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I spent my summer holiday in the company of a very wise German private equity

nancier. Over many dinners we discussed the catastrophe in the nancial sector
and fall of Lehman Brothers, which a year ago was the biggest corporate failure
in history and culminated in 82 billion dollars of toxic commercial debt.

Karl explained to me what he looks for when rescuing companies. There must
be strong management, a vision for the future and belief in their organisation.

TTA is fortunate to be part of Chime Communications, the leading marketing
and communications company, which employs over 1,000 people globally and
encompasses all of these qualities. The Group’s management is strong and the
vision for clients is always paramount in the minds of every person working for
Chime. The consolidation of businesses has enabled the Group to o er diverse and
integrated services for all its clients. For example, at TTAwe nd we are frequently
asked to work alongside Bell Pottinger Corporate and Financial for nancial matters
and with Bell Pottinger Public A airs on planning and political issues.

In this issue of Industry Insights the visions shown by our contributors represent
beacons of good news from di erent property market sectors — commercial and
residential, social housing and luxury housing, completed developments and
the very early stages of a pioneering Eco-village. As ever, we are privileged to
have contributions from some of the most senior faces from within the industry,
including on this occasion, three very inspiring women.

This issue contains news of how substantial transactions have taken place
despite apparent market stagnation; how products have developed and brands
strengthened; new markets discovered and companies expanded.

In the last year, my team at TTA has continued to work with our clients to ensure
we provide solutions to very complex communications issues and it has been a
privilege to be part of their achievements.

Thank you to all our contributors; we appreciate their time in writing the
articles. The magazine is produced in house at TTA with Bullnose creating the
design and Penny Norton, Senior Account Director, and Emma Waddingham,
Account Manager, writing and editing the articles.

We hope you have a good Autumn and that you nd this issue both informative
and inspiring.
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The question on everybody’s lips for the
last 12 months has been ‘How’s it going?’
and the answers, depending on what part
of the property sector you are in have
ranged from ‘Great opportunities’ (from,
not surprisingly, the opportunity funds)
and, ‘We're hanging on in there’ (from the
property companies) to “****** awful’
(from the agents).

Encouragingly, we have begun to hear talk
of economic recovery. But we are not out
of the woods yet for one very simple single
reason — debt. Outstanding property
loans of £225 billion, a further CMBS
liability of some £50 billion and the need
to re-finance £157 billion of that between
2009 and 2013 pose real problems for
property. Also, the limits on the future
funds available from the banks means that
the industry must look for new sources

of capital.

The Government has offered the banks

a helping hand in the shape of the Asset
Protection Scheme and the property
industry is arguing for a range of measures
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to help the financial position of the
occupier community (which will allow
income to keep flowing and debt to be
serviced), to get the CMBS market moving
again, and to liberalize the REIT regime
so that it offers a possible route for the
re-capitalisation of the sector and also a
means of financing an expanded private
rented sector.

For those without the cash to go property
shopping, life has to go on. After all the
buildings our industry owns and manages
do not disappear (except, of course,

for those that have been prematurely
demolished to avoid the iniquity of Empty
Property Rates!), and real estate portfolios
still need to be managed, improved and
made more energy efficient.

Instead of feeling depressed, the industry
should be taking this opportunity to

focus on managing its assets, improving
relationships with occupiers, examining
service levels and ensuring that when the
upturn comes we are fit, healthy and ready
once more to seize the day.
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Is the market recovering or are we being fooled by the swell of activity in the
property sector over recent weeks? Whether it’s an overdue response to pent
up demand or a step out onto greener grass, the housebuilders are certainly
back for business and in the market for consented land. And why not; the
evidence of a rising shortage of homes in London is pretty overwhelming.

The evidence of transactions will be viewed by many as very positive news

for an industry that has been paralysed for the past 18 months. Unfortunately
for those who bought in 2007/2008 the easing of the market is not necessarily
going to solve their problems. Land value de ation of 30-40% over the past

2 years has left some with no option to sell.

Unfortunately for those who are currently scratching their heads looking

for the exit solution there is no simple answer. Very rarely does that big idea
exist; in most cases added value has to be driven out of all phases of the
development. However there are some useful areas of opportunity that may
be explored to help navigate out of this downturn.

Less, in some cases, may be more. Higher density is no longer synonymous
with high land value. As sales values are depressed and delivery costs remain
high, developers have to recognise there are thresholds to viability. Don't
build space that you can't sell and don’t make it too expensive to deliver.

De-risking the scheme is essential to avoid big discounts or worst
creating unsaleable land. Those in the market for consented land are not
prepared or able to take a view on land risks. For instance, addressing those
protected tenancies and getting permissions and rights resolved will avoid
problems later on.

Regularly revisiting your strategy also helps address the risk of an ever
changing market. The idea that made no sense six months ago might now be
the more viable solution.

