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LONDON (Reuters), 11 Jan 2008 – KanAm, one of Germany’s biggest property fund management groups, is 
looking to invest up to 2.75 billion euros ($4.07 billion) in European and U.S real estate in 2008, a senior group 
board member told Reuters on Friday. 
As many UK property fund managers faced daily battles to stem investor outflows, Michael Birnbaum said KanAm 
was preparing for a busy year on the acquisition trail and the launch of up to three new closed-ended property 
funds, which could see the group extend its global footprint into India. 
“We are lucky we are in the situation that more people are trying to invest in our open-ended funds than we can 
invest their money,” said Birnbaum. 
“We sold some assets last year, but this year we are definitely buying,” he said. 
The privately owned fund manager largely invests in prime, well-let office buildings and shopping malls in major 
U.S and western European cities. 
Its open-ended fund division has around 3.6 billion euros of assets under management, while its much older, 
closed-ended fund arm has around 10 billion euros of assets under management, Birnbaum said. 
RENAISSANCE 
After challenging years in 2005 and 2006, when fears concerning the accuracy of valuations sparked a stampede 
from several German open-ended funds, the German property fund sector has won back investor confidence and 
is enjoying a renaissance. 
Like several other German funds, Birnbaum said KanAm saw a swift resurgence in inflows in 2007 and would have 
to look further afield to invest funds efficiently and satisfy growing investor interest in markets like India, China and 
Russia. 
This equity-rich status has led some UK commercial real estate brokers to forecast 2008 as the year German 
property funds resume their position as one of Europe’s most powerful buying constituencies. 
“We work a cash-call and a cash-stop system to manage liquidity, because otherwise there is too much money at 
the bank, and that really does not make sense for our investors,” he said. 
“Last year, we were only open for roughly eight weeks, and we received 1.5 billion euros. We have to get that 
invested before we can re-open,” Birnbaum said. 
Birnbaum said real estate market stresses in the U.S and UK had given KanAm an ideal opportunity to acquire 
assets that were previously priced out of its reach. 
“This so-called crisis means the markets are getting more realistic, and that raises our chances of getting our 
hands on good real estate,” he said. 
But Birnbaum said he didn’t expect property in London’s City financial district to factor highly on KanAm’s shopping 
list, despite a recent sharp correction in pricing. 
“From a buyer’s point of view, the London market is approaching a more realistic level on pricing; it is getting more 
interesting than it was last year. 
“We have holdings in London; Deutsche Bank is a tenant of ours, the EBRD is a tenant of ours. But the prices 
have not yet reached a point where we think it is worth getting back in there,” he said. 
 
 
Reuters Summit-S©pore GIC eyes Russia, cautious in UK 
Interview with Seek Ngee Huat, President, GIC Real Estate 
 
