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276, 319
Information asymmetry, 427, 432
Initial yield, see Capitalization rate
INREV (European Association for Investors 

in Non-Listed Real Estate Vehicles), 
303, 308, 411

Installment to amortize one dollar (ITAO), 
252

Institutional investment strategy, 297
Institutional investors, 71
Institutional market, 5
Insurance company(ies), 9, 57, 70, 204, 

222, 299, 340, 370
Interest cover ratio (ICR), 271
Interest deductibility, 38
Interest rate parity, 454
Interest-only loan(s), 44, 46

see also Mortgage
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Internal rate of return (IRR), see Return
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JP Morgan Chase, 356
Judicial foreclosure, 223

Kimco Realty Corporation, 43

Land securities, 69, 333
Landlord, see Lessor
Landlord and Tenant Act (1954), 173, 177
LaSalle Investment Management, 9
Leasable space, see Rentable space
Lease,
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full service, 179–80
gross, 179–80, 182, 183, 193
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renewal options, 176
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real estate investment
Load factor, 178
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Loan-to-hold strategies, 345, 347, 349–50
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Lockout period, 240
Lockup period, 304, 311
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Market portfolio, 3, 4
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Non-recourse, 224, 228, 341, 365
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Income statement
Operating cash fl ows, 212–17
Operating expense ratio (OER), 254–5
Operating Partnership (OP) units, 43, 323
Opportunistic strategy, 289
Opportunity funds, see Fund(s)
Optimization, 446

portfolio, 120
Options, 387–9, 401
Originate-to-sell strategy, see Loan-to-sell 

strategy
Origination fee, see Loan origination fee
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Passive investments, 39
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PEI (Private Equity International), 303
Penner, Ethan, 46
Pension fund(s), 6, 35, 36, 40, 70, 203, 

204, 222, 296, 299, 306, 424, 442
Percentage rent, 191–2
Performance fees, 314

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



Index  555

In
d

ex

Performance measurement, 475–86
Performance objective, 442
Periodic tenancy, see Tenancy from year to 

year
Personal guarantee, 61, 224, 228
Pfandbrief, 272
PFR (Property Funds Research), 299, 300, 
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276, 381, 440
Private real estate investment, 275
Privatization, 9
Pro forma income statement, see Income 

statement
Profi t rent, 187

Promissory note, 223, 224, 225, 229, 231
Promoted interest, 279, 281–2
Property companies (PropCos), 9, 70, 271, 

302, 320, 321, 333
Property crash, 396
Property cycle, see Real estate cycle
Property derivatives, 12, 28
Property Funds Research, see PFR
Property futures, see Futures
Property index certifi cates, see PICs
Property index forwards, 380
Property management, 122, 279, 504
Property rights, 172
Property unit trusts (authorized), 381
Property unit trusts (PUTs), 304, 396, 397
Protego Real Estate Investors, 380
Public equity, 3, 5, 319–31, 440
Public equity real estate investment, 275, 

291, 319–39, 440
Purchasing power parity, 453, 454
Put option, 61, 226, 228–9

Qatar, 418
Quality of space, 99

Radar Logic, 380, 388
Ranieri, Lewie, 342
Rating agencies, 341, 352–3, 359, 360, 361, 

362, 364, 370
Real Capital Analytics, 380
Real estate cycle(s), 22–3, 342, 377

Asia, 83–5
Continental Europe, 80–3
Dubai, 64–7
Egypt, 86–91
global, 94–5
UK, 67–80
US, 34–63

Real estate investment,
benefi ts, 275–6

Real estate investment trust(s) (REIT(s)), 5, 
9, 12, 28, 35, 42, 137, 203, 275, 295, 
299, 302, 313, 320–1, 396, 397, 402, 
411, 419, 422, 441, 450

1970s, 35–6
1990–2002, 41–3
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Real estate investment trust(s) (REIT(s)) 
(cont'd)

Asia, 331–3
Australia, 331
Brazil, 331
distributions, 323–7
equity, 35, 322
Europe, 331–3
funds from operations (FFO), 326–7, 334

Real estate investment trust(s) (REIT(s)),
global market, 331–4
hybrid, 35, 322
mortgage, 35, 322, 340
net income, 324–5
pricing, 335–8
private, 322
UK, 77, 78, 316 (box), 333–4
Umbrella Partnership REIT, 43
US, 322–331
US historic returns, 327–31
US historic volatility, 327–31
US performance, 327–31

