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The Real Estate Roundtable Sentiment Index1
The Real Estate Roundtable is pleased to announce the results from the Q3 2020 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 values.

Topline Findings
◼

The Q3 2020 Real Estate Roundtable Sentiment Index registered a score of 42, an increase of four points from the
second quarter of 2020. Many respondents expressed optimism about future market conditions as they feel current
market conditions are the result of the COVID-19 pandemic, as opposed to poor underlying market fundamentals.
However, until a vaccine or treatment is released and the general populace regains its confidence, responders felt the
market would stay in its current challenged state.

◼

Survey responders expect a challenging market for at least the next six to nine months while a vaccine is created,
tested, and distributed. Assuming a vaccine is released, most responders assume the market will be in recovery by
this time next year.

◼

Transaction volume has been down since the beginning of the COVID-19 pandemic in most markets. Anticipated
asset price discounts for most property types have yet to materialize as property owners are not willing to capitulate
to market pressures if they can keep hold of their assets until a post-vaccine market.

◼

Many responders described the capital markets as open, but challenging to access. Construction and permanent
financing options have increased since the beginning of the pandemic, but are still selective relative to the projects
they will finance. Institutional equity has continued to enter the market where it has an existing relationship with a
manager; otherwise, investors are reluctant to enter the market at this time.

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 2020 Real Estate Roundtable Sentiment Index registered a score of 42, an increase of
four points from the second quarter of 2020. Many respondents expressed optimism about
future market conditions as they feel current market conditions are the result of the COVID-19
pandemic, as opposed to poor underlying market fundamentals. However, until a vaccine or
treatment is released and the general populace regains its confidence, responders felt the
market would stay in its current challenged state.
“We think there needs to be clarity around a go-forward plan before we have improvement in the market. By that we mean clarity on when we
can expect a viable vaccine and the logistics in place to deliver it. We’ve told our employees: you need to be mentally and emotionally prepared
for the current circumstances to persist until the end of this year and into next year too.”
“I think the market is still really challenging. Most companies have put new strategies, investments and dispositions on pause. There’s not a lot
of activity. You’re having to create activity and on the rare occasion when there’s an attractive transaction, you’re seeing a lot of competition
for it.”
“We aren’t going to see a turnaround in the market until there is a vaccine and people can get back to a more normal way of life. When business
travel picks up and people meet face to face again, we’ll see the market respond very positively.”
“The day of the open floor plan may have gone by the wayside. The result is, you may need more space than you did before. Long term, I’m
optimistic about the office market, but short term, it looks very challenging.”
“We don’t expect anything approaching normalcy until next spring or summer. If you do not have the medical breakthrough which yields a
vaccine, you settle into the funky new normal and it’s a much slower recovery.”
“If you look at history, it’s important to note that the Roaring Twenties followed the 1918 flu pandemic. After a global crisis, and after a
domestic lockdown, you cannot underestimate the pent up demand that will exist once people feel safe. I think a lot of people will invest on this
bet.”
“If we get a vaccine in the first quarter of next year, which seems possible, we will start seeing a positive change in the second quarter of 2021.
By the end of 2021, things will have picked up dramatically. For the moment, we expect a stagnation of the current situation for the next nine
months.”
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General Conditions
(continued)

Survey responders expect a challenging market for at least the next six to nine months while a
vaccine is created, tested, and distributed. Assuming a vaccine is released, most responders
assume the market will be in recovery by this time next year.
“We don’t think there is one homogenous real estate market right now. For example: hospitality, senior housing and, shopping centers are
severely impacted; we believe there will be significant price corrections for these property types. The uncertainty around demand, pricing, and
the true volume of distress for these property types is contributing to the frozen transaction market. Multifamily and net-lease assets, on the
other hand, are holding up well.”
“I don’t think people have been as focused as usual on the impending elections in November, but our national response to COVID-19 may have
damaged the economy. This fact has people angry and they want to blame someone, which we think is bringing the election into focus for many
people.”
“So much money has left the alternatives market for savings and money market accounts. This retrenchment is fear-based and we think that
once there is clarity on when you can successfully re-open and when vaccinations are available, we will see a change in behaviors. The money
is going to come back in, and we think it will be a great thing for the alternatives space.”
“There’s not a lot of property on the market which is worth paying attention to. It’s very hard to do business in this environment.”
“Urban centers are tough from a performance perspective right now. Many of our expectations around the performance of assets in gateway
cities need to be revisited.”

