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Dear readers, 

In honour of International Women’s Day, we are delighted to publish this special 
edition of Sensus in recognition of the economic, political and social achievements 
of women everywhere. 

With client contributions solely from female executives, Sensus 10 examines some of 
today’s key trends in the light of a changing economic landscape. Will office space 
as we know if make a full comeback? Is fintech the answer to greater diversity and 
accessibility in the financial services sector? Is private equity an asset class seeking to 
put its money where its values lie?

I would like to take this opportunity to thank our clients and contributors for sharing 
their knowledge and shining a light on critical areas, ranging from digital transformation 
to real estate debt opportunities. In addition to input from Alter Domus’ Supervisory 
Board of Directors, this issue includes features from CBRE Global Investors, Oxford 
Properties, Ardian, Anthemis, Brookfield, Innova Capital, and Schroders.

International Women’s Day is an opportunity to celebrate different perspectives and to 
focus on building a more equitable world. At Alter Domus we hold true to these values 
every day and we wish all our readers well, however they choose to mark the occasion.

Doug Hart 

Chief Executive Officer,  
Alter Domus
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The past two years of the Covid-19 
pandemic have been a watershed for the 
real estate industry. Face-to-face contact 
has been rare, and ESG has emerged 
as a key challenge for the sector. As we 
begin to return to normality, what are 
the key questions for the sector? In this 
roundtable, three senior women from 
the industry give their views.

This roundtable features Sophie van 
Oosterom, Global Head of Real Estate at 
Schroders, Joanne McNamara, Executive 
Vice President of Europe & Asia-Pacific 
at Oxford Properties, Teresa Dyer, Chief 
Operating Officer at M7 Real Estate, and 
is moderated by Claire Cabot, Director 
at Alter Domus Jersey.

CLAIRE CABOT: LET’S START WITH 
HOW YOU GOT INTO REAL ESTATE. 
CAN I ASK HOW YOU BROKE INTO 
WHAT USED TO BE A DIFFICULT 
INDUSTRY FOR WOMEN?   

Teresa Dyer: I got into the industry 
because of my family. I grew up being 
driven around industrial estates at the 
weekend. It wasn’t just dad, but my mum 
was in property too, which was unusual 
at that time. They loved it. So, I thought 
“why not” and I have never looked back.

Sophie van Oosterom: I studied 
economics and then I went into 
investment banking. Initially as 
generalist in Mergers & Acquisitions 
team. At the time JP Morgan was acting 
for a Dutch client called Rodamco, 
which was the largest listed global 
real estate company. Rodamco was 
demerging into five different companies 
and, being Dutch, I was assigned to the 
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real estate team to help - and thereafter 
I was never able to escape the industry.

Joanne McNamara: I studied maths at 
university and didn’t know what to do 
afterwards. Keen to be in an industry 
which involved people skills, someone 
suggested that I should try real estate, 
so I did work experience for three weeks 
at DTZ in Cardiff. After that DTZ put me 
on the graduate scheme, and I ended up 
coming up to London. 

CC: ARE MORE INVESTORS 
ASKING YOU TO FOCUS ON 
DIVERSITY AND INCLUSION (D&I) 
AND ENVIRONMENTAL, SOCIAL 
AND GOVERNANCE (ESG) ISSUES?   

JM: All my capital comes from OMERS, 
so we don’t have LPs as such, but we do 
have many capital partners and D&I is a 
massive part of OMERS, Oxford and our 
partners’ agendas. It is more formally 

becoming a large part of the “S” in 
our ESG commitments and certainly 
forms part of every conversation and 
questionnaire from partners of scale. 

TD: The first time we received an ESG 
questionnaire was around 2016, and it 
was a one-pager and we just needed to 
tick boxes. That has definitely changed. 
Big family offices and institutional 
investors all want to know what you’re 
doing. If you have a sensible approach, 
investors are usually happy. They want 
to know that there won’t be any big 
value crashes. 

SVO: Different investors have different 
levels of requirements with respect to 
ESG topics. Within Europe, the Northern 
European investors now ask about ESG 
on the first page of an RFP, where it 
used to be one of the last. Investors in 
other countries are catching up very 
quickly. But unfortunately, execution 

 

of parties still varies. I was on a call 
recently when one of the very big 
global investment managers said, “you 
don’t want to be ahead of the pack on 
ESG, you want to be somewhere in the 
middle.” Who still dares say this?

TD: Not being developers, we’re looking 
at what we can do to existing buildings 
that will make a difference. With 40 
percent of greenhouse gas emissions 
down to the built environment and a 
huge amount of that from existing stock, 
we need to make improvements. That 
might take 10 or 20 years. Building a 
super green new building is of course 
great but we also need to deal with 
what’s already built to achieve what’s 
necessary. 

JM: What we are finding with 
investors is that they want to see what 

interventions you can make that go 
beyond certifications. It’s the materials 
you’re using, how they’re being used, 
energy consumption, how you are 
looking at the embodied carbon in your 
buildings, etc. And that is just the “E”. 
There is also a lot of focus on the “S” 
and “G”. You need to show that you’ve 
thought about these things and have a 
plan to improve wherever possible.

 54 SENSUS ISSUE 10



push forward collectively. To try to 
mitigate the problem of measuring 
ESG returns, we have introduced a 
carbon tax into our underwriting across 
our portfolio. This is to hold our asset 
managers accountable for carbon 
emission costs and show the cost of 
not taking the measures needed to 
proactively reduce emissions.

CC: WILL THIS MAKE IT MORE 
DIFFICULT TO ACQUIRE OLDER 
BUILDINGS?

TD: The valuers are saying that they 
expect the cost of making a building 
green will start to be taken into account 
in valuation. I think the cost of reducing 
carbon emissions will become a 
mainstream part of due diligence soon; 
buildings will need a net-zero plan.

JM: Although it hasn’t hit the valuations 
yet, it will do so quickly. There are 
some people who just won’t bid which 
impacts values.
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CC: ARE YOU HAVING TO 
PROVIDE STATISTICS LIKE YOU 
DO FOR PERFORMANCE? 

SvO: Yes, we do. The challenge is 
there’s no single truth there, there’s no 
proper benchmark. Even the Global 
Real Estate Sustainability Benchmark, 
or BREEAM, still focuses on how good 
an investor is at reporting on the topic 
rather than what we are actually doing 
to improve. 

JM: This is where technology comes into 
its own. We’re putting a digital twin in 
place for the Sony Centre, built in 1987, 
which is a 3D computer model that tells 
you where you’re using energy, water, 
and so forth on a floor-by-floor basis.
Technology will become extremely 
important to help us measure our base 
energy usage. Without being able to 
accurately measure this, you can’t 
improve. Technology like digital twins 
makes sense where you have assets 
of scale, but I am sure in time this will 

become a more common practice. 
We are constantly looking at new 
technologies to enhance efficiencies 
at our buildings across the world – one 
of the many benefits of working in a 
global business.  