Real estate operating companies (REOCs), 
275, 320–1, 333

Recourse, 224
Redemption, of capital, 303, 304
Refi nance, see Mortgage
Regulation, 410
Regulation Q, 342(n)
REIT Modernization Act (1999), 323
Rent,

forecasting, 109–16
index-linked, 175

Rent escalation, 175–6, 181, 186, 187
Rent review, 69, 175, 187, 192–3, 201, 334

upward only, 72, 126, 167
Rent, economics of, 95

demand, 99–103
Rent, economics of, 95

supply, 96–9
Rentable space, 177, 187
Rental abatement, 185–6, 187, 195–9

inside the term, 185–7, 192, 196–9
outside the term, 185–7, 196–9

Rental concessions, 184–5, 186
Replacement value, 33, 40, 94
Residential mortgage-backed securities, 

344–50, 370

Residential property, 206
Residual cash fl ow, 257
Resolution Trust Corporation (RTC), 41–2, 

296
auctions, 42

Retail property, 158
community center, 190
neighborhood center, 190
regional shopping mall, 190

Return,
absolute, 442, 443, 446, 474
capital, 477, 484
cash-on-cash, 47, 260
delivered, 444, 477, 478, 483–4, 488, 

507
Return,

dilution, 282
equity required rate of, 341
excess, 458–63, 503
expected, 118, 129, 477, 507
income, 477, 483, 484
IRR (internal rate of return), 41, 125, 

160, 220, 225, 226, 237, 238, 239, 
244, 259, 261, 270, 281, 282, 283, 
285–9, 290, 430, 457–9, 477, 478–81, 
513, 518

measures, 476–86
nominal, 443
of initial capital, 279, 280, 287
on equity (ROE), 260
on investment, 259
partitioning the IRR, 262–3
preferred, 279, 285, 287, 296
real, 443
relative, 442, 443, 444–6, 474
required, 44, 62, 127, 158, 160, 208, 

219, 283, 289, 365, 477, 481–2, 488
risk-free, 129, 135, 158, 390, 459, 481, 

482
senior-subordinated securities, 354
target, 277, 308, 442, 444–6, 485
total, 20, 386, 478–81
TWRR (time-weighted rate of return), 

478–81, 508, 513, 518
unleveraged, 204

Return measures, see Return
Return on equity, see Return
Reverse premium, 187, 192
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basis, 395, 397–8, 400
building, 141, 167
counterparty, 382, 384, 386, 388, 400
credit, 378, 379, 400
currency, 410, 420, 427–9, 456, 457, 

458, 459, 463–70
cyclical, 384
default, 225, 347
development, 402–3, 403–5 (box)
fi nancial, 314
interest-rate, 225, 227, 347
investment, 225
lease, 141, 167
location, 141, 167

Risk,
political, 422, 427, 430–1
portfolio, 119
premium, 456–7, 481, 488
prepayment, 226
sector, 384
senior-subordinated securities, 354
specifi c, 16–17, 18, 27, 314, 378, 379, 

384, 385, 397, 420, 432, 471
systematic, 495
tenant, 141, 167
title, 422, 427, 429

Risk premium, 130, 135, 158, 166, 167, 194
city, 141
location, 167
property, 141, 166
sector, 140–1, 166–7

Risk, and return, 118
Risk-free rate, see Return
Rodamco, 311
RPX (Residential Property Index), 380, 388
Russell 2000, 328

Salomon Brothers, Inc., 345, 350–6
Santiago Principles, 30
Savings and Loan (S&L), 36, 40, 41, 342, 

347, 350
Savings institutions, 340
Secondary mortgage market, 45, 222, 345, 

369
Second-generation space, 185
Sector swaps, see Swaps

Securities and Exchange Commission (SEC), 
324

Securitization, 28, 62, 337, 345, 347, 348, 
359, 360, 377

process, 345–8
profi tability, 348–50

Security deposit, 190
Security interest, 223, 224, 249
Segments, see Portfolio Segmentation
Semi open-ended funds, see Fund(s)
Senior-subordinated securities, 350–6, 

356–61, 364
Serial correlation, see Auto-correlation
Servicing, see Mortgage(s)
Shariah Compliant, 64
Shell and core, 185, 186
Shulman, David, 37
SML (Security Market Line), 503–5
Smoothing,

index, 15
valuation, 15, 25

Solvency II, 272
Sovereign Wealth Funds (SWF), see Fund(s), 

6, 29–31 (box), 418
Specialization, 422
Specifi c risk, see Risk
Specifi c swaps, see Swaps
Stamp duty, 16, 424
Standard and Poors, 55, 360