“We see two versions of the future. In the version with no vaccine we anticipate a very long overhang of vacancies, a slow recovery and tepid
job growth. This first scenario feels like a two to five year recovery. In the second version, a vaccine is successful and the record pent-up
demand is released, which creates a record recovery.”
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Asset Values
Transaction volume has been down since the beginning of the COVID-19 pandemic in most
markets. Anticipated asset price discounts for most property types have yet to materialize as
property owners are not willing to capitulate to market pressures if they can keep hold of their
assets until a post-vaccine market.
“Our pre-COVID-19 asset value assessments are out the window. In some markets, there is no market for selling an asset; the buyers just aren’t
there, even for cash flowing assets in good locations.”
“Sellers want to offer a three percent discount on pricing while buyers want to see a 10 - 20 percent discount. This all equates to a market which
isn’t seeing much in the way of transaction volume. We’re holding on selling assets until the market starts to normalize.”
“To get back to 2019 levels of health for the hotel market, you’re going to have to wait until 2023, at least. You would think there would be
opportunities to invest in distressed situations as a result, but we haven’t seen as many as you would expect.”
“We haven’t seen major discounts to performing assets yet, certainly not in the 20 percent range which buyers seem to think they can achieve. If
you believe there is going to be a vaccine and the stock market is at all-time highs, why would you not wait six to 12 months and then assess
whether or not you engage in the market.”
“Multifamily assets are pricing five to eight percent lower than our pre-COVID-19 expectations. Rents have come down two to eight percent since
the beginning of the year. There will be concessions in the market, but we think the overall market will be stabilized at this new lower level.”

“If we were to generalize, we are seeing somewhere between a 20 - 25 percent discount for hospitality assets, and a 10 - 15 percent discount on
retail assets. Multifamily assets seem to be down five to seven percent, but in some markets apartments are already at pre-COVID-19 rates as
occupancy has stayed high.”

Exhibit 3
Real Estate Asset Values
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Capital Markets
Many responders described the capital markets as open, but challenging to access.
Construction and permanent financing options have increased since the beginning of the
pandemic, but are still selective relative to the projects they will finance. Institutional equity
has continued to enter the market where it has an existing relationship with a manager;
otherwise, investors are reluctant to enter the market at this time.
“Access to debt of any kind in the market is difficult for office and hospitality properties. We were pursuing a lot of development, but now we will
focus on existing asset acquisition because financing is so challenging. I don’t know of any lender who’s financing new construction in the office
market.”
“It’s challenging to navigate the debt market right now, but there is plenty of capital available. For floating rate loans, the terms may have floors
included, but the capital is there.”
“Construction lending is still occurring. Quality projects with sound business plans are getting financed.”
“The market is choppy and chaotic right now. It’s difficult to make estimates about what’s going to happen in the future and therefore hard to price
assets appropriately.”
“The debt markets have been loosening up a bit, but they’re still difficult and if the debt is there it’s more costly.”
“The money supply in capital markets has increased in the last 90 days. We call this a crisis with liquidity, as opposed to the Great Recession,
which was a crisis without liquidity. Whether it is the lenders or new fund vehicles which have formed, the dry powder has to be put to work. A
lot of this capital has found its way into commercial real estate.”
“Institutional investors are engaged where there’s an existing relationship. Investors who are new to a vehicle can’t underwrite a new investment.”

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.)

Rudy Prio Touzet
Banyan Street Capital

Jana Cohen-Barbe
Dentons US LLP

Theodore J. Klinck
Highwoods Properties, Inc.

Henry Chamberlain
Shelby Christensen
BOMA -Building Owners & Managers
Association Intl.

A. William Stein
Digital Realty Trust

Ross Perot, Jr.
Hillwood

Jay Epstein
DLA Piper

JD Sitton
Hines

Dan A. Emmett
Douglas Emmett, Inc.