By Sebastian Tong  
SINGAPORE, June 25 (Reuters) – The property arm of the Government of Singapore Investment Corp. (GIC) is 
looking to move into Russia and Turkey but is “extremely careful” in the London office market where prices have 
soared.  
The head of GIC Real Estate also sees promise in the U.S. office sector, saying the market had strong 
fundamentals, and did not expect yields there to narrow further.  
“Even though a lot of people say some of the Western markets are pricey, there are still opportunities there,” GIC 
Real Estate President Seek Ngee Huat said on Monday at the Reuters Real Estate Summit in Singapore.  
Last week, GIC Real Estate paid $954 million to buy the London headquarters of U.S. investment bank Merrill 
Lynch <MER.N>—a deal that comes three months after the $851.3 million acquisition of a stake in the UK’s 
MetroCentre mall.  
Despite high UK capital values, the two investments offered healthy long-term gains, Seek said. “We don’t always 
have to look at conventional sectors,” he said, adding that the state investor has invested in car dealerships and 
housing for students and senior citizens.  
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GIC Real Estate, which does not invest in Singapore, started 25 years ago with investments only in the United 
States but has since grown to become one of the world’s 10 biggest property investors with a multi-billion dollar 
portfolio in 32 countries.  
“As a global investor, we have to find our opportunities whether the markets go up or down around the world,” said 
Seek.  
“SOMETHING’S GOING TO HAPPEN”  
Seek said rising interest rates were among the risks on the horizon for global property investors and the complex 
links between financial and property markets meant that real estate as a sector would not be insulated from 
financial market shocks.  
“It’s difficult to quantify what kind of risk has built up, but the fear is that something is going to happen,” Seek said.  
He said GIC would have to be discerning in seeking long-term gains in its investments because the flood of 
institutional funds was raising “pressure” on global real estate, leading to rising asset prices and narrower yields.  
Seek said GIC has also begun to “explore” Vietnam and was also looking to make significant investments in India, 
where it last week announced a joint venture with Mumbai-based property firm Runwal to build a $62 million mall.  
“We’re beginning in India. We’re now looking at residential and retail (property) when opportunities arise, probably 
also at the office and logistics (sectors),” he said.  
He did not say how much investment might flow to those countries but said it was part of its efforts to position itself 
to capitalise on growing wealth in Asia.  
“The trend of wealth creation is shifting from the West to the East and if you are positioning your strategy over the 
long term, your strategy over the last 10 years would be different for the next 10 years,” Seek said.  
In particular, the housing markets in China, India, Thailand and Malaysia offered great potential, he added.  
“Housing is a basic need. It’s coming from such a low base in emerging markets where there’s growing affluence 
and growing affordability.” he said.  
GIC’s parent manages over $100 billion in Singapore’s foreign exchange with investments in stocks, bonds and 
other assets. 
 
INTERVIEW-Emaar sees U.S. housing profits despite subprime 
 
By Himangshu Watts 
MUMBAI Jan 21 (Reuters) – Dubai’s Emaar Properties (EMAR.DU: Quote, Profile, Research), the largest Arab 
developer by market value, expects its U.S. housing unit to report a small profit this year despite subprime woes, 
Chairman Mohamed Ali Alabbar said on Monday. 
The company has no immediate plans to buy back its shares although it has approval to purchase up to 10 
percent of its stock, Alabbar told Reuters in an interview. 
Emaar generates about 85 percent of its revenue from property sales in Dubai and most of the remainder comes 
from its U.S. homebuilding unit, John Laing Homes. 
“John Laing, interestingly enough, their price point is close to about $400,000 a home. Subprime buyers, they are 
the $200,000, $220,000 guys. But of course the liquidity in the market has affected everybody,” Alabbar said. 
“The U.S. operation will still show a profit this year but small profit,” said Alabbar, who is in India in connection with 
the planned initial public offering of its Indian joint venture Emaar MGF. 
The Indian venture hopes to raise up to $1.8 billion next month to buy land, construct buildings and pay loans and 
hopes Indian investors would take a long-term view and not be rattled by the sharp 7.4 percent fall in Indian shares 
on Monday. 
Emaar’s own shares tumbled nearly 7 percent on Monday, its biggest one-day drop in 14 months, as foreign 
investors sold shares due to a dampened U.S. economic outlook. 
Alabbar said the company had no immediate plans to buy back its shares although it had won approval from the 
UAE stock market regulator to buy back up to 10 percent of its shares. 
“No, we are not buying back shares but as a stock exchange rule, you have to renew your approval to buy in case 
you want to buy. So we apply—in case shares go down and we think it’s good value for shareholders, we buy 
back,” he said. 
He did not say what price would be an appropriate for a buy-back. 
“I have no idea. Our board and committees have to look at that… There are no immediate plans.” 
Alabbar said he expected profits from most of its foreign ventures this year, including Morocco, Saudi Arabia, 
Egypt and Turkey. 
He said its business in Libya was well on track although there were some changes in the systems and procedures. 
“We have to give them room. They’re adjusting their own bureaucracy, their own systems. Otherwise everything is 
going well.” 
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In Morocco, Emaar is helping develop at least 5.7 billion dirhams of residential and leisure projects, and in India $4 
billion of projects with partner MGF Developments Ltd of India. 
In Saudi Arabia, affiliate Emaar Economic City (4220.SE: Quote, Profile, Research) is developing a Red Sea coast 
residential, commercial and leisure district at a cost of at least $26.6 billion. 
 
