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Office values in major global markets: a volatile story 
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Office values in major global markets: a volatile story 
Especially with Hong Kong 
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UK Property Cycles 1963-2013: Three Big Ones 

Sources: LaSalle, IPD, ONS 
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Sources: IPD, LaSalle Investment Management 
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What does this tell us? 

• 2008/09 was not exceptional in real estate terms (at least in the UK) 

• 16-18 years between cycles – is that just a coincidence? 

• Types of economic cycles: 

– Kitchin: 3-5 years – inventories 

– Juglar: 7-11 years – fixed investment (business cycle) 

– Kuznets: 15-25 years – infrastructure investment 

(18 year US property cycle - Hanke 2010) 

– Kondratiev Waves: 45-60 years – technological changes / financial 

manias? 
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What does this tell us? 

• 2008/09 was not exceptional in real estate terms (at least in the UK) 

• 16-18 years between cycles – is that just a coincidence? 

• Types of economic cycles: 

– Kitchin: 3-5 years – inventories 

– Juglar: 7-11 years – fixed investment (business cycle) 

– Kuznets: 15-25 years – infrastructure investment 

(18 year US property cycle - Hanke 2010) 

– Kondratiev Waves: 45-60 years – technological changes / financial 

manias? 

• Explanations: 

– GDP growth 

– Behavioural economics – balance of Greed & Fear 

– The role of memory 
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Total UK Commercial Property Real Returns GDP (rhs)

UK Property Cycles 1963-2013: Three Big Ones 

Sources: LaSalle, IPD, ONS 



LaSalle Investment Management  |  ERES 2014 Bucharest  | 

 
9 9 

-6.0

-4.0

-2.0

0.0

2.0

4.0

6.0

8.0

10.0

-40

-30

-20

-10

0

10

20

30

1963 1967 1971 1975 1979 1983 1987 1991 1995 1999 2003 2007 2011

R
ea

l G
D

P
 %

 p
a 

U
K

 A
ll 

P
ro

p
er

ty
 T

o
ta

l R
ea

l R
et

u
rn

 p
a 

Economic Downturn doesn’t have to cause a Property Crash 
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Sources: LaSalle, IPD, ONS 

2008/9 



LaSalle Investment Management  |  ERES 2014 Bucharest  | 

 
10 

UK Lending to Corporate Real Estate 

Highly correlated with the 3 Cyclical Peaks 
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Why is CRE lending so cyclical? 
Write-off rates on lending to UK businesses 
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Bankers learn a new way to lose money every other recession 
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Too much office development can also be problematic 

Much more so in 1989/90 than in 2007 
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Some lessons from three big Property Cycles 

• Debt is the principal fuel that drives real estate markets 

• Contradiction between prudent lending and building a market leading 

banking business in commercial real estate 

• Too much development is also dangerous 

• ‘Greed and Fear’ rule - pay attention to Behavioural Economics 

• Property looks a very easy business in a Boom 

• Beware managers in senior positions who have not experienced a big 

cycle 

• Commercial property values should not increase by over 5-6% real pa  

(This may vary by market. Numbers quoted are for the UK) 

• Ways to exploit property cycles  

– ‘Catching the falling knife’ - buy in the Bust to exploit the Recovery 

bounce 
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Yield Levels – Anatomy of Boom, Bust & Recovery 
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History shows that pricing recovery has been rapid: buy in 2009 for 2010/11 

recovery as equity in the wings re-enters market (written in October 2008) 

Forecast 



LaSalle Investment Management  |  ERES 2014 Bucharest  | 

 
16 

Example: 

 

Retail warehouse purchased in March 2009 

 

Distressed seller (property unit trust) 

 

Yield at purchase 10%+ 

 

Income increased during ownership 

 

Sold December 2009 at yield <7%:  

70% capital gain in 9 months 

UK property market: boom, bust & recovery 

Source:  IPD Monthly Index 
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Some lessons from three big Property Cycles 

• Debt is the principal fuel for real estate markets 

• Contradiction between prudent lending and building a market leading 

banking business in commercial real estate 

• ‘Greed and Fear’ rules - pay attention to Behavioural Economics 

• Property looks a very easy business in a Boom 

• Beware managers in senior positions who have not experienced a big 

cycle 

• Commercial property values should not increase by over 5% real pa  

(This may vary by market. Numbers quoted are for the UK) 

• Ways to exploit property cycles  

– ‘Catching the falling knife’ - buy in the Bust to exploit the Recovery 

bounce 

– Long term investing between big cycles selling into the next Boom 
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This presentation does not constitute an offer to sell, or the solicitation of an offer to buy, and is subject to correction, completion and amendment without notice. This 

presentation 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. 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 presentation 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. LaSalle has taken reasonable care to ensure that the information contained in this presentation 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. LaSalle does not undertake and is under 

no obligation to update or keep current the information or content contained in this presentation for future events. LaSalle does not accept any liability in negligence or 

otherwise for any loss or damage suffered by any party resulting from reliance on this presentation.   

Copyright © LaSalle Investment Management 2014. 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.   

LaSalle Investment Management is authorised and regulated by the Financial Conduct Authority in the UK. 

Contact details: Robin Goodchild PhD FRICS 

E-mail robin.goodchild@lasalle.com 
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