TD: It’s a big challenge collecting data 
across 600 properties in different 
countries where the metering works 
differently and you don’t control the 
data. In France, legislation requires 
both tenants and landlords to report 
their data into a central system and all 
suppliers make data available. I think 
it would be great if the rest of Europe 
implemented something similar.

SvO: I agree. That makes it so much 
harder to roll consistent ESG policies 
out across a larger portfolio, if you get 
push back from local teams saying 
they can’t be competitive anymore 
if you have to price in these required 
improvements. We need a more global 
industry body agreement to help us 

CC: WITH TECHNOLOGY IN 
MIND, HOW DO YOU SEE THIS 
AFFECTING REAL ESTATE 
INVESTMENT? 

SVO: Logistics providers are selling 
off some of their own assets in 
certain locations, thinking about 
how technology improvements and 
regulation will influence how they can 
deliver into cities (electric, drones, etc). 

JM: Look at life sciences, too. There’s 
enormous government funding across 
Europe for healthcare spending and 
R&D. But there’s neither enough lab nor 
enough manufacturing space. I think 
there’s still room to grow, even though 
there’s a ton of capital chasing that 
opportunity. 

CC: WITH THE PANDEMIC IN MIND, 
HOW HAVE LPS CHANGED THE 
WAY IN WHICH THEY INVEST? 

SvO: Firstly, when it comes to selecting 
managers during the pandemic lock 
down, LPs have stuck to the managers 
they know because seeing new people 

was impossible. Secondly, I believe that 
many LPs have realised that they need a 
team that is operationally very smart. To 
create performance, you need a team on 
the ground with specific expertise, that 
lives it, breathes it and interacts with 
the tenants on a daily basis. Although 
LPs have become very professional 
investors over the years, I think the focus 
on operational expertise has become 
crucial when creating value.

JM: Yes I certainly agree and LPs are 
being more flexible and more creative 
about the way they access markets. 
I think that there will continue to be 
consolidation, and the larger GPs and 
those who specialise, especially those 
with strong operational capabilities, will 
be the winners.

CC: WILL TODAY’S INFLATIONARY 
ENVIRONMENT CREATE MORE 
OR LESS OPPORTUNITIES FOR 
INVESTORS?

SvO: If inflation leads to higher interest 
rates there will have to be a value 
adjustment. It hasn’t really affected 

values yet, but it will. Initially returns are 
likely to come down a little due to higher 
financing costs and value adjustment. 
Thereafter we calculate that there is 
a 60 percent link between inflation 
and real estate income, as you can 
push through rent increases, so in the 
medium to long run, real estate should 
outperform other asset classes.

CC: WITH LIFE SLOWLY GETTING 
BACK TO NORMAL, HOW DO 
YOU ALL FEEL ABOUT MPIM 
AND OTHER CONFERENCES? DO 
THEY STILL SERVE A PURPOSE, 
IN TERMS OF NETWORKING AND 
COMING TOGETHER?

TD: The last couple of years showed 
that there are things you can do online, 
like webinars where you present an 
opportunity to a larger group of people, 
or talk about technical subjects. But 
face-to-face conferences are definitely 
better for blue sky thinking, macro 
subjects and networking.  
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Featuring Briana van Strijp  
from Anthemis

If you want your organisation’s brand to 
be authentic, you need to ensure your 
goals and values are aligned. Briana van 
Strijp, CEO of Anthemis, explores the 
brand authenticity lessons that can be 
learned from fintechs.

If fintech was considered an emerging 
industry before the pandemic, its ascent 
has become impossible to ignore since. 
The widespread adoption of electronic 
payments, mobile wallets, e-commerce 
platforms and paperless lending are all 
pushing us (willingly) towards a cashless 
society. At the same time, the freedom 
and flexibility fintech offers has laid bare 
the inadequacies of traditional financial 
services. If not completely broken, 
our financial system – formed during 
the industrial era – clearly lacks the 
fairness and inclusivity that society now 
demands. 

WHAT DO FINTECH FIRMS  
DO WELL?   

Of course, industry knowledge and 
connections are fundamental to the 
success of fintech start-ups, many of 
which rely on established financial 
services firms for infrastructure, 
distribution and navigating the complex 
regulatory environment. But when it 
comes to delivering more equitable 
outcomes, fintech firms are clearly 
leading the way. 

At its core, fintech holds the promise 
of financial inclusion and the 
democratisation of access, ensuring 
state-of-the-art financial products and 
services can be accessed by virtually 
anyone, anywhere. Along with greater 
accessibility, the optimised business 
structure of fintechs means products 
and services can be up to 10 times less 
expensive than those of a traditional 
bank or insurance company. That blend 
of speed, affordability and convenience 
is also leading to rapid economic growth.

But there’s more to fintech than simply 
splicing together financial services and 
technology, as the name would suggest. 
The best fintech merges the user 
experience (UX) and the user interface 
(UI) to personalise the customer 
experience in ways that traditional 
financial services models cannot. In 
other words, it’s about seeing customers 
as human beings, and developing 
products and services conceived and 
built specifically for them. 

The traditional view that a financial 
experience is wholly separate from 
the customer experience is becoming 
obsolete. Take attitudes towards data, 
for example. Legacy institutions such 
as banks and insurance companies 
have historically seen data asymmetry 
as a competitive advantage, resulting 
in institutions effectively ‘hoarding’ 
personal data. Fintechs, by contrast, 
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look to convert personal data into 
insights that help customers make 
better decisions, as well as making it 
easier for them to access services when 
needed. 

In 2019, we coined the term ‘embedded 
finance’ to describe how the 
personalisation of financial products 
and services by fintechs was starting 
to streamline the entire experience for 
customers, moving beyond the financial 
services industry into other adjacent 
sectors. But embedded finance is an 
intuitive, invisible system where trust is 
essential. That’s why authenticity is a 
core part of the brand proposition for 
fintech firms.

WHAT IS BRAND AUTHENTICITY?  

Brand authenticity is something many 
fintech firms are leading the way on, and 
that other organisations can learn from. 
An authentic brand is one that makes a 
conscious decision to be consistent in 
its messaging, stays true to its values, 
listens to its stakeholders and owns 
up when it gets things wrong. There 
are countless examples of well-known 
brands that promise much but fail to 
deliver. If authenticity isn’t at the core of 
your organisation, your message won’t 
resonate externally. Customers will see 
past the marketing and the spin, and will 
choose to go elsewhere.

At Anthemis, we’re already seeing this 
take hold in our portfolio companies 
like Daylight, which serves the LGBTQ+ 
community, and First Boulevard, which 
serves the Black American community. 
These brands deliver honest, authentic 
service offerings to meet the needs of 
historically underserved markets, and 
their stories are resonating.     
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identify and engage with diverse and 
heterogeneous founders. Of the 150-
plus companies in our portfolio, 45% 
are founded by women or people of 
colour. Being authentic gives you licence 
to spark a virtuous circle where more 
diverse groups of people have better 
access to funding, who can then go 
on to build more diverse and inclusive 
products and services. 

