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Investors seem to have a higher 
appetite for risk and are now viewing 
real estate investments as a viable 
option in their growth strategy. 
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Introduction

Although global M&A deal flow in general may have been 
relatively flat for the past year, deal activity in the global 
real estate sector appears to be rebounding from the 
lows suffered during the global recession. Market data 
shows that M&A activity is picking up both in primary 
and secondary real estate markets around the world. 
According to Linklaters, the real estate sector has shown a 
10 percent increase in deal value activity compared to the 
same period in 20121. Additionally, research by Jones Lang 
LaSalle shows  global commercial property transactions 
posted the second busiest quarter of the last six years. 
Jones Lang LaSalle is predicting US$475 to $525 billion 
in global transactional volumes and a further 10 percent 
increase in that figure for 2014, to US$525 to $575 billion2.

What is fuelling this trend?  
Various investors who have, until recently, chosen a 
conservative approach towards real estate investments are 
now actively seeking opportunities for a number of reasons. 
Some are looking for safe havens to invest their capital 
abroad; others are looking to real estate in search of higher 
investment returns than they can obtain in other sectors. 
Still others are opportunistically targeting distressed real 
estate assets as a fall out from the recession. Additionally, 
a number of long-term real estate investors are simply 
following their tenants into new or emerging markets that 
they hadn’t previously considered. 

The bottom line is investors seem to have a higher appetite 
for risk and are now viewing real estate investments as a 
viable option in their growth strategy. The stage is being 
set for a higher level of deal activity than has been seen 
since the global recession. 

Following is a discussion of where the activity is taking 
place, who is investing and what market factors are at play 
in shaping deals. 

Primary Real Estate Markets Continuing 
to Attract International Investors
According to research by Jones Lang LaSalle, the United 
States, the U.K., Japan and Germany topped the list for 
the largest markets for transactional real estate volumes in 
2013. This is no surprise as international investors have long 
viewed these countries as safe havens to invest their capital 
 - a trend likely to continue for the foreseeable future. 

Largest Markets for Transactional Volumes YTD 2013

While the list of targeted countries for investment has 
changed little over the past few years, what has changed 
is the top investors list. For example, German and 
Australian investments, which amounted to billions in the 
U.S. real estate market before the global recession, have 
dramatically declined since 2007. For example:

According to John Wilcox II of commercial brokerage firm 
Marcus & Millichap, between 2005 and 2007, Australians 
led the way in terms of U.S. investments by foreign groups, 
reportedly acquiring $6.8 billion worth of commercial real 
estate in the U.S. between August 2005 and August 2006. 
Their investments accounted for 37 percent of all foreign 
money ploughed into U.S. real estate during that period. That 
has changed since the 2008 financial crisis. “As people lost jobs 
and incomes were reduced, they [began] investing at home to 
help drive economic growth,” said Wilcox. According to RCA, 
there hasn’t been a major New York City real estate deal made 
by an Australian investor since 20113.

1. “Linklaters provides analysis on global M&A trends in the first half of 2013 and the forward outlook,” Linklaters, July 2, 2013. 
2. “US$500 billion in sight for 2013 as competition for quality assets intensifies,” Global Capital Markets Research, Q3 2013, Jones Lang LaSalle, October 29, 2013.
3.  Katherine Clarke, “Foreign exchange: TRD ranks city’s biggest overseas buyers,” The Real Deal, September 2013. 
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4. Jack Jackson, “Sovereign Wealth Funds Investing in Real Estate – November 2013,” Preqin, November 15, 2013. 
5. “Emerging Trends in Real Estate: A Global View,” PwC, June 2013.
6.  Jones Lang LaSalle. “US$500 billion in sight for 2013 as competition for quality assets intensifies.”

Private investors, institutional funds, 
sovereign wealth funds from Asian 
and Middle Eastern countries, Canada 
and non-euro zone countries, such as 
the U.K. and Norway, are taking the 
lead in commercial real estate. 
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German investment activity in commercial real estate 
has followed a similar path. According to RCA, German 
investments in Manhattan in 2012 totalled $817.34 million in 
direct investments as compared to $1.88 billion in 2007. 

