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It’s a revolution!

Globally, property funds
management is on the move
As one of New Zealand’s most established property funds
managers, PMG’s CEO, Scott McKenzie, explores the
changing landscape of the global property funds industry.

It’s a revolution! Globally, property
funds management is on the move.
Globally, the property funds
management industry is experiencing
a revolution. New business models and
competition, technology, and changing
tenant and investor expectations
are redefining the property funds
management industry, at an everincreasing rate.
In a recent global survey by Deloitte
of 500 professional real estate investors,
97% indicated they intended to increase
their investment in real estate funds by
between 12-13% over the next 18 months.
This, despite global concerns around
flattening returns, tax reforms, trade
tariffs and uncertainty around the impact
of Brexit in Europe.¹
Individual commercial property
ownership is decreasing in favour of
larger property funds, as investors
seek out diversification and yield, as
alternatives to equities, bonds and debt.
Smaller investors are becoming more
time-poor and growing complexity and
regulatory compliance requirements of
managing real estate, means professional
property funds managers are attracting
much more interest. Larger property
funds managers provide the benefits
of diversification, economies of scale,
operating efficiency and ultimately
stronger returns than individual
ownership.
Despite this industry growth, the ship
continues to sail into uncharted waters,
and there is no doubt the sea ahead

will be choppy for many property funds
managers. Regulatory and compliance
pressures, the fast changing real-estate
landscape, slow technology adoption,
together with the need to continue to
invest in infrastructure and talent will see
headwinds and higher costs for many
property funds managers.
What does this mean for property
funds managers?
Historically, one may argue that
investors perhaps have tunnel-vision, as
they fundamentally focus on the return
on their investments. Property funds
managers will have to find ways to realign
their business priorities and adapt to
the new demands of their stakeholders,
which are not just about returns
anymore.
When considering where to put their
money, investors are scrutinising more
closely the individuals behind that
investment and how the investment
benefits the community, the environment
and how it is governed.
Property funds managers must adapt
to the changing demand and use of
the built space. Take the example of
WeWork, the co-sharing space owner
that is positioning itself in its 287
physical locations around the world as
a “services” company rather than as
a property owner-operator facilitating
temporary accommodation for shortterm tenant stays. At $20 billion, WeWork
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Investor expectations are redefining the
property funds management industry at an
ever-increasing rate.
is considered among the most valued tech
startups, following Uber and Airbnb.
Properties and funds will continue to take
different shapes and forms, such as building
more flexible spaces and making properties
more experiential and engaging. Property
funds managers will need to reimagine the
tenant experience, with the clever use of
technology to strengthen tenant stickiness,
reduce investor exposure to obsolete
properties, and therefore improve valuations.
Property funds managers will start to use
gaming technologies, such as augmented
reality (AR) and virtual reality (VR) as well
as big data (Internet of Things) and artificial

intelligence (AI), to better inform how a space
is used and redefined (see the Proptech
article in this publication for more about
technology redefining the property sector).
Once property funds managers are ready
to change their mindset, agility tends to be the
most important factor. Change needs to occur
quickly in order to remain competitive and
grow. Adopting new behaviours and mindsets
tends to go against the grain for most people.
But the alternative to proactive change is
organisational irrelevance. Although, some
property funds managers won’t adapt, many
of their competitors will—taking not only their
customers and top talent, but the investment
dollar as well.

References:
¹https://www2.deloitte.com/content/dam/Deloitte/us/Documents/financial-services/us-fsi-dcfs-2019-cre-outlook.pdf
¹https://www.oaktreecapital.com/docs/default-source/default-document-library/oaktreeinsights_real-estate_final.pdf
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The PMG Philosophy
“Performance Matters”
“At the end of the day, performance is all that matters and money
talks. In saying that, we value growing relationships, as much as we
value growing returns. The two are inextricably linked. We invest
alongside our clients. We’re that confident in our people, to add value
and generate strong returns. But don’t take our word for it. We now have
third generation clients who trust us to grow their wealth, because we
did right by their family, and theirs’ before that.”

PMG’s Evolving

compared to our unlisted peers, as well
as listed property funds. We are also
the first unlisted commercial property
funds manager to receive two AA
ratings from FundSource for two of our
funds.

In the last 26, nearly 27 years, from
our roots as a manager of commercial
property in 1992, to ‘cutting the
template’ on property syndications
with the Security Commission in 1995,
PMG has continually evolved to ensure
it meets the needs of our clients,
investors, tenants, contractors and
suppliers.

What’s next for PMG?

Following the GFC in 2008, we
responded to investor demand for
less risk by launching one of the first
diversified commercial property funds
in the country, and we were among
the first property funds managers to
receive a Managed Investment Scheme
license from the FMA.

With an agile philosophy, we are
always looking at how we are delivering
on our clients’ needs and expectations
including;

Since then we’ve launched a number
of funds to give investors choice. We’ve
focused on the services we offer and
the relationships we hold with our
tenants, to ensure they are happy in
their spaces.
We’ve invested in the skills of our inhouse, asset and facilities management
teams to ensure the underlying assets
of our funds are well-looked after,
whatever the economic weather.
We’ve also put our funds, and
ourselves as managers, under the
scrutiny of independent investment
research firms, Northington Partners
and FundSource. They have reported
our funds are performing well when
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•

continuing to improve the
quality and diversification of our
portfolios;

•

measuring and reducing the
environmental footprint of our
investments;
increasing the positive impact
we have on our communities;

•
•

using better technology to
reduce our costs;

•

working hard to gain and
maintain the trust of our
investors and tenants; and

•

evolving our name and brand
to ensure it remains relevant to
these changes.