YOUR PEOPLE MAKE YOUR BRAND

Authentic brands are built from the 
inside out. Every employee is a brand 
ambassador, and if the culture of your 
company is not aligned, you’ll see that 
misalignment filtering through to the 
outside world. Building a people-first 
internal culture starts with establishing 
trust. For example, the pandemic forced 
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IT STARTS WITH VALUES  

How can firms build authenticity? A true 
and trustworthy brand is authentic to its 
values and its mission. At Anthemis, we 
were among some of the first investors 
in fintech over a decade ago. We set out 
to transform the financial system, based 
on the guiding principles of Diversity, 
Equity and Inclusion (DEI), authentic 
collaboration and ‘virtuous cycle’ 
outcomes. A decade later, we continue 
to see the value of an authentic, ESG 
focused approach.

Since inception, our belief has been 
that diverse teams, and diverse 
leadership, will outperform the market. 
We’re now seeing concrete evidence 
of this; the 2018 McKinsey report 
‘Delivering through Diversity’ revealed 
that companies in the top-quartile for 

gender diversity on executive teams 
were 21% more likely to outperform 
on profitability, and 27% more likely 
to have superior value creation. 
In addition, companies in the top-
quartile for ethnic/cultural diversity on 
executive teams were 33% more likely 
to have industry-leading profitability.1 

WALKING THE TALK

As investors, it’s not enough to look 
to fund diverse teams as proof of our 
authenticity – we have to ‘walk the talk’ 
ourselves. Anthemis is an organisation 
where 55% of my colleagues are 
women. Crucially, most of the decision-
makers on our investment teams are 
women. Therefore, it’s no surprise to 
us that being part of a diverse and 
heterogeneous team allows us to better 

1 McKinsey: Delivering through Diversity (2018).

companies to experiment with remote 
working, and to adopt digital solutions 
at short notice. Instead of chaos and 
anarchy, most companies instead found 
that by adopting an adult-to-adult 
approach and empowering colleagues to 
make their own decisions on how to be 
most engaged and effective outside of 
the office, was mutually beneficial and 
increased productivity.

There will always be those who benefit 
from being in a very collaborative or 
structured environment, while others 
need peace and quiet. So, just as fintech 
recognises the value of personalising 
the customer experience, an authentic 
organisation understands the value of 
personalising the work experience for 
employees, and respecting their choices. 

BENCHMARKING PROGRESS 

According to Amazon founder Jeff 
Bezos, “Your brand is what other people 
say about you when you’re not in the 
room.” The best way to learn what 
others think of your brand is to ask 
them. Determining your company’s Net 
Promoter Score (NPS) as well as your 
Employee NPS are good ways to really 
understand whether people would 
advocate for your brand, and whether 
they would recommend it to friends 
and family. It’s this distinctly human 
interaction – people talking to other 
people – that makes NPS and ENPS so 
essential for brand authenticity. 

Right now, community and authenticity 
matter more than ever. The last couple 
of years have prompted many of us to 
question the nature of work, our needs 

as an individual, and our place in society. 
It has also left people demanding more 
of the companies they choose to work 
for or interact with. But if you want to 
change the system, you have to change 
the paradigm – system change is not 
possible without shifting mindsets. 
I’m hopeful, because I believe that the 
heart of every good and impactful 
organisation is its people, and that 
companies with a people-first culture 
are best-placed  to reshape our economy 
to something far more inclusive and 
beneficial for everyone and this continues 
to be core to Anthemis’ DNA.  

Anthemis Group is a global platform that 
cultivates change in the financial system 
by investing in, growing, and sustaining 
businesses committed to resiliency, 
transparency, access and equity.
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CAN’T FIGHT THE LAW        
OF ACCELERATING RETURNS   

Featuring Kim Perdikou from  
Alter Domus’ Supervisory Board

Kim Perdikou, member of Alter Domus’ 
Supervisory Board, doesn’t necessarily 
describe herself as a futurist, but you 
have to be pretty forward-thinking to 
enter computer science at a time when 
most digital data is being stored on 
punch cards.  

Perdikou was just a teenager when 
she entered a technology college 
in her native Scotland. Rather than 
taking a more theoretical course at the 
University of Glasgow, she hoped to 
learn how computers could be used to 
advance business. 

It’s safe to say the plan paid off.

Since earning her BCS and MS — the 
latter from Pace University in New York 
City — she’s become a highly-regarded 
technology-focused business leader. 
Her CV includes stints at Women.com 
Networks, Inc., Reader’s Digest, Knight 
Ridder, and Dun & Bradstreet. She 
also spent 14 years at California-based 
multinational Juniper Networks, which 
develops and sells routers, switches, 
software, and other networking 
products, in C-suite positions, including 
as Chief Information Officer. 

Along the way, she was recognized 
as one of Computerworld Magazine’s 
Premier 100 IT Leaders. 

Clearly, you don’t build a resume like that 
without having an eye on what’s next.

Today, one thing Perdikou is looking out 
for is how the law of accelerating returns 
is being applied in financial markets.

If you’re not familiar with the concept, 
the law of accelerating returns suggests 
that the rate of technological change 
increases exponentially, becoming 
faster over time. Ray Kurzweil, who 
came up with the thesis, explained it 
in a 2015 magazine article like this: “30 
steps linearly gets you to 30. One, two, 
three, four, step 30 you’re at 30. With 
exponential growth, it’s one, two, four, 
eight. Step 30, you’re at a billion.”

As someone who’s witnessed computing 
move from punch cards to microchips 
capable of storing billions of bits of data, 
Perdikou knows first-hand what the 
“law” is all about. She also realises this 
kind of thinking – which she describes as 
a calculus calculation, meaning it’s pretty 
heady stuff – isn’t easy for everyone.

“Humans are really good at looking 
at linear growth and saying, ‘Okay, 
so there are two or three dimensions 
changing,” she said. “The challenge now 
is that we’re seeing multiple dimensions 
changing and the rate of change is so 
fast we need additional technology just 
to help manage it.”

A HAMMER LOOKING FOR A NAIL  

While the dizzying pace of innovation is 
driving growth across every vertical, not 
every company knows how to leverage 
technology’s potential. Some businesses 
seem content automating their 
processes in a bid to increase efficiency 
then stopping there. That’s not enough, 
Perdikou said, especially when markets 
value and reward companies on how 
they’re using technology to accelerate 
their rate of return. 

But a broad-brush, “throw technology at 
the wall and see what sticks” approach 
isn’t the answer. 

In fact, the opposite is true.
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In Venezuela, cryptocurrency is being 
used to moderate hyperinflation 
because it’s more stable than the 
local currency. That would never 
have happened without blockchain, 
the digital ledger that helped give 
legitimacy to bitcoin.

“The fact is bankers are increasingly 
recognising that technology has value 
and they’re using it to deliver their 
differentiation,” Perdikou said. 