Today, private investors, institutional funds, sovereign 
wealth funds from Asian and Middle Eastern countries, 
Canada and non-euro zone countries, such as the U.K. 
and Norway, are taking the lead in commercial real estate. 
Long-term investors, such as real estate investment trusts 
(REITs) and global funds, continue to be active investors. 
However, private equity funds, family offices and sovereign 
wealth funds are also becoming more active. Large 
sovereign wealth funds are committed investors in real 
estate. According to research firm Preqin: 

A significant 54 percent of sovereign wealth funds prefer 
real estate investments. The Middle East and North Africa 
(MENA), North America and Asia are the regions in which 
the largest proportions of sovereign wealth funds are based, 
with 33 percent, 19 percent and 28 percent of these investors 
based in these regions respectively. North America continues 
to be the most favoured region to invest in real estate for 
sovereign wealth funds, with 72 percent of funds expressing a 
preference for investing in North America through private fund 
commitments. Europe and Asia are preferred by 55 percent 
and 52 percent of sovereign wealth funds investing in real 
estate, while 31 percent and 24 percent of sovereign wealth 
funds have a preference for MENA and Australasia. Fifty-two 
percent of sovereign wealth funds that commit to private 
real estate funds invest globally, showing that many SWFs 
desire a diverse real estate portfolio by location to minimize 
concentration risk4.

Following is a discussion of the leading urban areas and 
secondary markets that are attracting the attention of this 
diverse group of investors.

Investor Activity in Global 
Metropolitan Areas
Leading cities such as London, New York and Paris have 
been mainstays of international investors seeking a stable 
investment environment in the global marketplace. This 
trend has continued, as evidenced by Jones Lang LaSalle’s 
research in its Global Capital Flows Report of October 
2013, which shows a summary of the ten largest recipient 
cities for cross-border investment in 2013: 

As the following chart shows, the London real estate 
market has received by far the largest portion of 
international investment capital. This is no surprise, as 
experts such as PwC note that, “London remains the pre-
eminent investment destination for safety seeking global 
capital.5” However, with both domestic and international 
investors competing for London real estate assets, it has 
become more difficult for investors to readily find good 
targets that meet their investment criteria.

10 Largest Recipient Cities of Cross Border Investment, 
YTD 2012 & 2013

 
According to Jones Lang LaSalle, “Despite a rise in overall 
transactional volumes, London has seen a slight dip in the 
number of transactions involving cross-border investors, 
primarily due to a lack of quality stock and more domestic 
investor activity from specialist U.K. managers.6” 



Cities such as Los Angeles, 
Washington D.C., Shanghai, Moscow, 
Tokyo and Chicago all recorded 
an increase in the amount of 
cross-border investment activity in 
thefirst three months of the year. 
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Consequently, investors who cannot find suitable targets 
in London are expanding their search to other cities. As 
a result, cities such as Los Angeles, Washington D.C., 
Shanghai, Moscow, Tokyo and Chicago all recorded an 
increase in the amount of cross-border investment activity 
in the first three months of the year7.

New York, another primary market, has benefitted from 
heightened investor interest in real estate over the past 
year. In recent months, New York City moved ahead of 
London and Tokyo, with more dollar volume in real estate 
than any other city in the world8. According to The Real 
Deal, New York real estate investments totalled $1.96 
billion in the first half of 2013, with a significant portion of 
the capital being put up by foreign investors from China, 
the Middle East, South Korea, Canada and Norway. Chief 
among these investors is business magnate Zhang Xin, 
the CEO of development company SOHO China, who 
has spent more money on Manhattan real estate than any 
international investor in the last three years, according to 
data from Real Capital Analytics9. According to the Real 
Deal, players from Asia — both private individuals and 
institutional funds — have increased their investment in 
Manhattan property, from under $200 million in 2010 to 
$1.36 billion in 201210.

Secondary Markets Attracting 
Investor Interest

Due to the heightened competition over attractive real 
estate assets, many investors are finding it difficult to find 
targets that meet their investment criteria in core markets, 
such as London and New York. Investors are now, therefore, 
considering secondary markets in the Asian Pacific region, 

signalling a willingness to commit capital to new arenas. 
Jakarta, Kuala Lumpur and second-tier cities in China have 
all attracted real estate investors seeking higher rates of 
returns in smaller, yet financially growing economies. 

Additionally, investors are becoming more active in a 
number of secondary urban markets in North America. 
Jones Lang LaSalle reports that 11 of the top 20 most 
active cities are in North America with investors looking at 
an increasingly diverse number of locations.  

Direct Commercial Real Estate Investment – Top Cities 
in YTD 2013

Chicago is a good example of how international investor 
interest in North American cities is attracting new buyers. 
A recent PwC report noted that South Korean investors 
have been active buyers in Chicago, driven by their search 
for the high yields that New York offices can’t offer11. In the 
industrial real estate sector, GlobeSt.com noted that the 
dollar volume of industrial investment activity in Chicago is 
nearly 10 percent higher than a year ago, and the number 
of transactions increased 24 percent12. 

Chicago, like many cities on this list, may be considered a 
secondary, but nonetheless very attractive market with the 
right kind of attributes investors are looking for: an improving 
economy, a good employment market, and long-term stability.