 
INTERVIEW-UBS to grow India, China property business 
 

By Sebastian Tong  

   SINGAPORE, Jan 3 (Reuters) - Swiss bank UBS <UBSN.VX> plans to expand its Asian property business as 
investor appetite for China and India proves resilient to global economic uncertainty, its real estate head said on 
Thursday.  

   UBS, one of the most active arrangers of Asian share issuance, will add four investment bankers to its regional 
team of 18 in Hong Kong and Singapore, focusing on the property, gaming and hotels sector.  

   "I can easily think of 15 Chinese real estate companies that could potentially raise money this year," Mark 
Ebbinghaus, UBS© Asian real estate, lodging and leisure head told Reuters.  

   "There is speculation that we will see another 5-6 Indian issuers, although maybe 2-3 of these will get done," he 
added.  

   In spite of the global credit crisis, triggered by problems in the U.S. subprime market, investors still want to 
plough money into Chinese and Indian property firms as the two economies continue to grow at a blistering pace, 
Ebbinghaus said.  

   "People are taking longer term bets in China and India knowing that not every deal there will make them money," 
he added.  

   At least three big Chinese property firms -- Hengda Real Estate Group, Star River Group and Longhu Real 
Estate -- are expected to raise a combined $4 billion in Hong Kong this year, while India©s DLF Ltd. <DLF.BO> and 
London-listed Indian property group Unitech Corporate Parks <UCP.L> are both in talks to float real estate 
investment trusts (REITs) in Singapore.  

     

   ASIAN PIPELINE  

   UBS topped the Asia-Pacific investment banking league table last year, earning over $700 million in fees, 
according to Thomson Financial data.  

   But the bank was also a prominent victim of the subprime crisis, with $14 billion of write-downs. Last month, UBS 
sold a stake of around 9 percent to the Government of Singapore Investment Corporation and a smaller stake to 
investors from the Middle East, believed to be from Saudi Arabia.  

   Ebbinghaus said UBS was working on a pipeline of Asian deals potentially larger than the amount of capital it 
raised last year but it would be hard to predict what would finally come to market.  

   "We will probably do as much capital raising in Asia in 2008 as we did in 2007," he said, adding that China would 
take the lion©s share, followed by Singapore.  

   Despite a buoyant first half, property-related fund raising in Asia faltered towards the end of 2007 as risk 
aversion rose across the globe.   

   Ebbinghaus estimates that about US$25 billion was invested in Asia ex-Japan public markets in the first six 
months of 2007, but more left in the region in the volatile second half of the year.  

   But once the financial markets stabilize, capital should return to the region as quickly as it left.  
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   "Investors don©t pay investment managers to sit on cash or put their money into government treasuries and gold. 
They will have to go out there and place some risk bets," Ebbinghaus said.  

 
INTERVIEW-AEW says unrealised Euro property losses mounting 

By William Kemble-Diaz 

LONDON Dec 13 (Reuters) – European commercial property markets are going through a period of major 
dislocation and casualties are unavoidable as assets reprice and investor losses crystallise, a leading industry 
figure said. 

“There’s a lot of death and destruction out there that hasn’t been realised,” Ric Lewis, chief executive of Curzon 
Global Partners and chief investment officer of AEW Europe, told Reuters in an interview on Wednesday. 

“There’s no question that people have unrealised losses on their books that they don’t know, or won’t face, or have 
not yet been forced to face.” 

Curzon and AEW Europe are part of AEW Global Partners, a subsidiary of French investment bank Natixis 
(CNAT.PA: Quote, Profile, Research) and one of the world’s biggest property fund management firms with 31 
billion euros ($45.53 billion) under management. 

AEW sold a 700 million-euro portfolio of German retail properties in the summer, before the global credit crunch 
sparked a slump in large debt-funded German property sales and strengthened the hands of RREEF (DBKGn.DE: 
Quote, Profile, Research), Pirelli Real Estate (PCRE.MI: Quote, Profile, Research) and Borletti Group as they 
negotiated Wednesday’s long-awaited 800 million-euro sale and leaseback with Arcandor. 