In the investment world, technology is 
being used to speed decisions, and in 
that regard, some investors are literally 
taking matters into their own hands. 
Case in point: the Chicago group of 
High Frequency Traders that were so 
concerned their network was slowing 
down their deals, they bought land 
between Chicago and New York where 
they had fibre cable installed, cutting 
milliseconds off turnaround time. 
(They’re not alone, by the way. Early 
on, Bloomberg installed custom-made 
cable so it could move data faster than 
its competitors.)

And while milliseconds may not 
seem like much, over hundreds and 
thousands of deals, the time does add 
up. In a sense that is what the law of 
accelerating returns is essentially about 
— creating more powerful advantages 
from the ones that came before. In this 
case, every millisecond saved through 
enhanced technology means more 
money to build on.

“The companies that don’t embrace 
technology are going to be sluggish 
at best and disappear at worst. Look 
at what Apple did with the iPhone. 
Everybody said, ‘we don’t need another 
phone,’ but now we’ve got great 
phones and a company like Nokia, 
which was slower to change, didn’t 
leverage the right technology on time. 
Now they’re counted in the ‘others’ 
bucket of global smartphone market 
share, whereas Apple is #2 globally and 
#1 in the US.”  

“Once there’s a new technology, 
everybody thinks it’s a hammer looking 
for a nail, but that can lead to tools being 
applied indiscriminately or incorrectly,” 
Perdikou said. “At Juniper, when we 
looked at the leaders in every vertical, we 
saw that the reason they led is because 
they had embraced relevant technology.

“These companies had a very strong, 
articulated, crisp strategy, and they 
focused on the tools they needed to 
deliver that strategy,” she said.

Something else Perdikou discovered at 
Juniper is that leaders adopt technology 
earlier than their peer group. 

“As part of our target marketing efforts, 
we were trying to identify which vertical 
would apply our technology faster,” 
Perdikou said. “The astonishing thing we 
found was that the vertical didn’t matter. 
The leaders in finance, the leaders in 
telecom, the leaders in gaming and 
casinos, they all applied technology 
faster than anyone else.” 

PROGRESS BUILDING  
ON PROGRESS  

So, what does the law of accelerating 
returns mean to financial markets? 

To understand its impact, Perdikou 
suggests looking at systemic changes 
in banking and currency and points to 
China and Venezuela as examples.

Unlike the Western world, where 
banking relationships are common, 
before 2007 or so, most people living 
in China didn’t have a bank account. 
About that time, though, cell phone 
use proliferated in China and online 
payment systems emerged. Almost 
overnight, people went from not having 
a bank account to having a bank in their 
pockets. Today, China has the highest 
rate of online payments against the GDP 
of any country. 
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Featuring Stéphanie Bensimon  
from Ardian

Some 24 months after the initial 
disruption of the global pandemic, a 
new economic landscape is emerging, 
shaped in part by clear shifts in working 
patterns and societal expectations. 
Sensus Magazine recently sat down with 
Stéphanie Bensimon, Head of Real Estate 
at Ardian, about developing trends, 
the growing importance of technology 
and what the future holds for the real 
estate industry and the office sector in 
particular. Is the sector set for significant 
transformation?

Offices will face the same future due 
to the rise of digital technologies on 
working and lifestyle trends. Most office 
space will be redesigned to respond to 
the growing demand for better social 
and environmental behaviour. While 
remote working may be a challenge, it 
is also a real opportunity to offer a new 
vision and to build a brighter future. 

Q: In terms of office space, how are 
you seeing this change play out in 
operational terms and decision making? 

A: Companies are reshaping their office 
footprint, with some relocating to 
smaller yet better, greener and more 
central buildings. In short, companies 
seem to want fewer but better square 
meters. Such a move seems to underline 
that the new ways of working are 
here to stay. The relationship between 
landlords and tenants is also evolving, as 
they are working more closely together 
in the design and day-to-day operation 

of these new buildings. Hybrid working 
requires flexibility at every level: from 
the development, to the operation and 
to the occupancy of the office space. 
And, while new business models are 
emerging, core investors may not yet be 
convinced – counterparty risk must be 
carefully monitored. 

Q: ESG considerations now dominate 
many boardroom agendas as investors 
and stakeholders alike demand much 
more responsible, sustainable products 
and outcomes. How is the real estate 
sector responding to these demands? 
What role can real estate play in building 
a better tomorrow? 

A: Climate change is without a doubt 
the largest macro trend that will 
affect real estate going forward. Both 
tenants and investors are increasingly 
asking for greater transparency and 
carbon responsibility, now becoming 
a key factor of a building’s selection. 

REAL ESTATE:  
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Q: We have all experienced the rapid 
shift towards online purchasing and 
telecommuting – a move that would 
almost certainly never have happened 
so extensively without the impetus of 
the health crisis. But what does this 
mean for office and retail infrastructure, 
what does the future look like? 

A: With regards to retail, structural 
changes such as the rise of e-commerce 
have played a huge part in accelerating 
the shift to online purchasing. Changing 

buyer behaviours were already occurring 
before the pandemic, but today’ 
significant adjustment, as a result of the 
public health measures, is likely to be 
permanent. High-Street flagship stores 
will be used purely as a ‘showcase’ 
in prominent, high value locations 
while smaller stores will act as simple 
distribution points. Traditional key 
metrics such as footfall, frontage and 
layout need to be redefined and new 
metrics to be found. 

 

Real estate investments must meet a 
high level of environmental, social and 
governance criteria, which requires 
effort throughout the entire lifecycle of 
a building whether in the construction 
or the day-to-day operation. At Ardian, 
we aim to transform obsolete assets 
into “Green+” assets, which means with 
strong sustainability credentials and 
answering the new needs of tenants in 
key city-centres across Europe. “Green+” 
buildings emit on average 40% less CO2 
than other office assets on the market. 
Our carbon reduction trajectory is in 
line with the 1.5 degree Celsius target 
set by the Paris agreement in 2016. Our 
investment approach is built on the 
conviction that it is our fiduciary duty to 
produce positive outcomes not only for 
our clients but also for all stakeholders 
including the environment. 
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construction companies are on raw materials coming from 
abroad. We saw firsthand how the collapse of one single 
supply chain from China, for example, could stall construction 
and thus impact performance. That episode is a great example 
highlighting why companies should seek to source more 
local solutions, reducing reliance on overseas suppliers and 
developing more sustainable processes. 

Q: It has been said that the real estate sector is resistant to 
embracing technological transformation. Do you see this as a 
problem and is it likely to change? 

A: Yes, I think this has been the case historically with real 
estate investment management being notorious for its 
resistance to change. However, the shock of Covid-19 pushed 
the real estate sector towards a more tech-based industry. 
Property managers are now more likely to turn to technology to 
support every step of their investment management process – a 
process which seems set to change. A better integration of data 
collection and data automation will help streaming tenants’ 
demands and facilitating financial reporting. Investors will also 
shift from spreadsheets to digital software with access to real 
time data on investment performance to more quickly identify 
new trends, needs and solutions. 
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Q: What about the investment side, will we see a greater 
willingness to welcome the latest technologies? 

