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The second half of 2009 started off with solid gains in both global real estate stocks and 
the broad market. Every major market posted gains in the month. The UBS Investors 
Index of real estate stocks produced a positive total return of 8.9% in the month while 
the MSCI World Equity Index of broad-market stocks was up 7.4%. (All returns are 
stated in local currencies.) Year-to-date, global real estate stocks are up 3.0% versus a 
positive return of 13.0% in the broad global equity market.  
 
 

  

U.S. again positive 
 
 
 
 
 
 
 

And are the other regions 
 
 
 
 
 
 
 

U.S. REITs returned to positive performance in July, up 10.6%, and with all subsectors 
in positive territory. Health care REITs led the way, with analysts thinking that they may 
do relatively well as the health care industry is reorganized. Office and lodging 
companies were helped by the perception that the economy may be moving closer 
toward recovery. Second quarter earnings are generally meeting or exceeding analysts’ 
expectations. U.S. home prices rose for the first time since mid-2006. The level of short 
sales increased slightly, and remains at a relatively high level.  
 
U.K. real estate companies were up 11.7%. While the U.K. economy remains very 
weak, negative economic indicators were offset by better than expected retail sales 
volume and generally more positive comments from the public companies’ quarterly 
reports. Segro completed a 250 million GBP equity raise to complete its purchase of 
Brixton. Continental European real estate stocks were up 10.9%. Reporting companies’ 
results are generally in line with analysts’ expectations thus far, with increases in rents 
still being reported due to indexation. Reported asset values are declining as expected. 
Shopping center investor Deutsche Euroshop raised EUR 67 million this month in an 
equity issuance.   
 

-15%

-10%

-5%

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

50%

55%

Singapore United
Kingdom

Continental
Europe

United States Hong Kong GLOBE Canada Australia Japan

July 2009 YTD 2009

                                                           
1 All Index returns for Global Real Estate Companies are expressed in the UBS Investors Index (local currency, gross dividends) or its sub-indexes. 
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Australian real estate stocks were up 2.4%. After a quarter filled with equity raising, 
there was no equity raising in Australia in July, although Dexus had a small bond 
issuance ($160 million USD).  We believe that most of the larger A-REITs have 
recapitalized and are ready for expansion if the opportunity arrives. Japanese real 
estate stocks rose 2.1%. Rents and occupancy levels continue to decline across the 
main rental property classes; condominium sales, however, are higher. There was more 
news of the possibility of a Public-Private Joint Venture Fund to provide REITs with 
liquidity and help them meet refinancing obligations.  
 
Hong Kong real estate stocks were up 9.1% in July. Office rents are still falling, but the 
pace is slowing; the same is true in exports. Retail sales and tourism are weak, but the 
residential market is seeing some strength. REITs in Singapore gained 14.2%, tracking 
the broad market in Singapore. Property transactions were reasonably active in the 
period, and housing data is positive.  
 

Economics and Fundamentals 
 
 
 
 
 
 
 
 
Earnings meeting or beating 
estimates 

The world economy is well into recession, with many economists believing that the 
bottom is close at hand; a recovery is anticipated in 2010. Recent estimates have 
improved for most economies compared with projections made earlier in the year. 
Economists’ projections remained stable in July, with global GDP estimated to fall by 
2.6% in 2009 and then grow by 2.0% in 2010. Consumption is expected to follow the 
same path, down 1.0% in 2009 and then up 1.3% in 2010. 
This recovery improves the property sector outlook, but actual growth in this cycle-
lagging economic sector will not begin for several additional quarters, after the overall 
economy is well on its way to recovery.  
 
The bulk of global real estate companies reporting their second quarter results are 
meeting or exceeding analysts’ projections. We expect earnings will fall this year and 
next, with declines of 4% or so in each year. Earnings recovery should commence in 
2011. We emphasize that we expect most public real estate companies to continue to 
be profitable in absolute terms and continue to maintain adequate financial flexibility
during this period. 
 

Valuation 
 
 

Based on our estimates of Net Asset Value, global real estate companies, as a group, 
are selling at a premium of a little more than 10% to the value of their real estate assets 
today. Real estate company dividend yields are quite high on both an absolute and 
relative basis versus yields in the broader equity and debt markets today.  
 
Along with the stabilizing economies, the most encouraging factor this year in the 
environment for global real estate companies is the reopening of the capital market. 
More than $40 billion USD of new public equity has been raised by nearly a hundred 
global real estate companies since the first of the year. New debt placement is difficult to 
quantify, but we believe it exceeds $15 billion USD so far in 2009 for public real estate 
companies worldwide. This access to new capital is improving the stability of the public 
real estate industry and should enhance its competitiveness as attractive properties 
begin to come available in the next two-to-three years. 
 

