
 

 

 
 

  

 Despite increased capital market volatility during the quarter commercial 

property continued to benefit from accelerating inflows into the sector.  

Q2 2013 volumes are $121bn (Figure 1), a 16% increase from the first quarter 

and 10% higher than Q2 2012. 

 As a result of sustained growth over the first half of the year, volumes reached 

$225 billion, 12% higher than the first six months of last year, with EMEA and 

Asia Pacific seeing the strongest growth. 

 Much of the growth in Asia Pacific is being generated in Japan, which is 

seeing a renaissance in transactional activity after many years of below 

par performance.  The Japanese are the second most active purchasers over 

the first half of the year, with 99% of their activity domestically based. 

 Over the first half cross-border activity has grown slightly over this time last 

year to 42% of all transactional activity. 

 The net flow of capital into Europe and out of the Americas and Asia Pacific 

continues.  Flows into Europe are 18% higher than the first half of 2012 but 

activity is more widely spread across the continent. 

 The South Koreans, Chinese and Norwegians have increased their overseas 

buying activity over the first half of the year, acquiring prime assets in the US, 

UK, France and Germany. 

 Over the first half of the year the office sector has experienced subdued growth, 

whilst retail, industrial and hotels have seen transactional volumes increase 

markedly, the latter by 50% in H1. 

 London remains the most actively traded city; whilst more secondary cities 

are seeing increased overseas investment flows, particularly US cities in 

this half of the year as they increasingly attract foreign investors. 

 With H1 2013 volumes 10% above the first half of 2012 we are maintaining 

our forecasts at $450-500 billion for the full year.  Rising costs of debt in the 

US may cause the market to pause slightly in the third quarter, however our 

analysis shows that $7 of capital is pursuing $1 of prime product which 

implies that demand is well in excess of supply at this point. 

 

 

 

 

 

Executive Summary 

Global Capital Markets Research, Q2 2013  

Figure 1: Direct Commercial Real Estate Volumes, Q2 2012–Q2 2013 

US$ 
Billions Q1 13 Q2 13 

% change       
Q1 13–Q2 13 Q2 12 

% change      
Q2 12–Q2 13 

 
H1 2012 

 
H1 2013 

% change  
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Americas 38 52 37% 47 11% 85 90 5% 

EMEA 39 36 -8% 35 2% 66 75 14% 

Asia Pacific 27 33 21% 28 18% 49 60 21% 

Total 104 121 16% 110 10% 201 225 12% 
Source: Jones Lang LaSalle 
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Q2 volumes extend global growth 

Despite increased volatility across capital markets during 

the second quarter of the year growth in commercial real 

estate investment continued, with an increasing amount of 

money targeting the sector.  In contrast to what we 

witnessed last year new and experienced investors are 

prepared to take on additional risk in light of increasing 

yields from risk free investments.  Transactional volumes in 

the second quarter reached $121 billion, 10% higher than 

this time last year.  The 16% growth over the first quarter of 

2013 has helped propel first half transactional activity to 

$225 billion, 12% higher than the first half of 2012 (Figure 

2). 

 

Japanese open the purse strings 

While US investors continue to be the most active 

purchasers of property globally the greatest growth over 

the first half of the year has come from the Japanese.  

Their purchasing activity has risen by 83% over the first 

half of 2013 compared to the same period of last year 

(Figure 3).  Significant changes in monetary and fiscal 

policy, combined with financial market reforms has 

considerably improved consumer and investor sentiment in 

Japan.  While the weakening Yen is assisting Japanese 

exporters we are yet to see a meaningful shift in offshore 

purchasing, 99% of all Japanese transactions remain 

domestic. 

 

Cross-border investment remains constant in H1 

Over the first half of the year cross-border activity has 

remained relatively stable compared to the first six months 

of 2012 at 42% of all investments (Figure 4).  What has 

also remained consistent is the ratio between intra (money 

moving within a region) and inter (money moving between 

regions) capital flows, with approximately two thirds more 

money moving between regions than within regions.  There 

are also some dramatic differences around the world, 22% 

of investment in Europe is cross-border European 

investors, whereas in Asia Pacific and the Americas cross-

border regional investors only make up 9% and 2% 

respectively. 