But Lewis singled out Britain’s commercial property market, where a brutal and relatively swift pricing adjustment 
was underway after an extended bull market. 

According to property services firm CB Richard Ellis, capital values are down almost 9 percent since July on 
average. Some secondary British commercial property assets and portfolios have been marked down even more 
in the period. 

And where there is pain there is also potential gain. 

In the last eight years AEW Europe and Curzon have raised 4 billion euros for a series of European property funds 
and Lewis said he was confident he could tap institutional investors for a similar amount over the next eight years. 

To kick things off Curzon/AEW Europe was launching the EPI Special Opportunities II fund (EPI II), which had a 
target net annual return of 16 percent. Lewis said the company wanted to raise 600-800 million euros and had 
already received soft commitments for around half. 

The fund’s strategy was geared towards taking advantage of the expected dislocation in European property 
markets. 

DISTRESSED, REALISTIC, SCALE 

In practice, that meant hunting out distressed property assets or troubled public company property portfolios, 
assets with solid fundamentals which came back onto the market at more realistic prices, and property firms which 
had raised money for investment but had struggled to reach sufficient scale. 

AIM-listed companies, repossessed residential properties, real estate assets on a company’s balance sheet that 
were adjunct to its core business, single buildings held by high net worth individuals—all were potential targets, 
Lewis said. 

Lewis said it was likely to be some time before the best opportunities emerged because the drop in valuations had 
been accompanied by a collapse in UK deal making. “No one has yet begun that market-clearing exercise of 
transacting,” he said. 

However, data which showed a 60-80 percent slump in UK property trading volumes was misleading because in 
reality many sellers were scrambling around off-market looking for buyers. 
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“There is an underground market trying to flip out of deals and take profits among the single-asset crowd,” he said. 
“People I talk to say they’ve never seen so much dealflow in the last five years as they have done in the last two 
months.” 

In many cases, sellers still had unrealistic pricing expectations and there were only two ways they would accept 
the true scale of their losses—once they tried and failed to refinance and once clients began asking hard 
questions. 

Lewis described that as the “come to Jesus moment.” 

“I want to be the guy standing next to Jesus because once they get new religion I want to be the guy helping them 
out and that doesn’t mean taking adavantage of them, sometimes it means we’re going to joint venture them, 
we’re going to put new equity in and grow it from a real basis,” Lewis said. 

 
INTERVIEW-ING eyes property index-linked note potential 

By William Kemble-Diaz 

LONDON (Reuters), 29 Nov 2007 – Property derivatives are the future of real estate investment but in the form of 
structured notes rather than total-return swaps, ING Real Estate, the world’s biggest property fund management 
company, says. 

“There is a recognition within ING Real Estate that derivatives are the next big thing and that five years down the 
road all property investors should have property derivatives or structured products in their toolbox,” Tony Yu, a 
fund manager in the firm’s global multi-manager business, told Reuters in an interview. 

“We will be heavily involved,” Yu said. “Being the world’s biggest property asset manager, it would be odd if we 
were not.” 

Yu said the company - a division of Dutch-owned ING (ING.AS: Quote, Profile, Research) - was placing the 
emphasis on derivatives which were structured to trade like bonds and mimicked property returns, because that is 
what end-users like pension funds wanted. 

Property derivatives enable investors to hedge or gain exposure synthetically to commercial property while by-
passing the high costs associated with physical property purchases and sales, such as stamp duty. 

The young market is mainly centred on the UK but it has expanded into mainland Europe, Asia and the United 
States. It offers over-the-counter trading mainly in total-return swaps based on Investment Property Databank’s 
(IPD) property indexes for fixed periods, in exchange for the prevailing interbank interest rate, plus or minus a 
spread. 

Yu said trading to date had largely been between banks rather than with end-users such as property funds, give or 
take a few major exceptions such as Aviva’s Morley Fund Management (AV.L: Quote, Profile, Research) and 
Prudential’s PRUPIM (PRU.L: Quote, Profile, Research). 

He said ING Real Estate had traded repeatedly since late 2006, both in UK and mainland European property 
derivatives, but declined to give a figure. 