Global Real Estate Securities vs. 
Global Equities  
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Outlook 

 
We believe that the great majority of companies that are going to reduce their dividend 
rates have done so. Current dividend yields continue to be attractive compared with the 
current return on most investment alternatives. The prices of real estate stocks are not 
excessive compared with the value of their real estate assets, and we think these values 
will increase as the economy improves.  While earnings are declining today, these 
declines are not dramatic, and we expect earnings will begin to increase in 2011 and 
beyond.  
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This publication has been produced by LaSalle Investment Management Securities ("LIMS"), which is regulated by the U.S. Securities and Exchange Commission. 
 
This publication is confidential and intended for current clients of LIMS, broker-dealers and professional institutional advisors only and is not to be provided to other persons.  This publication does not constitute an offer to sell, or the solicitation 
of an offer to buy, any securities or any interests in investment funds advised by, or the advisory services of, LIMS. This publication has been prepared without regard to the specific investment objectives, financial situation or particular needs of 
recipients.  No legal or tax advice is provided. Recipients should independently evaluate specific investments and trading strategies. By accepting receipt of this publication, the recipient agrees not to distribute, offer or sell this publication or 
copies of it and agrees not to make use of the publication other than for its own general information purposes.   
 
The views expressed in this publication represent the opinions of the persons responsible for it as at its date, and should not be construed as guarantees of performance with respect to any investment.  LIMS has taken reasonable care to 
ensure that the information contained in this publication has been obtained from reliable sources but no representation or warranty, express or implied, is provided in relation to the accuracy, completeness or reliability of such information.   LIMS 
does not undertake and is under no obligation to update or keep current the information or content contained in this publication for future events. 
 
The forecasts contained in this publication are generated from a range of statistical techniques, including econometric models. They are subject to errors stemming from three main sources: measurement and statistical error which relate to raw 
data and the econometric model, as well as error arising from assumptions regarding the future behavior of explanatory variables. As a result, we place greater emphasis on trends and turning points than on precise values. Please note that the 
forecasts do not include the impact of any commissions, fees or other charges that may be payable. 
 
Past performance is not necessarily indicative of future results.  In addition the price and/or value of and income derived from any particular investment may vary because of changes in interest rates, foreign exchange rates, operational or 
financial conditions.  Investors may therefore get back less than originally invested.  Furthermore, these investments may not be eligible for sale in all jurisdictions or to certain categories of investors. 
 
LIMS does not accept any liability in negligence or otherwise for any loss or damage suffered by any party resulting from reliance on this publication.  
 
© 2009 LaSalle Investment Management.  All rights reserved.  No part of this publication may be reproduced by any means, whether graphically, electronically, mechanically or otherwise howsoever, including without limitation photocopying and 
recording on magnetic tape, or included in any information store and/or retrieval system without prior written permission of LaSalle Investment Management.    
 

  

About LaSalle  LaSalle Investment Management (Securities) is a leading real estate securities 
investment manager for pension funds, institutional and retail investors around the 
globe. With more than 24 years’ investment experience and professionals located in 
North America, Europe, and Asia, the firm has $5.0 billion of assets under management 
in listed real estate securities (as of June 30, 2009), including US, European and Global 
mandates. LaSalle Investment Management (Securities) is LaSalle Investment 
Management’s specialist securities division and as such benefits from the resources of 
both LaSalle Investment Management and Jones Lang LaSalle.  
 

LaSalle Investment Management is one of the world’s leading real estate investment 
managers with approximately $41.1 billion of public and private property assets under 
management across Europe, North America and Asia Pacific (as of 4Q08). The firm 
employs 650 real estate professionals (735 employees in total) in 24 offices worldwide, 
including a 27-strong industry-leading strategy and research team. 
 
LaSalle Investment Management is a wholly owned but operationally independent 
division of Jones Lang LaSalle, a publicly-traded global real estate services provider.  
 

    
 

Comments to Todd Canter Global Strategist +852 3182 5338 todd.canter@lasalle.com  
Jim Ulmer            National Director     +1 410 878 4854       jim.ulmer@lasalle.com
Patrick Elliott Vice President +852 3182 5337 patrick.elliott@lasalle.com
Yelena Diggs Associate +1 410 878 4844 yelena.diggs@lasalle.com  
Catherine Siu      Associate +852 3182 5336 catherine.siu@lasalle.com  
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