Figure 2: Direct Commercial Real Estate Volumes by Region, Q1 2007-
Q2 2013 
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Figure 3: Top 10 Purchasers by Source of Capital, H1 2012 & H1 2013 
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Figure 4: Global Cross Border Transactional Volumes, Q1 2009-Q2 2013 
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35% increase in European inflows 

Inter-regional flows over the first half of 2013 have increased by 18% over a year ago to $71 billion (Figure 5).  Continuing a now long established theme 60% 

of all the money moving into Europe ($12 billion in H1 2013, Figure 6) from the Americas, Middle East and Asia Pacific is finding a home in London.  However 

in a departure from what we have seen over the last couple of years inter-regional investors have started to look slightly higher up the risk curve.  Moscow saw 

almost $2 billion worth of inter-regional inflows while several hotel and leisure portfolios were snapped up by inter-regional capital.  Conversely money 

continues to flow out of the Americas, although at a slower rate than a year ago, and out of Asia Pacific as investors seek diversification.  US investors were 

the biggest sellers in Asia Pacific, particularly in Japan where a number of large industrial and logistics portfolios have been sold recently.  On the buying side 

Middle Eastern investors have accelerated their purchasing activity, deploying almost $3.5 billion over the first half (Figure 7).  However, it was investors from 

Asia Pacific who deployed the most capital over the first six months, $8.5 billion, with Chinese capital making up $3.5 billion of this total. 

Figure 5: Inter-Regional Flows, H1 2013 (US$71 billion in total) 

 
 

Source: Jones Lang LaSalle  

Property Data (UK); Real Capital Analytics (USA) 

 

Figure 6: Net Beneficiaries of Inter Regional Flows, H1 
2012 & H1 2013 
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Figure 7: Net Buying & Selling, H1 2012 & H1 2013 
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$40 billion being put to work, weight of capital grows 

After a mammoth fund raising effort in 2012 global funds 

are now in acquisition mode as they start to put the money 

to work.  Purchasing activity in the first half is 31% higher 

than last year, but in terms of year on year growth they 

have been outdone by the Chinese, Koreans and 

Norwegians (Figure 8).  Most of the overseas purchasing 

activity by the Norwegians has been in the form of joint 

ventures, with NBIM extending their agreement with 

Prologis in the UK. 

South Korean purchasing activity has exploded over the 

first half of the year with assets globally being snapped up 

from shopping centres in Australia to office buildings in 

London and Chicago.  We expect this trend of emerging 

market institutional capital to continue to be a major theme 

within commercial investment markets for many years to 

come.  Chinese capital has certainly grabbed the headlines 

over the last six months with a number of high profile deals 

being announced, especially in the office and residential 

sectors.  Given the amount of capital in China being 

allocated to real estate investment domestically and 

internationally they are set to become one of the biggest 

players on the global stage. 

 

Private money pips the public markets 

Although REIT purchasing activity has dipped in the first 

half of the year, activity from the Japanese listed sector has 

been a notable feature of their investment market over the 

first half of the year.  Institutional money, from emerging 

and more traditional sources has turned around over the 

first quarter while corporates have combined sale and 

leaseback activity with some acquisitions (Figure 9). 

 

Don't underestimate the buyer power of wealthy 

individuals 

While overall purchasing activity by private buyers has 

slowed slightly over the first half of the year the two largest 

cross-border deals during the second quarter both involved 

ultra high net worth individuals buying iconic office buildings 

in London and New York.  Buying motivations vary 

considerably but the trend of wealthy individuals looking at 

commercial property is certainly being borne out in recent 

activity (Figure 10) and contributes to the increasing weight 

of money targeting commercial property. 

 

Figure 9: Net Investment by Type of Investor, H1 2012 & H1 2013 
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Source: Jones Lang LaSalle 

Figure 8: Top 10 Cross Border Purchasers by Source of Capital H1 
2012 & H1 2013 
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Source: Jones Lang LaSalle 

Figure 10: Noteworthy Cross-Border Deals in Q2 2013 

Property 

Name  

Location Sector  Sale Price 

($ US m) 

Purchaser  Purchaser  

Source of  

Capital  

General Motors 

Building 

New 

York 

Office 1,360 UHNWI China/Brazil 

BG Group 

Place 

Houston Office 480 Invesco RE 

OBO Korean 
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South 

Korea 

SES Shopping 

Centre 

Europe Retail Confidential Allianz Germany 

InterContinental 

London 

London Hotel 463 Constellation 

Hotels 

Qatar 

225 West 

Wacker Drive 

Chicago Office 218 Mirae Asset 

Management 

South 

Korea 

Source: Jones Lang LaSalle 
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Corporates recycle cash as sale and leasebacks 

increase 

Larger deals have increased over the first half, with 20% 

more transactions over $200 million.  A major driver of this 

growth has been in the corporate sale and leaseback of 

offices where activity has more than tripled to over $2 

billion in the first six months (Figure 11).  Much of this 

growth has occurred in Europe and Asia with deals in 

South Korea and the UK during the quarter. 

