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MSCI Shedding light on investment
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1 As of March, 2020;, as reported  by Refinitiv. 2 By coverage and/or staff based on public information produced by Sustainalytics, EIRIS, Trucost, as of Aug 2015; 3 Source: MSCI ESG Research as of March 2019.

• MSCI Real Estate 
Enterprise Analytics

• MSCI Real Estate Global Intel

• MSCI Real Estate 
Applied Research

• MSCI Private Real 
Assets Indexes

Global leader in Real Estate 
investment tools

In over 30 markets worldwide

Coverage spanning $2TN of 
private real estate assets

20+ years historical data

• MSCI ESG Ratings

• MSCI ESG Fund Ratings

• MSCI Climate Solutions

• MSCI ESG Controversies

• MSCI Fixed Income Solutions

• MSCI ESG Screening

• MSCI ESG Governance Metrics

• MSCI Sustainable Impact

World’s largest provider of ESG  
data and research2

Over 1500 ESG equity and fixed 
income indices use MSCI ESG 
Research ratings and data

350+ dedicated full time staff 
globally to ESG business, 
including 200+ ESG research 
analysts3

Over 1400 clients

• MSCI ACWI Index

• MSCI World Index

• MSCI Emerging Markets Index

• Factor Indexes

• Thematic Indexes

• ESG Indexes

• Real Estate Indexes

• Custom Indexes

1300+ ETFs are based on 
MSCI indexes, more than any 
other index provider1

220,000+ Indexes 
calculated daily

12,000+ in real time

• Risk Management

• Portfolio Construction

• Portfolio Attribution

• Equity Risk Factor Models

• Fixed Income Analytics

• Multi-asset Class Factor Models

• FactorLab

• Regulatory Compliance

• Managed Solutions

MSCI Global Risk and 
Performance Engine runs up to 
1 Trillion calcs/day

2 Million time series

70+ Million client positions 

50+ Global FI markets 

9000+ issuer curves

Real EstateESG ResearchIndexes Analytics

Years in Business

45+

Global Locations

35

Employees

3,000+

Active Clients

7,000+
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Ukrainian War
Potential Direct and Indirect Impacts for Real Estate

Limited direct impact on global commercial real estate markets 
because:

• Russian capital has very little presence in global commercial property 
markets: outbound flows have averaged just $330 million per year in the 
last five years 

• Ukraine’s institutional property market is small and domestic -
international exposure is minimal. 

• The most direct risk to real estate income will come from tenant companies 

with ultimate parents in these markets 

• The US has the majority of companies by number with suppliers (93%) or 

customers in Ukraine and Russia (source:Dun&Bradstreet)

Indirect impact is likely to be more significant 

• Fed through via commodity prices, inflation, bond yields and ultimately 

perhaps economic growth.

• The main mechanism is likely to be through higher energy prices, which add to 

the inflationary forces already being felt.

• Germany and Italy in particular, have a high reliance on Russian exports of 

natural gas.

• The impact on markets and tenant companies will not be equal

Source: Russia Invades Ukraine: The Picture for Commercial Property - Real Capital Analytics, Inc. (rcanalytics.com); https://www.msci.com/www/blog-posts/markets-may-be-vulnerable-to/03037683507

https://www.rcanalytics.com/russia-ukraine-impact-cre
https://www.msci.com/www/blog-posts/markets-may-be-vulnerable-to/03037683507
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European Transaction Volumes
Uptick in uncertainty in Q1

Terminated And Pulled Offers As % Completed Deals. Europe. Transactions €5m+. Q1 Data to 29.01.21

Source: RCA
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EUROPE: Economic sentiment has been a good lead 
indicator for investment volumes

European CRE Transaction Volumes vs. European Economic Sentiment Indicator. Source: Eurostat. Investment Style Preference

Source: Inrev; RCA
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EUROPEAN TRANSACTION VOLUMES: Quarterly number 
on par with Q1’21. CEE slightly up as % Total market

European Transaction Volumes into All CRE Split by Theatre. Transactions €5m+

Source: RCA
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Key themes for South African Real Estate
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1
Global View

Where does South Africa 
fit in the global picture?

What's different about 
South Africa?