A: I think it is inevitable and we could expect to see a shift 
towards more transparency with the rise of digital platforms 
listing all data on deals ultimately generating more market 
volume and a faster pace for transactions. Additionally, new 
data collection processes may lead to more accurate growth 
trajectories, as traditional appraisal metrics may not fully 
capture a building’s key aspects. 

Q: And finally, with the transition in the real estate sector already 
underway, what key points should be particularly monitored? 

A: I see three areas to keep an eye on. First, whether rental 
values for prime assets will continue to increase. It is hence 
crucial to assess supply and demand to ensure renting the 
best products at good rents while continuing to offer an 
excellent quality/price ratio to tenants. Next, we should 
monitor whether the risk remuneration for undertaking Core+/
Value-add projects continues to decrease, given that in today’s 
market, the risk premium between Core and Value-Add assets 
is increasingly narrowing. Finally, we need to evaluate whether 
prime yields will continue to compress even though interest 
rates continue to rise. This is especially relevant in today’s 
context of price inflation with real estate remaining a strong 
hedge against inflation.  

Q: Global supply chain disruptions have impacted many 

industries and sectors, with construction perhaps being 

among the hardest hit. What impact does this have on the real 

estate sector? 

A: At the height of the Covid-19 pandemic, we saw delays 

in our construction sites across all our projects, similar to 

all industry players. This highlighted just how dependent 

“Eventually technology will help investment 
managers manage their portfolio and tenant 
relationships more efficiently through data 
collection and data automation, focusing on 
the essential: finding solutions through social 
interactions.”  

Stéphanie Bensimon 
Head of Real Estate at Ardian

“The future workplace is moving towards a 
mix of traditional offices and telecommuting, 
where spaces are redesigned, favouring social 
interaction, cohesion and creativity. The 
optimisation of the number of workstations is less 
of a determining factor than the quality of the 
space and the services that accompany it.”  

Stéphanie Bensimon 
Head of Real Estate at Ardian

Ardian is a world-leading private investment house with 
assets of US$125bn managed or advised in Europe, North 
America and Asia. Their mission is to generate sustainable, 
long-term returns for clients, alongside positive social impact 
that benefits all stakeholders and society at large.
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RAISING THE DIGITAL 
QUOTIENT OF BOARDROOMS   
 
Featuring Ekta Singh-Bushell from  
Alter Domus’ Supervisory Board

The intersection of data, digital, 
finance, and talent is where growth 
companies have the most potential to 
accelerate further. Ekta Singh-Bushell, 
a member of Alter Domus’ Supervisory 
Board of Directors, and Chair of Alter 
Domus’ Strategy Committee, recently 
sat down with Sensus Magazine to give 
her take on how greater technology 
enablement is transforming companies. 

As a lifelong transformation advocate, 
Ekta has served as a board member and 
Chair/CEO advisor to global companies, 
both public and private equity backed, 
on their value creation journeys. Ekta 
was formerly COO, Executive Office 
at the Federal Reserve Bank of New 
York, interim CEO for a digital analytics 
start-up, and a senior global partner 
at EY. She has worked across multiple 
verticals in over 60 countries with a 
specific focus on digital transformation 
and customer experience, reducing 
risk, improving compliance and driving 
operational efficiencies. 

HOW HAS TECHNOLOGY EVOLVED 
TO PROVIDE COMPANIES WITH 
GREATER OVERSIGHT?

The traditional nerve centre for company 
oversight used to be the CFO and COO 
offices. These offices were the natural 
focus of many boards and especially 
that of Audit, Risk and Compliance 
Committees (ARCCs).

Over the last two decades, the rapid 
evolution of technology – specifically 
with digital transformation – has meant 
greater technology enablement of 
business processes in the offices of the 
CFO and COO. Digital has become a 
“suitcase” word, encompassing the use 
of data, analytics, automation, edge 
computing, SAAS, customer experience 
and digital interactions. Today, it is much 
easier to provide deeper and more 
real-time insights that enable better and 
more fulsome oversight of companies. 
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More fundamentally, as technology 
and digitisation have evolved, they 
have transformed the board’s role 
from oversight to providing insight 
and foresight based on real data. The 
addition of critical new nerve centres, 
such as the offices of the Chief Analytics 
Officer (CAO), Chief Digital Officer 
(CDO), Chief Product Officer (CPO), and 
the Chief Innovation Officer (CIO), have 
added far more science to boardroom 
oversight and dialog than ever before. 

In my numerous experiences as Chair of the Audit Committee and Lead Independent 
Director, there are three areas where digital transformation has had the greatest 
functional impact from an audit and risk management and board oversight standpoint:

1. Compliance and Risk Management: Both external and internal audit teams 
are leveraging robotic process automation, data lakes and platforms to enable 
more continuous and real-time monitoring of events, risks and insights. Through 
increased visibility, everyone can better understand the ‘what could go wrongs’ 
and thereby be more proactive, comprehensive and responsive. 

2. Operations: Similarly, edge computing, cloud infrastructure and SAAS applications 
have allowed both the CFO and COO offices to go deeper, be more self-reliant 
and leverage data for better insights. The increased understanding has expanded 
well beyond operational metrics to insights regarding talent utilisation, efficiency, 
and ultimately experiences.    

3. Brand and Reputation: Trust – and safety – with all stakeholders is key. The 
responsibilities of boards of directors continue to evolve, particularly given the 
events of recent years. Boards play a critical role in overseeing trust as a corporate 
asset, so supporting technology is evolving to proactively measure and prioritise 
trust and its impact on business performance. 

. 

Close the
insights gap

Understand how 
digital can upend
business models

Engage more 
frequently and 
deeply on
strategy and risk

Fine-tune the
onboarding 
and fit of digital 
directors
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insights gap

Understand how 
digital can upend
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Engage more
frequently and
deeply on strategy 
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Fine-tune the
onboarding and
fit of digital
directors

WHAT WAS KEY FOR YOU IN TRANSFORMING 
YOUR FOCUS FROM BUSINESS LEADER TO ACTIVE 
DIRECTOR FOR GROWTH AND PUBLIC COMPANIES? 

I’m fortunate to have been an active director for growth 
and public companies, especially founder-led companies. 
Transitioning from being an operational and hands-on 
business leader meant going from being “the expert” with full 
responsibility, ownership and management of large global P/
Ls, to taking on the role of a trusted advisor. 

The key to this change is repackaging three decades of hard-
earned lessons and relevant insights to challenge leadership 
by asking the right questions and motivate the right decisions 
& actions. The keys to being a good coach in the corporate 
environment take on even greater meaning in a boardroom, 
where you have a fraction of the time compared to when you 
lead a business.  