Blue chip corporate tenants on long leases are particularly 

attractive to institutional capital, where security of income is 

of paramount importance.  At present one trend that is 

evident across the three main sectors of office, retail and 

industrial that highlights the importance of accessing good 

quality product is the joining of equity and expertise.  Over 

the last few months we have seen NBIM extend their 

relationship with Prologis, TIAA-CREF and Henderson 

joined up and Canadian capital formed an alliance with an 

Australian pension and unlisted fund to buy Raine Square 

in Perth. 

 

Portfolio deals move hotel volumes 50% higher over the 

first half 

In the first half of the year office activity was robust, but 

retail, industrial and especially the hotel sector recorded 

strong year on year growth (Figure 12). Hotel transactions 

have surpassed $20 billion and first half volumes are now 

64% of our full year forecast of $31 billion.  Portfolios, 

especially in the US and Europe, have played a big part in 

this growth in volumes with the largest deal this quarter the 

$1.2 billion purchase by Blackstone of the Apple six REIT.  

Blackstone used some of the $14 billion raised in the BREP 

VII to fund this acquisition. 

Figure 11: Global Transaction Volumes by Sector, H1 2012-H1 2013 
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Figure 12: Global Sector Share, H1 2013 
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European markets see largest growth 

Given the flow of money from around the world into 

Europe, it is unsurprising that the largest markets of the 

UK, Germany, France and Sweden see some of the 

highest levels of cross-border activity globally.  The effect 

of “Abenomics” in Japan has encouraged more foreign 

activity, although mostly on the sell side (Figure 13).  While 

demand for Australian product from overseas investors 

remains strong the amount of capital flowing into the 

country has halved compared to the first half of last year. 

 

American cities attract international cash 

Evidence of growing investor risk appetite is to be seen in 

the number of US cities outside of New York seeing 

overseas investment (Figure 14).  The Canadians have 

been particularly active in Seattle where the Wells Fargo 

centre was sold to Caisse de Depot for $388 million during 

the quarter.  Middle Eastern investors have continued their 

preference for hotels with purchases in the US. 

This spread of investor focus is something we are seeing 

around the world as more opportunities present themselves 

in secondary locations and investors are more encouraged 

to take on additional risk by a slowly improving global 

economy.  Pricing in the major cities of London, New York 

and Paris continues to be affected by the strong weight of 

money making secondary assets look much more 

attractive. 

 

Tokyo records the highest growth 

50% growth in transactional activity has moved Tokyo into 

the exclusive club of London and New York with volumes 

over $10 billion in the first half of the year (Figure 15). At 

the beginning of the year we estimated that it may be the 

supply of good quality opportunities that would keep a cap 

on transactional growth in London and New York.  While 

volumes are lower than the first half of 2012 there remains 

an encouraging flow of product.  Chicago has seen some of 

the strongest investor activity over the last 12 months and 

foreign investors are now making up an increasingly 

interested purchaser source.  During the quarter the South 

Koreans purchased 225 West Wacker Drive, a CBD office 

tower. 

Figure 14: 10 Largest Recipient Cities of Cross Border Investment, H1 
2012 & H1 2013 
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Source: Jones Lang LaSalle 

Figure 15: Most Active Cities H1 2013 

Rank H1 
2012 

Rank H1 
2013 

City 
 

H1 2013 
(US$ bn) 

H1 2012 
(US$ bn) 

1 1 London 12.1 14.8 

2 2 New York 11.6 13.3 

3 3 Tokyo 10.6 7.1 

4 4 Paris 6.5 6.9 

5 5 Los Angeles 5.1 5.4 

6 6 Hong Kong 4.8 4.9 

11 7 Singapore 4.2 3.8 

13 8 Shanghai 3.8 3.1 

12 9 Seoul 3.6 3.1 

7 10 Chicago 3.6 3.9 
Source: Jones Lang LaSalle 

Figure 13: Largest Markets in H1 2013 
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Second half historically busier than first 

The continued rise in transactional volumes over the first 

half of the year, and with hotels already over 60% towards 

their full year forecast, means that we will maintain our full 

year forecast at $450-500 billion for 2013.  While the 

European market continues to just about keep pace with 

last year’s levels Asia Pacific and the Americas are seeing 

continued growth in investor appetite for direct commercial 

property (Figure 16).  Investor interest and activity is 

certainly more widespread than in previous years and it is 

this more broadly based activity that should sustain 

volumes over the second half which is traditionally busier 

than the first. 