7. Jones Lang LaSalle, “US$500 billion in sight for 2013 as competition for quality assets intensifies.”
8. Katherine Clarke, “Foreign exchange: TRD ranks city’s biggest overseas buyers.” 
9. Katherine Clarke. “Foreign exchange: TRD ranks city’s biggest overseas buyers.”

10. Katherine Clark, “Foreign exchange: TRD ranks city’s biggest overseas buyers.”
11. “Emerging Trends in Real Estate: A Global View,” PwC, June 2013.
12. Brian J. Rogal, “Investors’ Outlook on Industrials Brightens,” GlobeSt.com, Oct. 24, 2013.
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Distressed Real Estate Investing in the EU

Distressed investing in the real estate sector has been on 
the upswing in some of the more troubled EMEA countries 
in 2013. In Spain, for example, the real estate sector has 
also been a target for distressed investors. As noted by 
Jose A. Zarzalejos’ Director at PwC Corporate Finance in 
Spain, experience, much of the M&A activity in this area 
has focused on the buying of bundled real estate loans at a 
discount. “Most of the interest from international buyers has 
not been focused on individual assets in the residential or 
industrial space; it is basically focused on non-performing 
loans coming off Spanish banks’ balance sheets,” he 
said, “Those non-performing loans were initially related 
to residential mortgages, but it has since been evolving 
towards consumer loans and other sorts of lending.”

However, while some investors have focused on loan 
portfolios, other buyers are taking advantage of depressed 
real estate prices to buy high-quality properties at a large 
discount. “We are seeing a major appetite for premium 
real estate from international funds and even some family 
offices from Latin America and Asia,” said Fernando Azofra, 
head of Uría Mendendez’ Real Estate Division. “These 
investors are in a position to ‘cherry pick’ the very best 
buildings in the very best locations for office space and 
retail schemes.”

Real estate investment activity in Italy also appears to be 
on the rebound. According to Joseph Kelly, EMEA Director 
of Market Analysis at Real Capital Analytics (RCA), “From 
January through early October of 2013, the volume of 
Italian cross-border transactions totalled E2.75 billion ($3.71 
billion), the largest amount of foreign investment in Italian 
commercial real estate since 2007.13” 

According to Jones Lang LaSalle, “the return of investor 
activity in Spain, Portugal, Greece and Italy, in addition 

to smaller cities in the major economies of the world is a 
major reason why global commercial transactional volumes 
have continued their growth in 2013. Jones Lang LaSalle 
predicts the total to surpass US $500 billion in 2013, for the 
first time in six years14.

Factors for Future Success

As this report suggests, today’s real estate investors must 
be prepared to work in an increasingly sophisticated market 
where competition is fierce for prime assets in top markets. 
Potential buyers interested in a target in London or Tokyo 
may be bidding against very experienced real estate 
investors from China, Canada or the U.S. The most successful 
buyers are investing in the right technology platforms and 
professional resources to manage their strategy. 

Equally important, savvy international investors may be 
diversifying by building a global portfolio, but they are also 
establishing partnerships at the local level to foster the best 
returns on their investment. This is particularly important for 
investors entering new markets. There is no substitute for 
local knowledge to help investors make the best-informed 
buying decisions that will drive the greatest value.

Global real estate investors must also be prepared to 
manoeuvre in a market that is rapidly evolving as a result of 
advances in technology and societal thinking. Technology 
is driving advancements in mobile computing that are 
transforming the traditional definition of office space. 
Online shopping is now a preferred “way to buy” for 
many consumers, forcing retailers to rethink warehouse 
and store locations. Whether at home or at work, people 
expect to seamlessly access the Web via their mobile 
devices, causing property managers to rethink their 
approach to providing connectivity for their tenants. A 
growing commitment to environmental sustainability is also 
becoming part of the real estate purchasing decision. 

All of these factors add up to an increasingly complex 
investment arena, in which buyers must be prepared to 
invest the necessary time and resources to fully understand 
an opportunity before making a move. “Feet on the 
ground” and thorough due diligence are two requirements 
for protection against choosing the wrong target and/or 
extracting less value than anticipated. Equally important, 
buyers need real-time access to sudden changes in market 
factors to move in quickly on prime opportunities.

13. Alessia Pirolo, “Cross-Border Transactions in Italy on the Rise,” Wall Street Journal, October 15, 2013.
14. David Green-Morgan, “Bale & Ronaldo help distressed markets recover,” Jones Lang LaSalle, October 22, 2013.

While some investors have focused 
on loan portfolios, other buyers are 
taking advantage of depressed real 
estate prices to buy high-quality 
properties at a large discount. 
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How a Merrill DataSite VDR can enhance 
your investment strategy
When investing in a dynamically changing market, you 
need a technology platform that enables you to keep your 
finger on the pulse of critical information that can affect 
your strategy. Merrill DataSite is an award-winning virtual 
data room (VDR) solution that can be a command centre 
for every stage of your M&A plans, from fund raising to IPO, 
M&A or divestiture. 