Dean Parker
Hinshaw & Culbertson LLP

James B. Connor
Duke Realty Corporation

Thomas J. Hutchison, III
Hutchison Advisors, Inc.

Daniel M. Neidich
Dune Real Estate Partners LP

Mark O. Decker, Jr.
Investors Real Estate Trust

Marshall A. Loeb
EastGroup Properties, Inc.

Scott O. Jones
Jacobs

Anthony E. Malkin
Empire State Realty Trust, Inc.

Howard Silver
Jernigan Capital

Brian Finerty
Equity International

Michael J. McNamara
John Hancock/Manulife

Frank G. Creamer, Jr.
FGC Advisors LLC

Guy Johnson
Johnson Capital Group, Inc.

Peter E. Baccile
First Industrial Realty

Geordy Johnson
Johnson Development Associates, Inc.

Alex Klatskin
Forsgate Industrial Partners

Conor Flynn
Kimco Realty Corporation

Thomas Gilbane
Gilbane Building Company

Ralph Rosenberg
Matt Salem
KKR

Owen D. Thomas
Boston Properties
Richard B. Clark
Brookfield Property Partners
Richard J. Campo
Camden Property Trust
Douglas Pasquale
Capstone Enterprises
Robert Stern
Castle Hill Investors
Mike Lafitte
CBRE
Thomas M. Flexner
Citigroup
Alan Gosule
Clifford Chance LLP
Timothy G. Wallace
Community Healthcare Trust, Inc.
Steven DeFrancis
Cortland
Chuck Lee
Credit Suisse Securities (USA) LLC
Bradley Razook
CSCA Capital Advisors LLC
John C. Cushman, III
Cushman & Wakefield, Inc.
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Randall K. Rowe
Green Courte Partners LLC
Robert Ivanhoe
Greenberg Traurig LLP

Jeff Jacobson
LaSalle Investment Management, Inc.
Matthew J. Lustig
Lazard

Gregory Leadholm
Heitman
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Denis Hickey
Lendlease Americas, Inc.

Peter Fass
Proskauer Rose LLP

Skip Wells
State Street Global Advisors

Robert J. Lowe
Lowe

Jerry Starkey
RE Partners International

John F. Fish
Suffolk

Kevin McMeen
MidCap Financial LLC

Howard Schwimmer
Richard S. Ziman
Rexford Industrial Realty, Inc.

Damian Manolis
Swift Real Estate Partners

Charles R. Brindell, Jr.
Mill Creek Residential Trust LLC
James H. Miller
Miller Global Properties
Thomas F. Moran
Moran & Company
Chris McEldowney
New York Life Real Estate Investors

Daniel J. Moore
Rockefeller Group International, Inc.
JR Pearce
Sacramento County Employees’
Retirement System
Geoffrey Stack
SARES/REGIS Group

John Z. Kukral
Northwood Investors

Glenn A. Shannon
Brandon Shorenstein
Shorenstein Properties LLC

Reisa Bryan
Nuveen Real Estate

Marty Burger
Silverstein Properties

Albert P. Behler
Paramount Group, Inc.

David Lukes
SITE Centers Corporation

William Lindsay
PCCP

Jeffrey B. Citrin
Square Mile Capital Management LLC

Bryan McDonnell
PGIM Real Estate

Benjamin Butcher
STAG Industrial, Inc.

John T. Thomas
Physicians Realty Trust

Michael P. Glimcher
Starwood Retail Partners

Todd Everett
Principal Real Estate Investors
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Gregg Gerken
TD Bank
Michael A. Covarrubias
TMG Partners
Greta Guggenheim
TPG Real Estate Finance Trust
Robert Duncan
Transwestern
Jeffrey Zabel
Tufts University—Department of
Economics
Thomas W. Toomey
UDR
Gary M. Tischler
Vanbarton Group LLC
Walker Noland
Virginia Retirement System
Clifford Smith
William E. Simon Graduate School of
Business
Gilbert Winn
WinnCompanies

© 2020, FPL Advisory Group LLC

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

© 2020, 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.

9

© 2020, FPL Advisory Group LLC