3
South Africa: 
Rentals and 
vacancy

What direction are the 
fundamentals going? Are 
trends inflecting?

2
South Africa: 
Direct property 
return 
performance

Have returns recovered  
post COVID, and is the 
recovery equal across 
sectors and property 
types?

Are there clear winners 
and losers?
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Global direct property returns – South Africa at the 
bottom of the pile since COVID

Source: MSCI
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European quarerly returns show the large gap between 
sectors remains

Source: MSCI
9
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European cities see office demand decrease

Source: MSCI
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Globally, industrial returns spread widens with yield 
compression at the top  end

Source: MSCI BLOG “What Drove 2021 Real Estate Returns? – MSCI”

Net operating income yield per country as at Dec-09, Dec-20 andDec-21

https://www.msci.com/www/blog-posts/what-drove-2021-real-estate/03086625780
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South African asset classes – rebound in listed RE but 
direct real estate has been less volatile over longer term
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MSCI Real Estate South African Universe composition
Unlevered directly held real estate

40
7
B
N

2,224 properties, 

valued at R382billion
from 26 portfolios

13

Retail, 

56%

Office, 

21%

Industrial, 

15%

Residentia…

Hotel, 

0.4%

Other, 3%

SECTOR WEIGHTING BY VALUE

http://www.hyprop.co.za/index.asp
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Absa forecast

growt
h

supply overhang
supply overhang

All Property, Standing Investments

demand shock demand shock

Property Returns usually follow GDP growth down
but lags upturn until excess supply is absorbed

14Source: MSCI; absa

Economic Downturn

demand shock
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South Africa: capital return still in negative territory but 
income return recovering to pre-covid levels
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Source: MSCI

Standing Investments
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South Africa: Decomposing the return on capital 
– yields have weakened

Source: MSCI
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South Africa: cap rates, in general, have softened
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Source: MSCI; 
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Sectors returns
Negative capital return across sectors but most severe for offices
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Source: MSCI

Standing Investments
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2021 Retail and industrial distribution of returns very similar
Office underperformed & distribution had a longer negative tail

20
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Returns by market segment
Large retail still under pressure as capital returns are negative

21
Source: MSCI

Standing Investments
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Retail distribution shows high performing properties 
across the sectors but the tails are skewed to the left

23
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Net income growth has not yet recovered after COVID

24
Source: MSCI

Same Store
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Vacancies consistently lowest for distribution centers 
while super regionals and office creep up

25
Source: MSCI

Standing Investments
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Rental growth declining further to maintain occupancy
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Source: MSCISource: MSCI
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Bad debts generally down but not to pre-covid levels.
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Gross cost to income ratios continue to climb and erode 
net operating income

28
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Summary

• Global property returns, including South Africa, have bounced back to positive levels. 
However, South African returns are the lowest returns reported for 2021 thus far.

• South Africa: 

– Returns are back to positive and in line with current inflation. Income return is back to pre-covid 
levels but capital return is still negative 

– The spread of returns across the sectors has widened in 2021 with a more pronounced tail, 
suggesting that more assets are under performing the benchmark than before. 

– While retail is showing a strong recovery, super regional shopping centers still lag smaller retail 
formats in terms of rental reversions and vacancy.

– Offices are struggling most with recovery in a low growth environment and as COVID induced office 
WFH scenarios play out.

– The industrial sector,  in particular DC’s, were unaffected by COVID in the same way that retail and 
offices were. Fundaments in manufacturing have declined owing to other external factors.

– The residential sector shows the impact of weak economic growth and high unemployment through 
the increasing rental reversions. 
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About MSCI

30

MSCI is a leading provider of critical decision support tools and services for the 

global investment community. With over 50 years of expertise in research, data and 

technology, we power better investment decisions by enabling clients to 

understand and analyze key drivers of risk and return and confidently build more 

effective portfolios. We create industry-leading research-enhanced solutions that 

clients use to gain insight into and improve transparency across the investment 

process. To learn more, please visit www.msci.com. 

http://www.msci.com/
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Notice and disclaimer
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This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the “Information”) is the property of MSCI Inc. or its subsidiaries (collectively, “MSCI”), or MSCI’s licensors, direct or indirect suppliers or any third 

party involved in making or compiling any Information (collectively, with MSCI, the “Information Providers”) and is provided for informational purposes only.  The Information may not be modified, reverse-engineered, reproduced or redisseminated in whole or in part without 

prior written permission from MSCI. All rights in the Information are reserved by MSCI and/or its Information Providers.