Success in this role comes down to becoming a “Rosetta Stone” 
– listening, advising, translating and siting at the intersection 
of those who own the company’s growth transformation, risk 
management, and stakeholder management.
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DO BOARDS NEED TO CHANGE THEIR APPROACH OR 
STRUCTURE TO PROVIDE GREATER GOVERNANCE 
AND KEEP UP WITH EVOLVING DIGITALIZATION 
OPPORTUNITIES AND RISK ISSUES? 

Yes. In my experience, the best boards are laser focused on 
strategy, providing not just oversight, but insights and foresight. 
Excelling at the latter two objectives over the last two years has 
meant a change in approach and a critical shift in the role. 

Success today requires a more nuanced approach with more 
frequent check-ins with management. Key topics include 
more dynamic decision making, challenging and figuring out 
ways for organisations to become more resilient, and planning 
how to emerge from the pandemic. Those needs, combined 
with the continuing global discontinuities and the operational 
risk issues with the increasingly volatile cyber threat 
landscape, require boards to implement a new approach and 
new structure. Some of my high growth company boards 
have formalised the setup of value creation and strategy 
committees, technology/cyber committees, and have gone 
deeper into ESG or crisis management.

More fundamentally, the phenotype of US corporate 
boardrooms has transformed with the addition of more 
diversity, especially race, age and gender, which has also led 
to changes in structure, approach and diverse ideas.

HOW HAVE AUDIT COMMITTEES FOR BOTH PRIVATE 
AND PUBLIC COMPANIES PROGRESSED TO ADDRESS 
RISK AROUND FRAUD, ETHICS, AND CONFLICTS OF 
INTEREST?  

Over the last few decades, audit committees have developed 
a robust playbook of actions that are essential for companies 
to address these risks. We are now living in the Trust Age. 
This is a time where information – and misinformation – is 
omnipresent. Perceptions reign supreme, and digital security 
and data privacy are constantly threatened. The safeguarding 
of trust and safety of stakeholders has become non-negotiable.

Whistle-blower hotlines and internal code of conduct training 
must be augmented with sophisticated, various third-party 
systems that include a set of both preventative controls and 
detection controls to provide nonstop, real-time monitoring 
and to flag industry-specific risk alerts. 

Table stakes for audit committees now include anonymous 
reporting, triage, incident response, as well as forensic and 
legal investigations. These initiatives are supported through 
sophisticated AI and machine learning software and a network 
of global service providers with experts on the ground in 
different jurisdictions. Heads of compliance can quickly scan 
the global regulatory landscape changes that impact their 
unique business operations through advanced vendor risk 
monitoring and politically exposed person (PEP) lists as part 
of their legal contracting process.

IN THE WAKE OF SOLARWINDS AND GREATER 
SUPPLY CHAIN SCRUTINY, WHAT BEST PRACTICES 
ARE YOU SEEING IMPLEMENTED AT FORWARD 
THINKING COMPANIES

Here are some of the best practices that we have been 
implementing across my companies:

• Leveraging independent cyber scoring to enable real-time 
monitoring of supply chain risks.  

• A detailed and proactive crisis management framework 
including retainers with third-party experts for cyber-
recovery, forensics, and ransom (especially Bitcoin) 
negotiations.  

• Going beyond the traditional reliance on brand and 
communications firms and building up core competencies 
in-house. 

Forward thinking companies and boards are challenging 
themselves to ensure that at least one board member is or 
has been a cyber/info security practitioner. This ensures that 
someone on the board team works closely with the Chief 
Information Security Officer (CISO) and is bringing the latest 
developments in this very dynamic, high-risk and high-
reward area.

Cyber risk poses both an opportunity and a threat. To use a 
sports analogy, companies need to assess whether they go 
on the offensive or stay defensive. Offense is demonstrating 
positive resilience versus only focussing on protection and 
being reactionary. Forward thinking companies are setting 
up a separate technology and innovation committees or sub-
committees to focus on how cyber can become a strategic 
and competitive differentiator.  

New digital directors 
must be able to influence 
change within the culture 
of the board and to play 

well with others.

Today’s strategic discussions need 
to match the speed of disruption 
and respond to real-time market 

signals about digital shifts.

Directors should focus more on digital 
fundamentals such as data assets  or 

customer-experience quality

Boards need the technological chops 
to recognise breakthrough digital 

initiatives as well as any hidden 
security or data risks. 

Source: McKinsey&Company
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HOW SUBORDINATED 
INFRASTRUCTURE DEBT   
IS BECOMING A RISING STAR 
Featuring Hadley Peer Marshall  
from Brookfield 

It’s long been thought that infrastructure 
debt was best left to project finance 
banks, insurance companies, and 
government agencies. But the credit 
crisis of 2008 drastically changed 
the landscape — and resulted in an 
expansion of the asset class and sources 
of capital. As a result, more investors and 
sponsors are looking to subordinated 
infrastructure debt for downside 
protection and attractive yields.

Hadley Peer Marshall, managing partner 
and co-head of infrastructure debt 
at Brookfield and a former Goldman 
Sachs executive, says the reasons for 
the change are varied — and so are 
the reasons an increasing number of 
investors are attracted to the asset class. 

NOT YOUR FATHER’S 
INFRASTRUCTURE DEBT

Less than a decade ago, infrastructure 
debt was mostly funded by large project 
finance banks. That was because these 
deals required detailed due diligence 
and complex structures, and lenders had 
to meet sponsors’ demands for borrowing 
significant amounts of leverage combined 
with long-term financing.

Then came the credit crisis, and 
everything changed. Suddenly project 
finance banks had less appetite for 
these projects. For one thing, the new 
Basel III rules had introduced a set of 
reforms designed to mitigate risk within 
the international banking sector. At the 

same time, Leveraged Lending Guidance 
put more protections and regulations 
into place. And while equity should have 
filled the void in capital structures, that 
just wasn’t efficient from a cost-of-
capital perspective.

Not to worry. The subordinated 
infrastructure debt asset class stepped in.

How does subordinated infrastructure 
debt work? According to Peer Marshall, 
it’s a lot like taking out a second 
mortgage on a home. 

“Subordinated infrastructure works the 
same way,” she said. “There’s the senior 
debt on a project, and the subordinated 
debt acts just like a second mortgage, 
in which the senior debt must be repaid 
first and then the subordinated debt. 
Most importantly, subordinated debt 
should have a lower return than that 
expected by the equity investor, thereby 
lowering the overall cost of capital for 
a project.  The debt is secured on the 
project and benefits from the equity 
risk capital, and therefore provides an 
attractive risk/return profile.”

A HOST OF BENEFITS

Infrastructure is not only a competitive 
asset class, Peer Marshall said, its 
benefits also make it compelling. 

”Infrastructure debt hasn’t been around 
as long as infrastructure equity as an 
investable asset class,” she explained. 
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Infrastructure is known for providing a 
relatively safe investment. Because of 
its characteristics, such as long-term 
predictable cash flows, essential services 
and high barriers to entry, historical 
default rates have been low and recovery 
rates have been high. But, from the 
investor perspective, it has been difficult 
to access this asset class unless you are a 
bank. While subordinated infrastructure 
investments provide the qualities shared 
by the senior debt, they also give 
investors a nice premium on top of that.

