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A
ll investors face a common 
challenge in the hunt for 
returns in a world of negative 

interest rates. Equity markets have 
struggled to sustain a bull run in the 
face of continued geopolitical risk. In 
commodities, the oil price remains 
depressed following January’s plunge 
to a 13-year low, concerns remain over 
China’s cooling economy and the UK 
and EU are just starting to digest the 
implications of Brexit. For fixed-
income investments, low or negative 
yields are driving investors to assets 
that offer better long-term returns. 

It's partly for these reasons that 
commercial real estate investing has 
enjoyed an upswing in popularity 
with major global financial institutions 
in recent years. But for individual 
investors; there is still no easy way to 
access this growing asset class.  

European commercial real estate 
exploded onto the international 
investment stage almost 18 years ago, 
following the birth of the euro. The 
industry emerged stronger, leaner and 
more credible from the global financial 
crisis and today, it’s thriving thanks to 
record inflows from major global 
financial institutions such as pension 
funds, family offices, foundations, 
endowments and latterly sovereign 
wealth funds, which increased 
allocations to real estate by 29% over 
the last year , according to the 
Sovereign Wealth Fund Institute. 

Big inflows from sophisticated 
investors have headed to ‘value-add’ 
real estate strategies, where assets are 
typically actively managed, improved 
and sold on. But individuals largely 
remain locked out of the opportunity 

Commercial real 
estate is coming of 
age with institutional 
investors but needs 
to open up to return-
starved individuals, 
says Ric Lewis  
of Tristan Capital 
Partners

Mind the  
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to buy into an asset class that delivers 
them the very things they need most 
– income and duration.

Many individuals already invest in 
homes or buy-to let properties, but 
neither of these options offers the 
ability to spread risk. The great advantage 
of investing in a portfolio of properties 
via an expert manager is diversification. 
Spreading the risk over a number of 
properties means that if there’s a problem 
with one, the impact is reduced. 

There are currently very few pathways 
for non-professional investors to access 
diversified private investment vehicles, 
despite a clear need. Retirement investors, 
for example, represent a huge market 
that is looking for ways to generate 
additional income following the end of 
compulsory annuitisation in the UK. 
Billions of pounds are fed into equities 
and even hedge funds, despite the fact 
that there are aspects of property that 
are, on a risk-return basis, better suited 
to those investors' long-term needs. 

For the commoditisation of the real 
estate space to work, two things are 
required – innovation and regulation. 
Creating a new range of products that 
offer investors an approved way to 
invest in build-to-rent housing or 
build-to-own housing would, for 
example, offer an alternative to 
buy-to-let investments. This would 
also provide alternative financing, 
facilitating flows from professional 
managers to house builders to help 
stimulate developments in supply-
starved areas such as Greater London. 

Obviously this scenario requires 
safeguards so that we have approved 
products with monitored performance. 
That's the only way for great managers 
to distinguish themselves. It’s certainly 
not a case of less regulation, but of 
thoughtful and productive regulation. 

The opening up of real estate 
investment management will require 
persistence. Individuals should push 
their financial advisers in this return-
constrained environment and demand 
access to professionally managed 
alternatives, to help close the  
savings gap. 
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