Used by thousands of companies to facilitate trillions of 
dollars of transactions, Merrill DataSite is the industry 
leader in providing secure, online data sharing and 
collaboration on cross-border M&A transactions. With over 
27,0000 VDR projects and 640,000,000 pages uploaded, 
investors can save time by working with the acknowledged 
leader in M&A VDR solutions. While others claim to 
facilitate M&A due diligence effectively and efficiently, this 
is where their resemblance ends. DataSite provide:

 � Market-leading security. Merrill DataSite was the first 
VDR provider whose security processes were certified 
to ISO 27001 level.

 � Best-in-class support. Customer service and the 
handling of confidential, business-critical information is 
Merrill DataSite’s core competency. You will meet your 
project team on the very first planning call and they will 
remain with you throughout the duration of the project 
to ensure your goals are achieved. Plus, your dedicated 
project management team is available 24/7/365.

 � Accessibility. With just one password, Merrill DataSite 
is accessible from any Internet browser anywhere in 
the world. It dramatically reduces transaction time and 
expense and allows multiple parties and prospective 
buyers to access information concurrently from different 
environments. 

 � Scalability. Merrill DataSite gives you complete flexibility 
in how your VDR is structured, making it customisable 
for your specific needs. It is designed to grow with your 
project.

 � Searchability. Our search capabilities allow you to search 
many thousands of pages instantly – allowing you to find 
exactly what’s relevant to you and your M&A due diligence.

 � Auditability. Merrill DataSite tracks and reports each and 
every move of all your bidders, down to specific pages 
viewed – providing you with invaluable insights that can 
be crucial to negotiations.

 � Easy-to-use. Merrill DataSite is designed to flow like 
many familiar web-based applications so it’s easy to 
use. Plus, the site and Customer Service are available 
24/7/365, so you can work on your project whenever, 
wherever, knowing that assistance is only a phone 
call away.

 � Minimised costs. Our price is totally inclusive and there 
are no hidden costs. All support and training is included; 
you won’t need to acquire any third-party software; and 
you won’t have to pay extra to include more participants 
in your data room. This means you can budget with 
confidence knowing there won’t be surprise expenses 
when the deal closes.

 � Dramatically reduce labour and reprographic costs. 
Since all documents are stored online and can be 
printed on demand, the need to print large volumes 
of paper documents is virtually eliminated, saving time 
and expense.

Why not see a demonstration for yourself?

See a Merrill DataSite VDR up and running to find out 
if it’s the right solution for your business. Call us and 
arrange a time that suits you, then one of our experts 
will demonstrate how smart, simple and secure 
Merrill DataSite is.

Call us on: +44 (0)845 602 6916 
or visit: www.datasite.com

We look forward to hearing from you!



About Merrill DataSite

Merrill DataSite is a secure virtual data room (VDR) solution that optimises the 
due diligence process by providing a highly efficient and secure method for 
sharing key business information between multiple parties. Merrill DataSite 
provides unlimited access for users worldwide, as well as real-time activity 
reports, site-wide search at the document level, enhanced communications 
through the Q&A feature and superior project management service – all of 
which help reduce transaction time and expense. Merrill DataSite’s multilingual 
support staff is available from anywhere in the world, 24/7, and can have your 
VDR up and running with thousands of pages loaded within 24 hours or less. 

With its deep roots in transaction and compliance services, Merrill has a cultural, 
organisation-wide discipline in the management and processing of confidential 
content. Merrill DataSite is the first VDR provider to understand customer and 
industry needs by earning an ISO/IEC 27001:2005 certificate of registration – the 
highest standard for information security – and is currently the world’s only VDR 
certified for operations in the United States, Europe and Asia. Merrill DataSite’s 
ISO certification is available for review at www.datasite.com/security.htm. 

As the leading provider of VDR solutions, Merrill DataSite has empowered 
more than two million unique visitors to perform electronic due diligence on 
thousands of transactions totalling trillions of dollars in asset value. Merrill 
DataSite VDR solution has become an essential tool in an efficient and legally 
defensible process for completing multiple types of financial transactions. 

Learn more by visiting www.datasite.com today.

About Merrill Corporation

Founded in 1968 and headquartered in St. Paul, Minn., Merrill Corporation 
(www.merrillcorp.com) is a leading provider of outsourced solutions for complex 
business communication and information management. Merrill’s services include 
document and data management, litigation support, language translation 
services, fulfilment, imaging and printing. Merrill serves the corporate, legal, 
financial services, insurance and real estate markets. With more than 5,000 
people in over 40 domestic and 22 international locations, Merrill empowers the 
communications of the world’s leading organisations.
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