Seeking a deal with planners is of course wise, but be careful not to go to
them with a sob story. Local authorities are more enthusiastic than ever to see
both private and a ordable housing created but there remains little sympathy
for developers. Deals can be done but developers must o er something that
has genuine and deliverable bene ts.

Also, don’t underestimate stakeholder consultation, with residents as
well as local authorities and other landowners. Generally objections to
development are as a result of a failure to communicate your proposals
properly. The successful engagement of stakeholders may be the di erence
between getting that consent and not.

These are just some of the more common themes arising from our recent
work. If there is one overriding lesson that we have learnt from the downturn
itis to play to your strengths and to seek complementary partners where
necessary. ‘Stick to what you know’ might not make the most innovative or
daring mantra but it is clear that you can no longer get away with a moderate
amount of skill in a broad range of areas.

At MacDonald Egan, over the past 16 years, we have built and continue to
nurture a skill-set that allows us to understand the issues arising from land for
development, as well as to help partners spot the value in schemes and drive
out risk.

In a market where we are all placed under growing pressure to deliver the
right product in the right area extracting unnecessary risk should be a priority
for all, as is focusing on your best assets. That way you stand a better chance of
not only coping with the crisis, but thriving in it.
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By Andrew Cave, Business pro le writer for the Sunday Telegraph

What goes around comes around in the property sector, according to SEGRO
chief executive lan Coull.

The 59-year-old sees plenty of opportunity for growth but is adamant that the
huge disruption caused by the recession will not herald a shift away from the
industry’s historic boom-to-bust cycles.

“The property cycles that we've seen constantly since the war will continue,”
he says. “All this talk that it's not going to happen again, that the industry will
be much more careful about leverage and that the banks won't lend as much;
that's rubbish. It will happen.”

“We'll see values starting to rise and we'll get back into the bubble at some
point in the next ten or 15 years. The secret is reading that cycle, buying at the
right time and selling at the right time”

Mr Coull has practiced what he preaches this year by acquiring commercial
property group Brixton for £165m and the Perth-born former Scottish rugby
international has a track record in acquisitions dating back to orchestrating
J Sainsbury’s purchase of Texas Homecare in 1995.

However, he doesn’t intend to get carried away and diversify from SEGRO’s
industrial and business parks.

Sticking to the company’s knitting is what returned the company to the
FTSE100 index in September after a two-year absence and he’s promising
more of the same.

“I believe very strongly that you should stick to what you know best and do
best” he says. “When you get outside the comfort zone of what you know in
real estate you can get it badly wrong”

Ironically, an action that some viewed as Mr Coull’s biggest mistake two years
ago now ranks among his proudest achievements.

“One of the things that | think we did brilliantly was to sell our US business
absolutely at the peak of the US market,” he says, referring to the $3bn sale
of an American biotech property portfolio in 2007, which led to a slump in
the shares and allied to the return of £250 million to the shareholders to the
company’s ejection from the FTSE100.

“We decided in early 2007 that values were probably as high as they were
ever going to be. It seemed to me that we should get out while the going
was good. The timing was about as good as we could get”

Dm

Indeed, the sale completed in August 2007 — about ten days before the US
market started collapsing — though Mr Coull wishes he had sold more assets
in the UK and Europe before property values plummeted.

“We carried on selling in the UK and taking advantage of the top of the market
but not to the scale and volume that we probably should have done, on
re ection,”he admits. “We probably should have been more aggressive”

Mr Coull believes that while business park rents around Heathrow will probably
drop from the current average of £14 per sq ft to about £13 by early next year,
the UK market is “pretty darn close” to the bottom of its current cycle.

“I think prospects over the next 12 to 18 months are pretty good,” he adds.
“There’s been a lot of equity raised”

“Getting leverage is still di - cult, though the banks are starting to lend on a
secured basis, but there’s cash now coming in and looking for deals so | think
we're going to see a lot more activity and capital values will at the very least
stabilise, but more likely probably rise a bit”

The son of a baker and an auxiliary nurse, Mr Coull began as a chartered
surveyor at his local county council after leaving the Perth Academy at 18,
obtaining his industry quali cations through a correspondence course and
day release study at Dundee University.

He moved into private practice and was o ered a partnership at the age of
25 but instead took a job in Glasgow with Cavenham Foods, soon afterwards
moving to London to work with the rm’s owner James Goldsmith, and

later progressing to Texas Homecare and Sainsbury’s. Now, he’s on his third
property downturn, following those in 1973 and 1991.

Does he want to buy anything else while prices are so low?“l would love to”
he says. “Once we get to the point that | feel comfortable that we're
delivering what we said we were going to deliver through the Brixton
acquisition, then the other opportunities that are undoubtedly going to

be around will attract my attention”

“Companies don't have to go bust for us to mop them up. The nancial
position we're in now enables us to take advantage of the market”
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