500 stock index, 261, 328
Standard deviation, 24, 27, 118, 119, 120, 

329, 391, 444, 485
Stock selection, 384, 449–50
Straight-line rent adjustment, REITs, 326–7
Structured fi nance, 350–6
Structured notes, 379, 381, 382, 399

pricing, 393–4
Structured real estate index notes, see 

Structured notes, 386–7
Style, 307–9, 449
Subscription agreement, 278
Sun Hung Kai Financial, 381
Supply, 14
Supply,

inelasticity, 22
Swap(s),

ABX, 389
CMBS, 380, 388–9
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Swap(s) (cont'd)
currency, 429, 465, 467
interest rate, 271, 394
international, 386
margin, 382
multi-asset, 385
price, 382
real estate linked, 379
sector, 385
total return, 380, 381, 382, 386, 388, 

392, 399
Syndicators, 296
Synthetic exposure, 382, 384
Synthetic leverage, see Leverage
Synthetic vehicles, 379
Systematic risk, see Risk

Tactical asset allocation, 384
Tamweel, 64
Target rate, see Discount rate
Target return, see Return
Taubman Centers Inc., 43
Tax benefi ts, 37, 40
Tax losses, 40
Tax Reform Act (TRA) 1986, 40
Tax shelter, 267–8
Tax(es), 28, 166, 305, 448

capital gain, 43, 166, 268–70, 321, 323, 
421, 424

corporate, 166
cross-border, 380
depreciation recapture, 268–70, 272

Tax(es),
effi ciency, 421
income, 166
REIT and REOC, 320–1
shelter, 267–8
transfer, 424
withholding, 399, 421, 424

Taxable income, REIT, 322
Tenancy for term of years, 173
Tenancy from year to year, 173
Tenant, see Lessee
Tenant fi t-out, see Tenant improvement
Tenant improvement (TI), 184–5, 186, 188, 

216, 217
Tenant improvement allowance, 184–5, 

186, 195–9

Tenant risk, see Risk
Tenant upfi t, see Tenant improvement
Tenor, 392–3
Themes, 496–7
Time preference, 482
Title, 16
Title risk, see Risk
Top-down, see Portfolio management
Total return, see Return
Total return swaps, see Swaps
Tracking error, 121, 384, 385, 397, 420, 

431, 444, 447, 486, 506
Traded futures, see Futures
Trading costs, 392
Trading volumes, 379
Transaction costs, 378, 379, 395, 396, 397, 

425
Transfer tax, see Tax(es)
Transparency, 413, 507
Transparency index, 413, 415
Treasury bonds, 229
Trusts, 303
Turkey, 452–7, 459, 465–6
Turnover rents, see Percentage rent

Umbrella Partnership REIT (UPREIT), 43
Underwriting, see Mortgage underwriting, 

37, 44, 225
Underwriting criteria, 249–56, 340, 345, 

367
debt-coverage ratio, 250–1
loan-to-value, 249–50

Underwriting standards, 36, 44, 47, 57, 
250

Unitisation, see Securitization
Universe,

global property companies, 332
Unlimited liability, 305
Unlisted investment, 275
Unlisted property funds, see Fund(s), 5, 9, 

11, 17, 29
open-ended, 9
closed-ended, 9

Unsmoothed, 21
UPREIT, see Umbrella Partnership REIT
US Property Market, 37–63
Useable space, 177, 187
Useful life, see Depreciation
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Vacancy, 208
Valuation(s), 14–15, 312

private market, 329
smoothing, 336, 338, 395, 398

Valuation(s),
unleveraged, 203–21

Valuation (appraisal)-based indices, 11, 
14

Value-add strategy, 289
Value at Risk (VaR), 446, 447
Variability, 328
VAT (value-added tax), 424
Volatility, 15, 21, 24, 118, 120, 276, 314, 

444, 485
Volcker, Paul, 344

Warm dark shell, 184
Washington Real Estate Investment Trust 

(WRIT), 324–7
fi nancial statements, 324, 325, 327

Waterfall, 280, 358
Watkins, David, 364(n)

Westfi eld, 431
Williams, John Burr, 157
Wilshire Real Estate Securities Index 

(WRESI), 328

Yield,
cash-on-cash, 470
compounded, 236, 239
dividend, 126, 261
effective lender, 237
equivalent yield (Australia), 126
fl at, 126
gilt, 390
income, 126, 476
initial yield (UK), 126
interest-only, 126

Yield,
on reversion, 126
running, 126

Zoning (planning) authorities, 97
Zoning (planning) regulations, 14, 97

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om


