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A good month for real estate stocks 
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Global real estate stocks moved ahead strongly in August, with almost every major market 
posting gains in the month. The UBS Global Investors Index of real estate stocks produced a 
positive total return of 13.5% while the MSCI World Equity Index of broad-market stocks was 
up 3.8%. (All returns are stated in local currencies.) Year-to-date, global real estate stocks are 
up 16.9% versus a positive return of 17.3% in the broad global equity market.  
 
 

  

Less pessimism on the economy 
 
 
 
 
 
And better access to capital 
 
 
 
 
 
 
 
 

U.S. REITs produced a total return of 14.2%, with all subsectors gaining more than 10% 
except health care, up 9%. Office, industrial, and regional mall companies led the way, 
gaining about 20% in the month. Two major trends are continuing: the perception that the 
economy may be moving closer to renewed growth, and the ability of a broad spectrum of 
companies to access the capital markets at favorable rates.  
 
These trends are also continuing in the U.K. and Continental Europe, each up 17.8%, the best 
market performances in the month. Another positive factor is unexpectedly good GDP 
performance in Germany and France in the second quarter, with both economies showing 
positive growth. Earnings reports continue to be generally in line with estimates. Like-for-like 
rental growth was generally positive, though occupancy rates were down slightly. Capital 
values decreased, but at a far lower pace compared to the end of 2008. Cash flows were 
generally helped by lower debt costs, reflecting the strong decrease in interest rates.  
 
Australian real estate stocks were up a strong 16.2%. Australia seems less affected by the 
global downturn than most other economies, and is expected to escape a technical recession. 
After a series of equity raising activities beginning in late 2008, most of the major A-REITs 
have recapitalized and the gearing of the companies have come within a healthier range. With 
better balance sheets, companies have shifted to prepare themselves for growth in the 
coming quarters. 
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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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Japanese real estate stocks rose 2.9% in August. The economy remains weak, though recent 
signs are favorable. The first-ever merger recently announced between two J-REITs 
(Advance Residential and Nippon Residential) creates a precedent for other potential mergers 
or acquisitions. While Singapore and Hong Kong real estate stocks trailed in the month (up 
0.9% and down 1.0% respectively), they are market leaders for the year, with each group 
gaining just over 50% to date in 2009. The companies are benefiting from recovering 
economies being helped by the effects of economic stimulus in China and the region.  

Economics and Fundamentals 
 
 
 
 
 
 
 
 

There was added evidence in August that the bottom of the world economic recession may be 
in view, with positive GDP growth for the second quarter reported in countries as diverse as 
France and Hong Kong. Economists’ revised projections were modestly more optimistic in 
August, with global GDP estimated to fall by 2.4% in 2009 and then grow by 2.3% in 2010. 
Consumption is expected to follow the same path, down 1.0% in 2009 and then up 1.3% in 
2010.  
 
A good portion of this is the result of government stimulus, but an increasing amount is likely 
due to businesses and consumers coming to believe that they have seen the worst of the 
recession and are now ready to begin planning for the recovery. In the U.S., housing prices 
are up for the first time in a number of quarters; sales are increasing as well. Residential 
markets are also expanding in Hong Kong and Singapore.  
 

A slow recovery in operating results 
 
 

While the economy may be turning around, operating improvements in the real estate sector 
will take some time. Most global real estate companies reported second quarter that met or 
exceeded analysts’ projections, but 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 think the 
great majority of public real estate companies will continue to be profitable in absolute terms 
during this period and most will improve their financial flexibility as economic recovery 
progresses.  
 
Both equity and debt capital markets have opened up to real estate companies. Since late 
2008 almost $50 billion USD of new public equity has been raised by more than a hundred 
global real estate companies. Early in the year only the best companies could place debt; now 
the market is open to companies at the low end of investment-grade ratings as well. Although 
property values are significantly lower than they were at this time last year, good pricing on 
debt is likely to have a favorable impact on value going forward.   
 

 

Global Real Estate Securities vs. 
Global Equities  
(August 2009)2

 
 
 
 

 
 
 
 
 
 
 
 
 

 

Outlook 

 
Current dividend yields continue to be attractive compared with the current return on most 
investment alternatives. We think real estate asset values may be beginning to stabilize and 
that they will increase once 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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2 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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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 $36.3 billion of public and private property assets under 
management across Europe, North America and Asia Pacific (as of 1Q09). 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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