

100%

25%

55%

29%

0%

20%

52%

40%

60%

16%

15%

80%

100%

© 2017, FPL Advisory Group LLC

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

Abbell Associates
Elizabeth I. Holland

CBRE
Mike Lafitte

Forest City Realty Trust
David J. LaRue

Abu Dhabi Investment Authority
Thomas R. Arnold

Clifford Chance, LLP
Alan L. Gosule

Forsgate Industrial Partners
Alex Klatskin

Alpha Investment Partners
S. Bradford Child

CSCA Capital Advisors, LLC
Bradley Razook

GID
Robert E. DeWitt

Armada LLC
Bruce T. Lehman

CSM Corporation
Gary Holmes

Green Courte Partners, LLC
Randall K. Rowe

AvalonBay Communities, Inc.
Timothy J. Naughton

Cushman & Wakefield, Commerce
Alison Beddard

Highwoods Properties, Inc.
Edward J. Fritsch

Avison Young
Mark E. Rose

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

Himmel + Meringoff Properties,
Inc.
Leslie W. Himmel

B.F. Saul Company Hospitality
Group
Mark Carrier

DePaul University—Real Estate
Center
Charles H. Wurtzebach

Hinshaw & Culbertson LLP
Dean Parker

Beekman Advisors, LLC
John Cibinic

DLA Piper
Jay Epstein

Iron Point Partners, LLC
Tom Lynch

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

Douglas Emmett, Inc.
Dan A. Emmett

Iron Tree Capital
Scott J. Arnold

Dune Real Estate Partners LP
Daniel M. Neidich

Irvine Company
Richard I. Gilchrist

EastGroup Properties, Inc.
Marshall Loeb

Island Capital Group, LLC
Robert C. Lieber

EB5 Capital
Angelique Brunner

Johnson Capital Group, Inc.
Guy K. Johnson

Empire State Realty Trust
Anthony E. Malkin

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

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. Stem
CBL & Associates Properties, Inc.
Stephen D. Lebivitz
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Equity Residential
David Neithercut
FGC Advisors, LLC
Frank G. Creamer, Jr.
First Centrum, LLC
Mark L. Weshinskey

Kilroy Realty Corporation
John Kilroy
LaSalle Investment Management,
Inc.
Jeff Jacobson
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Lowe
Michael H. Lowe

Proskauer Rose LLP
Peter M. Fass

TMG Partners
Michael A. Covarrubias

Lowe
Robert J. Lowe

Real Estate Partners International
LLC
Jerry L. Starkey

UDR
Thomas W. Toomey

Lowe Enterprises Investors, LLC
Bleecker P. Seaman, III
MetLife
Robert R. Merck
MidCap Financial LLC
Kevin J. McMeen
Mill Creek Residential Trust LLC
Charles R. Brindell, Jr.
Miller Global Properties LLC
James H. Miller
Moran & Company
Thomas F. Moran
National Association of Realtors®
Steve Brown
Northwood Investors
John Z. Kukral
Penzance
Victor Tolkan

Rockefeller Group
International/Proskauer Rose
Kevin R. Hackett
Rose Associates, Inc.
Amy Rose
SROA Capital
Benjamin S. Macfarland, III
State Street Global Advisors
Skip Wells
Suffolk
John F. Fish
Summit Investors, LLC
J. Gregory Winchester
TD Bank
Gregg Gerken
The Brookdale Group
Charles L. (Chip) Davidson, III
The Pauls Corporation
William B. Pauls

USAA Real Estate Company
James Hime
USAA Real Estate Company
Willard McIntosh
USC-Lusk Center for Real Estate
Stan Ross
Veritas Investments Inc.
Yat-Pang Au
Vici Properties REIT
Edward Pitoniak
Wells Fargo
Mark Myers
Wells Real Estate Funds
Leo F. Wells, III
William E. Simon Graduate School
of Business
Clifford W. Smith, Jr.
WinnCompanies
Gilbert Winn
David L. Ferrero
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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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