 

Pricing yet to adjust to movement in debt costs 

Despite 10 year bond yields increasing markedly in many 

countries over the quarter we are set to see a meaningful 

adjustment in property yields across the major office 

markets.  With capital growth running about 1% ahead of 

rental growth across the largest 25 office markets globally 

then further yield compression or at least a continued 

plateauing of yields looks likely in the short term (Figure 

17).  With an oversupply of new commercial property 

unlikely in the short term it is a normalisation of debt market 

conditions that will have the biggest influence on yields and 

capital values over the next 12-18 months. 

 

Weight of money into prime assets continues to build 

According to our analysis of recent prime asset 

transactions that Jones Lang LaSalle has undertaken, the 

amount of capital targeting prime assets continues to trump 

that looking at other segments of the market. In our 

assessment of under bidders on recent projects there is 

approximately $7 of investment chasing every $1 of prime 

product (Figure 18).  However, this ratio reduces when the 

asset being offered is not top quality or in a more 

challenging location.  The type of investor looking at 

commercial property continues to diversify with the 

headline grabbing pension and sovereign wealth funds 

being joined by an increasing number of private equity and 

high net worth individuals. 

 

Figure 16: Historical & Forecast Global Transactional Volumes by 
Region, 2003-2013 
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Source: Jones Lang LaSalle 

Figure 17: Prime Office Yields of Selected Cities, 2000-Q1 2013 
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Figure 18: Weight of Money into Prime - H1 2013 

 

Source: Jones Lang LaSalle 



 

8  Jones Lang LaSalle | Global Capital Flows | 29 July 2013 

Notes And Methodology 

Direct Real 
Estate 
Investment 

Refers to the purchase of individual commercial property assets or portfolio of assets (or shares in special 
purpose vehicles that own assets). 

Includes: 

 All transactions over US$ 5m 

 Sectors covered are office, retail, hotels, industrial, mixed-use and ‘other’ (includes nursing homes, student 
accommodation, etc) 

The data includes property company M&A, including REIT formations, where the following conditions are met: 

 The transaction is essentially a Real Estate transaction 

 Significant assets over and above the real estate assets (e.g. workforce, intellectual property, “goodwill” etc.) 
are not transferred 

 70% + of revenues come directly from rental income 

 Transactions involve a significant changes of ownership 

 Transaction must be at ‘market price’ 

 Only includes the percentage sold to new investors at the IPO price 

Excludes: 

 Entity-level transactions; development deals; and multi-family residential investment 

Entity Level 
Deals 

Refers to corporate acquisitions, where significant assets over and above the real estate assets are transferred 
(e.g. workforce, intellectual property, “goodwill” etc). E.g. REIT privatisation ‘Transaction churn’ – e.g. where a 
company sells real estate assets to a majority-owned subsidiary 

Development 
Deals 

Refers to transactions categorised as ‘forward funded’ development and ‘land’ transactions 

Asia Pacific Varying coverage of the direct real estate investment markets in Australia, China, Hong Kong, India, Indonesia, 
Japan, Macau, Malaysia, New Zealand, Philippines, Singapore, South Korea, Taiwan, Vietnam, and Thailand 

Europe Varying coverage of the direct real estate investment markets in Belgium, Bulgaria, Croatia, Czech Republic, 
Finland, France, Germany, Hungary, Iceland, Italy, Luxembourg, Netherlands, Poland, Romania, Russia, 
Slovakia, Slovenia, Spain, Sweden, Switzerland, Turkey and the UK 

Middle East and 
Africa 

Varying coverage of the direct real estate markets in Bahrain, Israel, Kuwait, Lebanon, Qatar, Saudi Arabia, and 
UAE 
In Africa, we cover Egypt and South Africa 

Americas Detailed coverage of the direct real estate investment markets in Canada and the USA and partial coverage of 
Argentina, Brazil, Chile, Colombia, Costa Rica, Mexico, Panama and Peru 

Exchange Rates We convert transaction values into US$ at the average daily rate for the quarter in which the transaction 
occurred 

Grossed-up 
Figures 

Volumes are grossed-up to reflect market coverage 
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Who we are? 
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