BACK TO THE FUTURE 

But if more end-users were to get involved he said it was crucial to structure swaps into index-linked notes, just as 
Barclays and Protego had done since the 1990s with Property Index Certificates, before the total return swaps 
market took off three years ago. 

“We think the notes are crucial if we are to get more end users involved. There are no margin calls and it trades 
just like a bond, except it is linked to a property index,” Yu said. “The vast majority of our clients are UK pension 
funds, which don’t tend to like derivatives, which is why we have asked banks to structure them as index-linked 
notes.” 
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Yu said between a quarter and a half of ING Real Estate’s pension fund clients had already given permission to 
use structured products. 

He said the relative absence of this key buying constituency had possibly depressed prices by more than was 
warranted in the wake of the U.S. subprime crisis and presented end-users who needed UK property exposure 
with a unique opportunity to synthetically buy the market cheaply. 

He said the three-year UK All-Property swap contract ending December 2009 was trading at around the London 
Interbank Offered Rate (LIBOR) minus 900 basis points. That meant it was possible to lock in a 9 percent 
outperformance of the IPD benchmark over the period. 

“If you have no choice but to be long in property, these derivative prices are extremely attractive compared with 
buying physical assets,” he said. “In a year’s time we will look back and be amazed at where property derivatives 
are trading now.” 

 

 
EURO CREDIT-Hedge funds buy bank CDS to short Spanish property 

By William Kemble-Diaz 

LONDON (Reuters), 30 Jan 2008 – The cost of insuring Spanish banks’ debt against default has leapt by at least a 
third this year, as hedge funds use credit derivatives to short Spain’s fragile property market, market participants 
say. 

Jackie Ineke, a banking analyst at Morgan Stanley, told Reuters that hedge funds were “phoning up every day” 
asking how to short Spanish property and the only effective way to do it was by buying credit protection on 
Spanish banks. 

The trend began last year but appears to be broadening. 

Smaller savings banks with exposure to coastal markets such as Caja de Ahorros de Valencia, Castellon, y 
Alicante (Bancaja) and Caja de Ahorros del Mediterraneo (CAM) have been hit especially hard since the summer. 

According to Markit data, 5-year credit default swaps on Bancaja have jumped to more than 200 basis points (bps) 
from a little over 150 bps at the end of 2007 and less than 20 bps last July. 

That price means it costs more than 200,000 euros a year to insure 10 million euros of Bancaja’s debt against 
default. 

Spanish house price growth slowed to a near-decade low in the fourth quarter and is expected to be flat this year, 
according to a Reuters analysts’ poll this month. 

Following the U.S. subprime crisis, that has left some real estate developers exposed and triggered economic 
concerns after an extended construction boom. 

FIGURE OUT THE CONNECTIONS 

Property-related debt jitters may have also begun to penetrate other parts of Spanish banking. 

One trader said bigger savings banks like Caja Madrid and La Caixa were being used as a proxy for smaller rivals 
as “investors tried to figure out all the connections”—and their exposure to indebted and over-extended Spanish 
property developers. 

The cost of credit protection on Caja Madrid has risen to more than 100 bps from less than 60 bps at end-2007, 
while the price of La Caixa 5-year default swaps has risen by 50 bps to around 125 bps over the same period, 
based on Markit data. 

Demand for credit protection on bigger and more diversified listed Spanish banks has also picked up, traders 
said—largely because the default swap market for Spain’s unlisted savings banks was less liquid. 
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Ineke said Morgan Stanley had a negative short-term bias on BBVA (BBVA.MC: Quote, Profile, Research) and 
Santander (SAN.MC: Quote, Profile, Research) debt precisely for these reasons, even though both banks were 
less vulnerable to a domestic property slump. 

Dealers said the cost of 5-year senior CDS on both BBVA and Santander was around 65 bps—down from last 
week’s highs of 75 to 80 bps when stock markets were in turmoil but more than 20 bps up from the end of 2007. 

One credit trader said the two now traded at a premium to the benchmark Markit iTraxx Europe Senior Financials 
index, having previously traded around 10 bps tighter. Markit data shows 5-year CDS on BBVA and Santander 
were in single digits just over a year ago, while Bancaja was at 12 to 13 bps. 

 


