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THE POLITICS OF PROPERTY Steve Norris

Required show of unity at Tory conference sadly missing

This week was not the Conservative 
Party's � nest. The party's conference in 
Manchester could have done without 

open division between the prime minister 
and her foreign secretary. Given nobody, and 
I mean nobody, in any party really wants yet 
another election, the party's job was surely to 
stick together and look united, whatever the 
arguments around Brexit going on in Cabinet. 

There is a widening gulf between those who, 
like Boris Johnson, want us out of the EU in 2019 
with or without a deal, while others such as 
Philip Hammond appear to be contemplating a 
transition that might last for several more years. 
But what the party needed was a strong show of 
unity. Sadly, that was missing.

Brexit was not the only item on the agenda. 
Housing was a hot topic, with a number of 
statements from ministers and others about the 

importance of social housing and how 
vital it is that we speed up the pace 

of housebuilding. Worryingly, 
the government is apparently 
pumping another £10bn into 
Help to Buy. I realise not all my 

developer friends will thank me 
for saying this – they've become 

Help to Buy junkies looking for 
their next � x – but rule 

1.01 of economics 
is that if you 

increase 

demand without increasing supply, prices rise.
It's easy to appreciate why Cameron and 

Osborne dreamed up the idea. They believed 
(rightly) that most people wanted to own their 
own home and this seemed a good way of getting 
more young people on the ownership ladder. But 
it has driven up prices rather than made housing 
more a� ordable for those who don't qualify for 
the grant. So a few bene� t but the majority su� er. 
The scheme was due to end in 2021 and it should 
have been allowed to wither on the vine.

Careless talk 
It isn't just the Tories who have damaged the 
prospects of people just looking for a decent 
place to live. Build-to-rent has been pushed hard 
by government over the past couple of years 
– and rightly so given the average age of a � rst-
time buyer in the UK is 38. 

Quality bespoke rental surely has a role but 
Labour's enthusiasm for rent control has caused 
many foreign investors who understand the 
product to feel nervous that their investment may 

not be able to produce viable returns. Careless 
talk by Labour may well cost dear for the very 
people they say they care about.

Every fringe meeting on housing talked about 
the need to increase housing supply. Harold 
Macmillan's 300,000 homes a year was often 
quoted but I heard nothing to suggest how that 
could be replicated now, although the extra £2bn 
for social housing, equating to 5,000 homes a 
year, is better than nothing. 

At one event on the fringes, Westminster 
council leader Nickie Aiken expanded on one way 
to increase council tax revenue. She has proposed 
a new Band H for properties valued at over £10m, 
double the current band. For 2017, that stands 
at £1,376.28 so she's asking for a massive 
£2,752.56 – hardly a burden when you've paid 
north of £10m for your home. It will be fascinating 
to see how much the initiative raises; values 
are currently all over the shop. It's regressive for 
people in lower bands and ludicrously generous
to those at the top end, so something clearly has 
to be done.

It is another test for a government facing more 
challenges than any I can recall in more than 
40 years in politics. Whatever you think of your 
elected representatives, we get the government 
we deserve. As Plato observed: “One of the 
penalties of refusing to participate in politics is 
that you end up being governed by your inferiors.”
Steven Norris is chairman of Soho Estates 
and BNP Paribas Real Estate

work. The current key purpose of estate 
management adjusts to the added value of 
event management, as landlords connect 
customers not just within buildings but 
within portfolios. 

Landlords will embed in buildings the 
technology that allows, if desired, for the 
measurement of how workspace is utilised. 
The data that could be collected should 
allow landlords to shift to being the experts 
on how space can be better used and made 
more productive, depending on the sector 
of the occupier and what kind of work 
environment they are trying to create. This 
sees the role of the landlord shift to that of
a consultant provider. 

Occupiers will undoubtedly expect these 

new levels of service to be provided. The 
question often asked is: will occupiers pay 
for such services? My answer is a simple one: 
occupiers will pay for services if they can see 
the value-add that comes from them. 

People are the most valuable commodity 
an organisation possesses and developing 
workspaces that optimise their output and 
wellbeing is becoming ever more important. 
The opportunity exists for landlords to meet 
these demands and, in doing so, they can 
benefit from the additional revenue streams 
that will follow. This paradigm shift in 
approach is fundamental to closing the 
gap between provision and satisfaction.
George Roberts is head of London markets 
at Cushman & Wake� eld  

INVESTOR'S CHRONICLE Daniel Mendoza

Retirement living could be next student accommodation

Identifying the dynamics currently playing out 
in the property market feels quite easy. So as 
Q4 approaches, what can we expect?

First, there is a wall of money out there looking 
to be deployed. Institutions are experiencing 
in� ows, with the retail funds now typically sitting 
on in excess of 20% cash. Overseas investors are 
particularly enthused by sterling weakness, while PE 
houses have swollen co� ers. Swathes of property 
companies and private families are sitting on surplus 
rental income or trading pro� ts and, at the smaller 
lot-size end, buy-to-let resi investors are turning to 
commercial following punitive government taxes.