Still, the question remains: Is it a little 
riskier than the senior debt? 

“It is,” Peer Marshall said. “But from a risk-
adjusted perspective, it’s very attractive.”

Peer Marshall also says we shouldn’t 
forget the importance of sectors and 
geographical diversification in portfolios. 
Infrastructure capital is gaining 
popularity globally given the exorbitant 
amount of infrastructure buildout 
needed, and that provides a great 
investing opportunity. 

As if that’s not enough, subordinated 
infrastructure debt just underwent its 
first stress test during the pandemic.

“Our portfolio did incredibly well,” Peer 
Marshall said. “It was quite resilient to 
all the gyrations that occurred during 
that crazy time. And that’s comforting 
to investors because they see that there 
were no impairments.”. 

 

“But infrastructure debt can provide 
returns that are potentially more 
attractive than what you would typically 
see in fixed-income portfolios, plus 
additional portfolio diversification.” 

Those aren’t the only advantages, though.

WHAT’S THE DOWNSIDE?

When asked what the potential 
downside of subordinated debt could be 
to sponsors and investors, Peer Marshall 
had to take a moment to think.

“There’s the obvious,” she said, “that 
since it is subordinated debt, it will not 
get paid until the senior debt has been. 
But, in my estimation, the performance 
of the asset class, infrastructure’s 
characteristics, and the yield/risk ratio 
make up for that.”

Which brings us to the next point: 
The need for expertise when putting 
together these types of deals.

DON’T TRY THIS AT HOME

Peer Marshall says that there are many 
different types of infrastructure assets, 
and the underwriting process requires a 
deep knowledge of each. Additionally, 
understanding the risk profile of 
individual investments is key.

“We work closely with our sector 
specialists to help underwrite these 
subordinated infrastructure investments, 
and that, combined with our operating 
expertise, really helps de-risk an 
opportunity,” Peer Marshall said. She 
added that potentially another layer of 
expertise is needed when the deals are 
structured in various regions. 

To illustrate how complex these deals 
can be, she used US President Joe 
Biden’s proposed plan to install fibre 
to the home to improve broadband 
internet access. 

“When talking about a deal on that 
scale, there are many things to consider,” 
Peer Marshall said. “For instance, some 
of the questions that must be answered 
are: What is the revenue source? Will the 
government subsidise it? Is there a cost 
to the consumer? What are the barriers 
to entry?”

WHAT’S DOWN THE PIKE?

Peer Marshall says that the types of 
infrastructure projects that are being 
funded are transport, renewable power, 
utilities, midstream and data. She 
sees projects involving hydrogen and 
batteries as being future investment 
opportunities. 

“These are being talked about more 
and more, and it’s exciting to be at the 
forefront of these technologies.”  

Brookfield is a premier global 
alternative asset manager with 
approximately $690 billion of assets 
under management. With a 100+ year 
heritage as an owner and operator, the 
firm invests in assets and businesses 
that help form the backbone of the 
global economy.
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Featuring Karolina Drozdowska from Innova Capital

To say that the private equity market is experiencing a boom 
seems like an understatement. During the first half of 2020, 
private equity assets under management worldwide reached 
$4.5 trillion, according to the US Securities and Exchange 
Commission. Today, even with higher interest rates looming, 
the upward trend shows no signs of abating. By 2025, global 
consultant Deloitte predicts PE assets under management 
should reach $5.8 trillion.

Growth isn’t the only thing investors are chasing, though. 

In the EU, at least, the private equity environment isn’t just 
about money. Although it may not always be obvious to 
the casual observer, non-financial factors often matter even 
more, says Karolina Drozdowska, General Counsel at the 
private equity firm Innova Capital. She provides legal advice 
throughout the entire investment period, including fundraising 
processes, compliance, and exit and entries to deals. 

Today, people are increasingly interested in putting their money 
where their values are, she said. As a result, it’s not uncommon 
for a company’s environmental, social, and governance (ESG) 
track record to figure prominently into investment decision-
making. That includes performance in terms of gender, ethnics, 
and cultural diversity, which is one area where Innova Capital’s 
portfolio companies are already advanced. 

The emphasis on these issues came about faster than 
anyone could have imagined even three or four years ago. As 
Drozdowska put it, suddenly, everyone is talking about ESG.

“We see that ESG is one of the most important parts of the 
investment process and the value creation plan for both 
our investors and the entities to whom we are selling our 
portfolio companies,” she said. “I think that investors are 
incorporating the ESG data into their investment process to 
gain a fuller knowledge or understanding of the companies 
where they invest.”

One reason ESG information has become more useful is that 
it’s become more usable. Gone are the days when a company 
could simply check off a series of boxes and call their ESG 
reporting complete. Instead, there’s more transparency 
and disclosure, in no small part because activism-oriented 
investors demanded it.

“People dig and they ask questions, and they really 
understand what they’re talking about,” Drozdowska said.

“It’s also interesting to see how ESG considerations change 
someone’s approach to any given investment,” she added. 
“There are more and more cases where, even though a deal 
is really great, some investors may shy away just for the ESG 
reasons.” 

That never used to happen, she said.  

ESG topics are increasingly changing the entire investment 
perspective. What once was considered “nice to have” is now 
obligatory and simply a “must have.”

REGULATORY PRESSURES    

Of course, not all of the ESG pressure is coming from 
prospective investors. Rules that compel companies to 
incorporate ESG data into financial reports are in the pipeline 
— and they represent just one of the regulatory pressures 
private equity markets face. Trying to stay current on 
constantly evolving regulations is enough to keep compliance 
teams up at night. 

“From the EU perspective, at least, one thing that’s difficult 
for us is how quickly the regulatory environment changes,” 
Drozdowska said. “The members of our compliance team are 
constantly educating themselves to ensure they understand all 
the intricacies of each new rule.”

A good example right now are the new rules regarding the 
marketing of emerging alternative investment funds. They’re 
so new, in fact, that there’s no practical knowledge about 
them or how they will affect the marketing of these funds.

“The rules affect what you can say and what you can’t, 
the notifications you have to provide to be able to market 
in certain jurisdictions, who and how many people in the 
organisation can market the product, and who can’t,” 

EUROPE’S PE INVESTING:  
A DIFFERENT WORLD 

THE WOMEN’S ISSUE

Drozdowska said. “We are being very, very careful to market 
the product in a prudent way, without actually being able to 
predict what the enforcement of the rules will be like.” 

As if those issues weren’t challenging enough, marketing 
financial products in the EU means understanding and 
fulfilling the obligations of multiple jurisdictions, some strict, 
some less so. 

There are also differences in the level of support each nation’s 
regulator provides. In Luxembourg, for example, the regulator 
frequently provides guidance — something not seen everywhere. 

As for meeting the technical requirements outside the EU 
boundaries, that adds even another layer of complexity. 
Marketing in Switzerland, for example, requires affiliating with 
an ombudsman. 

