








BEN Future investment opportunities

Feri PFR holds information on 3,200 investors including; pension,
insurance, endowment and sovereign wealth funds, with a
market value of €18.3 trillion. Top-down market sizing exercises
by Feri PFR have seen the estimated value of the global investor
market rise to a figure closer to €26 trillion.

Figure 5:

The pension fund universe is by far the most significant source
of capital to the global real estate market (Figure 5). Feri PFR
estimates that the pensions market could have invested over €1
trillion in real estate. North American and European funds are
currently the most active investors.

Figure 6:

Feri PFR research into future real estate investor trends has
identified that pension funds will remain the largest net
investors in real estate over the medium term, with many funds
planning to increase their allocations. In fact, forecasts for the
North American and European markets suggest that they will
increase their combined real estate assets under management by
over €500 billion in the next five years.

Table 3 shows the top ten European countries, by pension assets,
and how these are expected to grow their real estate allocations
over the next five years. In Europe the mature pension fund

markets will continue to be the most significant investors in
real estate with UK pensions seeing the largest growth in real
estate assets with an increase of €46 billion. Other significant
net investors are the Nordic countries with a combined growth
in assets of over €14 billion. Switzerland has had the highest
allocation to real estate in Europe for many years and this level
is likely to continue, hence the relatively low expectation for
growth in that market.

Table 3: Pension fund real estate asset growth 2009-2015

Growth in
property
assets (€bn)

Country

Property Property
allocation | assets 2015
2015 (€bn)

UK 10.00%
8.00%
8.00%

10.00%
6.00%

18.00%

10.00%

Spain 4.00%

Italy 3.00%

10.00%

Sweden
Germany
Netherlands
France
Switzerland

Denmark

Norway

Source: Feri PFR, Watson Wyatt, IMF, UN Population
Division, 2009

European investment market analysis - vehicle ‘hot spots’

As pension funds have significant amounts of money to invest

in real estate, Feri PFR has attempted to analyse the existing
unlisted and listed vehicle markets and forecast where new
investment products should be targeting within Europe. The
research identified the direct markets that have had an under-
supply of investment vehicles (under-supply is defined as being a
low percentage of institutional investment grade property held
in listed, or targeted by current unlisted, funds).

At the aggregated level, the analysis of the investment market
shows that the European market has an under-supply of funds
that target the industrial sector (see Table 4) with only 8.81% of
the total European industrial stock held or targeted by funds.
However, there are significant variations in supply at the country
level of the analysis. Other under-invested areas are Belgium
retail and office markets, central Europe retail, Ireland, Denmark
and Switzerland retail and office.

Table 4: European commercial investment market

Unlisted % of
(€bn) total stock

137,685 16.69%
94,435 14.76%
95,451 8.81%

Investable
universe (€bn)

1,606,393
1,281,720
1,311,624

European
sector

Retail

Office

Industrial

Source: PFR, DTZ Research, EPRA, Macquarie Securities 2009
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BB M Ancther year of significant declines in assets under management

Feri PFR has just completed its fifth UK Fund Manager Survey. 2008, for those managers that took part in both surveys. The top
This year, 59 fund managers took part (one more than last year), three fund management houses have maintained their position, with
accounting for £129 billion in total assets under management. This Aviva Investors, PRUPIM and Standard Life taking the first, second
represents a 32% decline in assets compared to those recorded in and third positions respectively by total assets under management.

Table 5: Top 10 vehicle managers by total GAV of vehicles under management

Rank 2009 Rank 2008 Manager Total GAV £m % Change

1 1 Aviva Investors 8,792.00 -31.81

2 2 Standard Life 6,368.00 -44.70

3 3 Henderson Global Investors 3,771.00 -30.17

4 4 Schroder Property Investment Management Limited 3,674.90 -31.82

5 5 Legal & General Property Limited 3,621.00 -21.71

6 7 RREEF 2,634.00 -17.89

7 6 ING Real Estate Investment Management 2,301.75 -38.50

8 9 UBS Global Asset Management (UK) Ltd 1,775.80 -28.98

9 n/a Brandeaux Managers Limited 1,709.00 n/a

10 12 BlackRock 1,682.90 -24.94
52 vehicle managers responded to the survey with a combined fund The UK’s ten largest funds have a combined gross asset value of £13.4
asset value of £61 billion, with the top ten vehicle managers shown billion, which is a decline of 35% compared to last year's figures.
in Table 5. This translates into a 30% decline in total value of vehicles Table 6 shows the ten largest funds by gross asset value.

under management for fund managers that responded in 2008.

Table 6: UK’s 10 largest indirect real estate funds

Rank | Rank | Vehicle name Manager name GAV (£m)
2009 | 2008 2009

1 3 Hercules Unit Trust Schroder Property Managers (Jersey) 1,653
2 5 BlackRock UK Property Fund BlackRock (Channel Islands) 1,636
3 2 Standard Life Pooled Pension Property Fund Standard Life Investments 1,489
4 1 Mall Fund Aviva Investors 1,469
5 6 UBS Triton Property Fund UBS Global Asset Management (UK) 1,360
6 9 Arlington Business Parks Partnership Legal & General Property 1327
7 4 Aviva Investors Property Trust Aviva Investors 1,303
8 7 Standard Life Investments UK Shopping Centre Trust Standard Life Investments 1131
9 8 Schroder Exempt Property Unit Trust Schroder Property Investment Management 1,125
10 n/a Unite UK Student Accommodation Fund The Unite Group 894
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Feri Property Funds Research provides bespoke research and consultancy services. Clients include fund managers, institutional investors and private
equity firms. Our research capabilities include analysis of the global direct and indirect markets. We also offer subscription access and research
support to our global online Feri Property Funds Research products which describe the major investment vehicles (unlisted collective investment
schemes), sources of capital (investors including pension funds, insurance funds and charities) and investment managers.

For more information about our services and the research featured in this report please contact Jane Fear on +44 (0)118 958 5848,
or jf@propertyfundsresearch.com.
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