Second, in my 30-year career, I cannot recall 
such a general dearth of stock levels and envisaged 
pipeline. Likewise, reported investment levels 
are skewed by big central London trades and 
substantial investment in the alternative sectors 
such as student residential, as opposed to volume 

of individual transactions.
Third, and more than ever before, 

the weight of money is seeking 
sustainable income and we are 
experiencing greater demand for 
annuity pro� le stock and returns.

Fourth, in the South East in 
general and especially in London, 

there is a severe lack of residential 
supply. This, combined with 

low interest rates and 
help-to-buy initiatives, 

has driven pricing to 

unsustainable levels in the private sector. An 
a� ordability crisis is on its way and this will have a 
material impact on sentiment.

Finally, there is the impact of Brexit. Nobody 
knows what will evolve from the Brexit talks, but 
at best there will be a serious drag on any prospect 
of economic growth, and the incredible swing to 
Labour in the polls after Theresa May’s own goal is 
lifting the lid on growing social tensions. 

These � ve dynamics anchor my thinking as I try 
to make sense of what will unfold. As for the not-
so-easy bit, here goes...

I don’t see the wall of money and appetite for 
property abating. In addition to simple supply/
demand forces, property o� ers compelling returns 
compared with bonds and equities and is an asset 
class investors want in their portfolio. Given this, 
should you � ll your boots as property values can 
only continue their upward ascent? Or might the 
elasticity of the in� ating bubble be at bursting point, 
in which case is it time to liquidate and sit tight? 

The reality is neither of these polarities. The 
last two major corrections were marked and swift, 
one driven by a lack of debt and the other a lack of 
equity. We don’t have shortages of either this time 

around, but we are facing an impending and growing 
velocity of negative social and economic sentiment.

It is also worth considering that the UK’s economy 
has performed an about-turn. In 2016, we were 
the fastest-growing member of the G7; in the � rst 
half of this year, we were the slowest. Real wages 
are falling more sharply than they have for three 
years, while household debt levels have increased 
and interest rates have only one way to go. We will 
experience an increasing squeeze on consumer 
spend over the next 12 months, causing a slow burn 
of tenant defaults and downward rental pressure.

Investment values are now out of synch with the 
occupational narrative so if you’re all about capital 
preservation, I’d be aiming to unload within the 
next six months. And if you’re all about income, this 
correction needn’t overly concern you, assuming 
good stock selection on your tenants, lease 
structures and sector exposure. The chances are 
that you’ll be a combination of both of these, in 
which case I’d be selling selectively.

As regards opportunity, retirement living has 
fundamentals for growth. Considering the ageing 
population and emerging government policy around 
elderly care, it could be the next student living. 

On a � nal note, I was pondering Brighton & Hove 
Albion FC’s prospects on their return to the top 
� ight for the � rst time in 34 years and was struck 
by how similar I feel about our market: very much 
open-minded to what might unfold and looking 
forward to enjoying the ride... but fearing the worst. 
Daniel Mendoza is a director at Ereira Mendoza

The weight of 
money is seeking 
sustainable income

OFFICE ANGLES George Roberts

In the world of o�  ces, the gap between 
what is demanded and what is being 
supplied is growing.  

There is clear evidence that we are at 
a crossroads for owners and 

developers of o�  ces, where
it’s crucial they recognise that 
the needs of their customers 
have shifted and they must 
run hard to catch up. 

The expanding gap 
between what occupiers are 

demanding from their working 
environments and what the 

market is providing must 
be addressed, and 

it will be those 

developers that seize the opportunity that 
will be the clear winners. 

The explosion of activity from the o�  ce 
as a service sector is a wake-up call for all 
owners of real estate. The opportunity of 
leasing large amounts of space to operators 
on long leases will become a threat unless 
landlords adjust the products and services 
that are o� ered to customers. 

We are at a point where many developers 
are likely to look back in the not-so-distant 
future and regret not acting more quickly. 
The solution most commonly proposed by 
owners is to o� er more � exible leases. This 
simplistic view misses the point of what, 
fundamentally, is being sought.  

So what is it that occupiers are seeking and 

what will be the expectations of occupiers in 
the future?

The answer is a simple one, but how it is 
addressed is more complex. Occupiers are 
demanding increased productivity from their 
real estate and progressive occupiers see their 
real estate as a catalyst for revenue generation 
rather than a cost of doing business. 

Delivering real value
Owners must shift from the ‘hardware’ 
approach of providing a building to a 
‘software’ world, where real value is 
delivered through the services o� ered. 

Going forward, we can expect the 
emphasis to shift from making a building 
work to making the people within a building 

Owners must shift from hardware to software mindset Have your say
Has a comment on these pages made you 
hot under the collar? 

Got something to say about a recent story 
or big issue in property? 
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