“Comparing our activities and the way we worked just a 
few years ago, it’s a completely different world from our 
perspective,” Drozdowska said. 

SIGNIFICANT TRANSITIONS 

Drozdowska knows a thing or two about different worlds: 
Before joining Innova Capital, she spent a decade at the 
Warsaw law firm Greenberg Traurig, where she focused on 
M&A transactions in the financial sector. 
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She says the transition from being part of a legal team to 
being the only lawyer in an organisation was somewhat 
daunting at first. She missed having other lawyers to consult 
with and it took some time to adjust to the private equity 
firm’s more “practical approach.” 

“As an external advisor, you are always providing a number 
of disclaimers,” she said. “Here, the team expected a different 
kind of advice and no disclaimers. You make a decision and 
things flow from there. You see the effects of your decisions 
right away, which is nice.”

Despite the initial adjustment period, Drozdowska said, it 
wasn’t long before she felt like an important member of the 
team, whose judgments were trusted by her colleagues.

“It was challenging at first but now, I can’t imagine going 
back,” she added.  

Innova Capital is an independent private equity firm, 
operating in Central and Eastern Europe since 1994. To date, 
Innova Capital has invested nearly €1 billion in nearly 60 
companies located in 10 countries of the region. Innova was 
also named Management Company of the Year 2020 by the 
Polish Private Equity Association (PSIK).

https://innovacap.com



Featuring Natalie Howard from 
Schroders Capital

The prospect of rising interest rates has 
been a hot topic for investors for some 
time. The recent acceleration in inflation 
to multi-decade highs across the US, 
Europe, and the UK has made this the 
central issue on the minds of investors 
around the world. 

Markets have been braced for a series 
of interest rate rises since Fed Chair 
Jay Powell’s comments in January, and 
the Bank of England raised interest 
rates in their February meeting. In 
addition to raising rates, the US, UK, 
and Europe are all on a path to tapering 
their quantitative easing programmes, 
fundamentally shifting the environment 
away from the ultra-accommodative 
environment.

With fixed income having experienced 
the most challenging start to a year on 
record so far in 2022, the question of 
how investors can access truly “secure 
income” in the face of rising inflation 
and rates remains hard to solve. 

Natalie Howard, Schroders Capital’s 
Head of Real Estate Debt, explains why 
she is sanguine about the prospects 
for real estate debt in this challenging 
backdrop..

REAL ESTATE DEBT AND 
INFLATION   

Rising inflation and rising rates present 
two separate, but related challenges for 
real estate.

Howard says, real estate assets are well 
positioned on inflation, with the value 
of the underlying real estate acting as a 
natural hedge.

REAL ESTATE DEBT: SECURE 
INCOME AMID RISING INFLATION 
AND INTEREST RATES 
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REAL ESTATE DEBT AND 
INTEREST RATES

The question then, is how the asset class 
can perform in a higher rate environment. 

One of the key aspects of real estate 
debt that can offer it resilience in these 
conditions, Howard points out, is its 
flexibility. Real estate debt financing 
can be either fixed rate of floating rate, 
with the latter providing the opportunity 

to protect investor returns from 
raising rates.

“Using a margin over EURIBOR in 
Europe, or Sonia in the UK, is attractive 
when compared with fixed income 
instruments that lack this flexibility.” 
Howard says.

Howard is also, however, quick to point 
out that this flexibility doesn’t mean 
borrowers’ costs will grow difficult to 
control. “Our borrowers can take out an 
interest rate cap in the event that they 
use a floating rate loan. This protects 
their position in the event of sustained 
interest rate rises.”

But what about the value of the 
underlying properties? For holders 
of any type of asset-backed debt, 
valuations and the way in which rate 
rises can affect them is a key concern. 
Howard agrees, and says the likely 
impact differs widely by sector. 

“Real estate valuations have risen this 
cycle as debt costs have decreased. 
That said, there has been significant 
divergence over the past 10 years, with 
logistics assets reaching all time highs 
and more challenged sectors — such 
as retail — seeing significant falls. As 
debt costs rise, investors will need to 
understand the potential impact on 
the value of the underlying real estate 
across all sectors, and overlay that with 
the structural changes happening within 
each sector.” 

Howard believes that the key is not to be 
distracted by a borrower’s circumstances 
when the sea is calm and the sky clear.  

“We use sustainable yields to underwrite 
our transactions — looking at long-term 
valuation metrics rather than today’s 
valuation. We therefore give ourselves 
a significant margin of safety so that if 
there are falls in the underlying value 
of the assets, our loans can continue to 
perform.”

Howard continues, “We spend a lot of 
time thinking about our exit position 
at the end of our loan. We need to 
understand the re-finance risk, which is 
when most loans default. We assume an 
increase in the cost of debt financing for 
the borrower in our underwriting. We 
make sure that transactions have de-
levered through the life of the loan, either 
through amortisation, or through an 
increase in the value of the asset to make 
sure the re-finance position is attractive 
to lenders. We also make sure that if a 
borrower’s interest cover ratio (ICR) is 
quite tight, and rates do rise, then the 
borrower has further equity they can 
inject into the deal.” 

“Finally, we always have a significant 
equity cushion in our transactions. 
We have conservative loan-to-value-
ratios which means that our loans are 
always behind significant equity from 
experienced sponsors who we have often 
worked with before.”

Crucially, Howard carries a healthy 
scepticism in assessing a borrower’s 
prospects, even if they lack it themselves. 

“We also consider the business plan 
of the borrower very carefully. Many 
business plans have increasing rental 
values baked into their assumptions. 
We consider that with debt costs rising 
across the board, the underlying tenants 
will be facing rising costs, and we ensure 
that we are very conservative in any 
assumptions.”

“Commercial real estate leases 
are strongly correlated with 
inflation over time. That is to 
say, rents generally increase as 
a direct consequence of higher 
inflation. The value of the asset, 
a function of the underlying 
cash flow of the asset, therefore 
increases with the higher 
inflation and rental income.”  

Natalie Howard 
Head of Real Estate Debt  
at Schroders Capital

KEEP CALM TO CARRY ON

Asked to summarise her thoughts, 
Howard says the key takeaway is to 
be sure to think things through calmly. 
While the floating rate aspect of real 
estate debt makes it very attractive for 
investors, rising debt costs will inevitably 
impact all assets, and investors need to 
know the implications. 

“By underwriting conservatively and 
considering the exit position of assets 
in the event of rising rates, we’re able 
to structure transactions which provide 
investors with secure income without 
the interest rate risk of may fixed income 
alternatives.”  

Schroders Capital provides 
investors with access to a broad 
range of private asset investment 
opportunities, portfolio building 
blocks and customised private asset 
strategies. With over $70 billion 
assets under management, it offers 
a diversified range of investment 
strategies, including real estate, private 
equity, secondaries, venture capital, 
infrastructure, securitised products and 
asset-based finance, insurance-linked 
securities and impact investing. 
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