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ECONOMIC AND FUND REVIEW OUTLOOK

Although there was a wide variety of performance in the 
real estate sector, the sector as a whole had a relatively 

flat month in April. All eyes were on any hints of an 

inflection point for inflation and interest rates as well as 

on companies reporting their first-quarter results and 
outlooks. 

During the month, we saw a strong recovery of the 
German residential holdings in the fund. To bring down its 

loan-to-value ratio, Vonovia sold a €1 billion stake in its 

portfolio to Apollo. Vonovia sold the assets at a 5% 

discount to the latest valuation, indicating that the 
company retains a strong net asset value (NAV). With 

Vonovia’s share price currently trading at a 60% discount 
to NAV, we believe further sales will be received well by 

the market.  

On the other hand, office real estate investment trusts 

(REITs) continued to struggle. Increasing vacancies and 
pressure on rents meant that they underperformed 

again in April.  

We also saw the start of the first quarter company 

reporting season with industrial REIT Prologis traditionally 

being the first to report. The company stated that it 

continues to see strong demand for its product, which is 
reflected in low vacancy rates and strong rental growth. 

However, Prologis did see companies taking longer to 
make decisions on taking more space than they did only 

a year ago. The general trend of company results was 

that higher interest rates continue to bite, especially for 

those with refinancing coming up. Conversely, high 
inflation is now being reflected in strong rental growth 

as a result of indexation.  

During the month we made relative performance by 

being overweight German residential companies, notably 

Vonovia and LEG Immobilien. In contrast, we lost relative 

performance on some of our US office REITs. 

We continue to believe that the underlying 
fundamentals of most real estate companies are 

strong with limited vacancies and high rental 

growth across the sector. Discounts to NAVs are 

also at multiple year highs. However, the sector 
needs to see inflation and interest rates come 

down in order to improve performance. We expect 
this will be the case later in the year so, with the real 

estate market being forward looking, REITs should 

perform well in the medium term. 
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IMPORTANT INFORMATION

If you are a private investor, you should not act or rely on this document but should contact your professional advisor. 

This document has been approved by Sarasin & Partners LLP which is a limited liability partnership registered in England 

and Wales with registered number OC329859. It has been prepared solely for information purposes and is not a 

solicitation, or an offer to buy or sell any security. The information on which the document is based has been obtained 

from sources that we believe to be reliable, and in good faith, but we have not independently verified such information 

and we make no representation or warranty, express or implied, as to their accuracy. All expressions of opinion are 

subject to change without notice. 

There is no minimum investment period, though we would recommend that you view your investment as a medium to 

long term one (ie 5 to 10 years). Risks associated with investing in REITs include the following: declines in the value of 

real estate, risks related to general and local economic conditions, overbidding and increased competition, increases in 

property taxes and operating expenses, changes in zoning laws, casualty or condemnation losses, variations in rental 

income, changes in neighbourhood values, the appeal of properties to tenants and increases in interest rates.  In 

addition, REITs may be affected by changes in the value of the underlying property owned by the trusts or may be 

affected by the quality of credit extended.  REITs are dependent upon management skills, may not be diversified and are 

subject to the risks of financing projects. The ability to trade REITS in the secondary market can be more limited than 

other stocks. For efficient portfolio management the Fund may invest in derivatives. The value of these investments may 

fluctuate significantly, but the overall intention of the use of derivative techniques is to reduce volatility of returns. 

The value of the investments of the fund and the income from them can fall as well as rise and investors may not get 

back the amount originally invested. If investing in foreign currencies, the return in the investor’s reference currency 

may increase or decrease as a result of currency fluctuations. Past performance is not a guide to future returns and may 

not be repeated.  

Frequent political and social unrest in Emerging Markets, and the high inflation and interest rates this tends to encourage, 

may lead to sharp swings in foreign currency markets and stock markets. There is also an inherent risk in the smaller size 

of many Emerging Markets, especially since this means restricted liquidity. Further risks to bear in mind are restrictions 

on foreigners making currency transactions or investments.

Neither Sarasin & Partners LLP nor any other member of Bank J. Safra Sarasin Ltd. accepts any liability or responsibility 

whatsoever for any consequential loss of any kind arising out of the use of this document or any part of its contents. 

The use of this document should not be regarded as a substitute for the exercise by the recipient of his or her own 

judgment. Sarasin & Partners LLP and/or any person connected with it may act upon or make use of the material 

referred to herein and/or any of the information upon which it is based, prior to publication of this document. If you are 

a private investor you should not rely on this document but should contact your professional adviser. 
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