The Information may not be used to create derivative works or to verify or correct other data or information.   For example (but without limitation), the Information may not be used to create indexes, databases, risk models, analytics, software, or in connection with the 

issuing, offering, sponsoring, managing or marketing of any securities, portfolios, financial products or other investment vehicles utilizing or based on, linked to, tracking or otherwise derived from the Information or any other MSCI data, information, products or services.  

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information.  NONE OF THE INFORMATION PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION 

(OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED 

WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability regarding any of the Information for any direct, indirect, special, punitive, consequential (including lost profits) or any 

other damages even if notified of the possibility of such damages. The foregoing shall not exclude or limit any liability tha t may not by applicable law be excluded or limited, including without limitation (as applicable), any liability for death or personal injury to the extent that 

such injury results from the negligence or willful default of itself, its servants, agents or sub-contractors.  

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction.  Past performance does not guarantee future results.  

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions.  All Information is impersonal and not tailored to 

the needs of any person, entity or group of persons.

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any trading strategy. 

It is not possible to invest directly in an index.  Exposure to an asset class or trading strategy or other category represented by an index is only available through third party investable instruments (if any) based on that index.   MSCI does not issue, sponsor, endorse, market, 

offer, review or otherwise express any opinion regarding any fund, ETF, derivative or other security, investment, financial product or trading strategy that is based on, linked to or seeks to provide an investment return related to the performance of any MSCI index (collectively, 

“Index Linked Investments”). MSCI makes no assurance that any Index Linked Investments will accurately track index performance or provide positive investment returns.  MSCI Inc. is not an investment adviser or fiduciary and MSCI makes no representation regarding the 

advisability of investing in any Index Linked Investments.

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but does not manage actual assets. Index returns do not reflect payment of any sales charges or fees an investor may pay to purchase the 

securities underlying the index or Index Linked Investments. The imposition of these fees and charges would cause the performance of an Index Linked Investment to be different than the MSCI index performance.

The Information may contain back tested data.  Back-tested performance is not actual performance, but is hypothetical.  There are frequently material differences between back tested performance results and actual results subsequently achieved by any investment strategy.  

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of the relevant index methodologies. Accordingly, constituents in MSCI equity indexes may include MSCI Inc., clients of MSCI or 

suppliers to MSCI.  Inclusion of a security within an MSCI index is not a recommendation by MSCI to buy, sell, or hold such security, nor is it considered to be investment advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in calculating certain MSCI indexes.  More information can be found in the relevant index methodologies on www.msci.com. 

MSCI receives compensation in connection with licensing its indexes to third parties.  MSCI Inc.’s revenue includes fees based on assets in Index Linked Investments. Information can be found in MSCI Inc.’s company filings on the Investor Relations section of www.msci.com.

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc. Except with respect to any applicable products or services from MSCI ESG Research, neither MSCI nor any of its products or se rvices 

recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial products or instruments or trading strategies and MSCI’s products or services are not intended to constitute investment advice or a recommendation to make (or 

refrain from making) any kind of investment decision and may not be relied on as such. Issuers mentioned or included in any MSCI ESG Research materials may include MSCI Inc., clients of MSCI or suppliers to MSCI, and may also purchase research or other products or 

services from MSCI ESG Research.  MSCI ESG Research materials, including materials utilized in any MSCI ESG Indexes or other products, have not been submitted to, nor received approval from, the United States Securities and Exchange Commission or any other regulatory 

body.

Any use of or access to products, services or information of MSCI requires a license from MSCI. MSCI, Barra, RiskMetrics, IPD and other MSCI brands and product names are the trademarks, service marks, or registered trademarks of MSCI or its subs idiaries in the United 

States and other jurisdictions.  The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and Standard & Poor’s.  “Global Industry Classification Standard (GICS)” is a service mark of MSCI and Standard & Poor’s.

Privacy notice: For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at https:/ /www.msci.com/privacy-pledge.


