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We recently held a symposium with the CEOs of global and European real estate 
fund managers, responsible for over £150bn in AUM. 

 

Topics covered included: 
 

◼ Future of Offices 

o Demand 

o Transactions 

o Co-working 
 

◼ Logistics and Residential – How low will yields go? 
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FUTURE OF OFFICES 
 

 

DEMAND 

 
All the leaders agreed that office-working will return, with many of the opinion that front office staff 

need to be together in order to be most effective. 

 
 

Offices are still a critical piece of how every firm needs to function. The notion 

that people will work from home forever is not true. It is easy to perform basic 

functions from home for a period of time, but if you need to grow a business, 

hire, train employees – you can’t do it effectively over Zoom for long periods of 

time.  
 

 

For younger individuals who are just starting their career, it was felt that being present in an office 

environment is essential so that they can develop and learn from others in the same workplace. 

Furthermore, the cultural aspect of the office is important, especially to younger professionals and 

new joiners.  

 

Most of the organisations in attendance have been pleasantly surprised by the effectiveness of 

working from home and keeping ‘business as usual’ remotely. However, it has proved less effective 

for strategic initiatives and launching new products, which require creative teamwork. 

 

Across Europe, some organisations have up to 50% of employees back in the office, and the 

percentage is higher in Asia.  London is behind most major cities in Europe, with many businesses still 

at 20%. Unless there is a second ‘lockdown’ in London, then occupancy of offices is likely to continue 

to grow throughout the remainder of the year. 

 

The current living conditions for individuals will have a 

significant effect on people’s desire to return to the office. 

Asia is different to Europe with a large proportion of the Asian 

workforce living in smaller properties. Individuals in 

apartments in Tokyo, Shanghai or Singapore would not 

consider working from home in perpetuity, and the average 

worker would far rather be in the office than at home.  

 

One firm made the decision to get their employees back into 

offices earlier than most of their peers. Their view is that this 

situation is temporary, and the longer employees stay away, the bigger effect it will have on the look 

and feel of the office long term.  

 

Another organisation in attendance has asked their portfolio companies in the US and EU to think 

about their office use, and many are using the current crisis to reassess how much space they require.  

The pandemic will no doubt act as an accelerator for tenants to re-evaluate what they really need, 

including the location and they type of buildings. This will create some stress and opportunities within 

the Real Estate market. 
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The flight to quality, demand for prime new offices and lack of new stock should mean that 

development is likely to continue.  Development financing is still an issue but there has been an 

increase in alternative lenders to fill the gap. 

 

The technical capabilities of buildings will be increasingly important factors, including quality of air 

conditioning and air ventilation. 

 

TRANSACTIONS 

 
Private markets still do not reflect what is going on in public markets, where you are still seeing big 

discounts to NAV in the US and Europe. Our leaders agreed that if you have conviction that offices will 

drift back to normal, then now is a good time to invest in these stocks.  

 

Prime offices should come out of this crisis in the best shape because 

blue-chip occupiers are likely to demand less density per worker, resulting 

in space requirements remaining the same or even increasing.   

 

Location and quality remain key.  Small companies, which are generally 

located in secondary locations, are likely to feel the impact on cash flow 

more and the pricing/liquidity of those assets might become an issue. 

 

Office investments are central to most fund strategies. It is thought that 

there will be a softening in rents but that will be tied to a softening in the 

economy. Most prime buildings will hold up quite well in pricing despite 

the pandemic.  The best opportunities may be in identifying good 

secondary office properties from bad secondary to find potential 

mispricing. 

 

 

The next 6-18 months will be difficult, but well-located offices will perform well.  
 

 

One leader who is buying and selling offices said that prices are increasing in continental Europe for 

good quality assets. Many domestic institutions in France and Germany still have capital to place and 

are investing in offices.  

 

There remains some potential mispricing on offices and therefore, as one leader noted, they would 

prefer to sell offices right now and save on the liquidity, rather than be aggressive on acquisition.   

 

However, the UK market is slower as it tends to have a more global investor base and not the same 

level of domestic interest from local LPs as on the continent.  One leader is selling an office asset at 

the moment at a good price, and they are starting to see more demand and interest levels from global 

capital towards London. 

 

Asia is almost back to pre-crisis activity.  Even in Shanghai, which many 

believe is an overtraded office market, offices are currently trading at 

4% yields or less. 
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CO-WORKING 

 
There is an argument that the existence of the WeWork model, 

which focuses on high densification of workspace, is 

threatened. The risk for a corporate business to put employees 

into those spaces will be too great in the short-term.  

 

At the same time, people want to continue to have flexibility, 

particularly corporates who want to have spaces they can 

increase or decrease without long term leases.  There is still a 

space in the market for flexible offices, but some leaders are 

unsure as to how sustainable the WeWork model is, with long-term liabilities and short-term 

commitment from tenants. They were less sceptical about densification (if COVID is over).  If occupancy 

remains low for a prolonged period, then the cost for the landlord will become too high and it will be 

difficult to generate profit. However, opinions were divided; another leader thinks that if they can ride 

out the storm, then they will continue to grow and the trend will not completely reverse. 

 

 

LOGISTICS AND RESIDENTIAL – HOW LOW 

WILL YIELDS GO? 
 
There has been a huge amount of activity in logistics. This area has seen the most activity during 

lockdown with no shortage of demand from investors, who see it as a future growth market, especially 

with the increase in online retailing. Logistics prices have not softened during COVID and have, in fact, 

increased.  However, investors are very realistic about what returns are achievable, which, in recent 

times, have come down.  

 

 

We are seeing stronger risk-adjusted returns in value-added logistics in urban 

spaces rather than buying core assets that are stabilized. 
 

 

Residential and logistics prices are likely to rise further, but 

they are still not as expensive as offices, though premiums 

between the two have shrunk. The resilience of cashflow in 

residential is extremely strong. 

 

With yields compressing and limited options to add 

significant value through asset management, one value-add 

fund manager is carrying out aggregation strategies to reach 

their return criteria which includes, for example, buying 

smaller lot sizes through platforms they have acquired.   

 

This value-add fund is also taking some speculative development risk.  To do this, they have to partner 

with a local operator, but it is one of the only ways to meet their return criteria in the sector.  

 

Core investors have been comfortable with yields as low as 3% with reversion when purchasing prime 
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offices. However, what would the lowest yield be for logistics?  

 

For such low-yielding buildings, you need to believe there will be rental growth, especially in logistics. 

Not all logistics will win, but one leader thought that well located logistics properties can achieve rental 

growth of 4% or even more. Investors will need to look at cities and asset classes on a case-by-case 

basis to see where they can create returns.  However, double digit returns on real estate for the 

opportunistic/value-add investors will be difficult if they are not taking development risk.  

 

Residential is continuing to emerge as an institutional sector. It provides good diversification for 

investors, with low correlations to the commercial sector, and it tends to be less volatile. The sector 

recovers more quickly because people will always need a roof over their heads. In many European 

countries, there is a lack of affordable residential properties in good locations.   

 

Most expect to see a continued trend towards rentals, and macroeconomic uncertainty is likely to 

exacerbate this.  

 

Japan is attracting an increasing level of international capital.  People are worried about de-population, 

however in the main metropolitan regions like Toyko and Osaka, populations tend to be increasing due 

to urbanisation. Therefore, in certain cities, the rapid urbanisation is leading to an increase in population 

regardless of overall de-population.   There is an under supply of residential properties in the right 

locations, which has created a good opportunity.  

 

In Europe, many are continuing to increase their investments in student 

housing, which has attracted Asian capital. This is an interesting sector 

because it is somewhat out of favour at the moment, with the crisis 

making travel difficult for foreign students coming into Europe from 

Asia. Despite the headlines, statistics are not as bad as people may 

think.  Many Asian families still want to send their children to university 

in the US and Europe so there is still a fair demand for student 

accommodation.  One of our leaders said that a 1300 bed project in 

Paris was 90% sold already, with 25% of the students coming from China. 
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SUMMARY  
 

▪ Employees are increasingly returning to offices and the long-term behavioral shifts will not be 

as dramatic as first predicted.  

▪ In the short-term, the prime offices will perform best.  

▪ Development of prime offices will continue. 

▪ Long-term confidence remains strong in the student and residential sectors.  

▪ Logistics continue to be the sector of choice for many investors and there is confidence in 

continued rental growth in the sector.  
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Sheffield Haworth is a global talent consultancy focused 

on people-led transformation. Our purpose is to help 

organisations and people to realise their potential. Our 

clients span the Financial Services, Real Assets, 

Consulting, Technology & Services and broader Corporate 

sectors, and our solutions cover Executive Search, Talent 

Development & Advisory and Consulting. 

 

Established in London in 1993, Sheffield Haworth has 

undergone significant growth and expansion, now 

employing over 150 professionals in 12 global offices, 

with a client list that includes a substantial number of 

leading global organisations. 

 

Our Real Assets Practice comprises dedicated consultants averaging over 10 years’ Real Estate, 

Infrastructure and Energy & Renewables experience, spanning executive search and industry roles in 

development, asset management, capital-raising and investor relations. Our key consultants are based 

across our global offices, to enable us to effectively serve our clients across the Americas, Europe, 
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file:///C:/Users/f.parsell/OneDrive%20-%20Sheffield%20Haworth%20Limited/www.sheffieldhaworth.com
mailto:m.shepherd@sheffieldhaworth.com

