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Kings Place was the winner of the Offices In-Use category at the BREEAM Awards 2017
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Building Research Establishment 

We are the world’s leading building
science centre with a mission to improve 
buildings and infrastructure through 
research and knowledge generation, and 
their application. 
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Five global shifts changing the way we live and do business (PWC)

Megatrends

Rapid 
urbanisation

Climate 
change and 

resource 
scarcity

Shift in global 
economic 

power

Demographic 
and social 

change

Technological 
breakthrough



this line this line

No text beyond No text beyond 

Urbanisation 

Cities consume 75% of the 
world’s natural resources and 

account for 80% of global 
greenhouse gas emissions

Source: United Nations 2015
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Who is at risk of climate change?  

Those living in 
poverty as well as 
women, children 
and the elderly

Outdoor workers 
and people living 

with chronic 
medical conditions

Children are the most 
vulnerable due to long 

exposure to 
environmental risks

Those living in 
megacities, small 
island development 
states and other 
coastal, mountainous 
and polar regions

Countries with weak 
health systems will 

be least able to 
prepare and respond

Source: World Health Organisation
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Fast-growing cities face worst climate risks 

Source: Verisk Maplecroft, Circle size represents current population

Population growth 2018-2035 over climate change vulnerability
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UN – Sustainable Development Goals
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Sustainable cities & communities 
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ESG
Responsible 

Investing 

Regulation

Asset 
Optimisation

Digital & 
Data

Climate 
Change 

3rd Party 
Capital 

Occupier 
Demand 

Environmental Social Governance (ESG)

– Responsible investment
– Capital requirements
– Legal requirements
– Occupier and workplace 

expectations
– Better building performance
– Technology and data

Role of the real estate sector
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Responsible Investing – ESG  

• Indispensable part of real estate 
management

• Exponential growth in the last 5 years 
• Partly global targets & partly investor 

requirements
• Non financial metrics 
• Many investors view stewardship as a top 

priority 
• Usually a clear and detailed policy that is 

backed up by international rating standards 
– usually 4 or 5 stars from the Global Real 
Estate Sustainability Benchmark (GRESB –
1000 funds, $18trn of capital) 

• PREDICTION - In five years’ time, the big 
listed property companies will have no non-
environmentally labelled real estate at all
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Better Building Performance 

Asset Typology Changing

• Alternative real estate and residential – in all its forms –
dominate the market view of likely future asset 
performance, marking a remarkable shift in industry 
sentiment over the past few years

• These alternatives have more operating risks requiring 
management. Necessitates more insight 

• Responds to the megatrends that are driving human 
behaviour – ageing population, growing population, 
urbanisation, structural shortage in housing, structural 
oversupply in retail property, a younger generation that 
is completely digitally enabled 

• The future will be much more about mixed-use 
communities
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GRESB Survey
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Occupier & Workplace Expectations 

– Happy tenants….. steady on!
– Not so long ago, the idea of promoting health and wellbeing 

would have been dismissed as irrelevant to the real estate 
industry, yet now it will have significant impact on real estate 
strategies over the coming five years. 

– Wellbeing now arguably on a par with such long-established 
influences on the industry as sustainability and energy 
efficiency. But importantly, the driver here is not regulatory 
force but occupier demand

– Example of the growing approach of ‘property as a service
– Brand & brand values increasingly important to occupiers –

WeWork announced in 2018 that it will no longer hold any staff 
events that serve meat, nor will it allow staff to claim expenses 
for any meals that include poultry, pork or red meat
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Capital Requirements
– Investors, such as pension funds, are now taking a much more 

holistic view when it comes to deciding where to put their money

– The built environment is responsible for almost 40% of energy 
consumption in the EU - real estate investors around the world 
are increasingly committing to more sustainable practices

– Banks have increasingly recognised the importance of 
sustainability in protecting against obsolescence and value loss, 
thereby reducing risk for both borrowers and lenders alike

– European lenders taking an active interest in sustainability 
through green lending initiatives, by providing a margin discount 
of up to 20bps to borrowers provided they commit to reducing 
energy usage within their buildings

– Many investors are now signatories to UNPRI which defines 
responsible investment as an approach that aims to incorporate 
ESG factors into investment decisions. 1,750 signatories in 50 
countries representing $70 trillion of assets
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– Technology is playing a major role in ensuring that 
societal, environmental and financial factors are no 
longer examined in isolation

– Huge amounts of data now sourced from individuals 
via smart phones, wearables, as well as in 
infrastructure via smart buildings and Building 
Information Modelling (BIM)

– Real estate as a business is becoming more 
complex 

– Asset owners now have the ability to track and 
interpret multiple impacts using big data

– Artificial intelligence & blockchain 

Technology & Data 
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Better Building Performance 

Asset Benchmarking 

• Responds to the risk of obsolescence as real estate 
struggles to keep up with technology and rapidly 
changing consumer behaviour

• Clear evidence that a portfolio of certified buildings 
experience relatively higher operating expenses, but 
can also generate higher rental income and higher 
cash flows for distribution to investors 

• Green buildings can exhibit lower systematic risk 
reflected in more stable occupancy rates and lower 
variation in operating expenses 

• Certification provides robust evidence to allow portfolio 
& building comparison on a global basis 

• PREDICTION – The global green bond / finance 
market will continue to grow rapidly and the primary 
global certification schemes evidence performance 
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Building a more sustainable built environment 
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BREEAM projects internationally 
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– Energy efficiency of newly constructed 
buildings improved by 20% 

– Newly constructed green buildings 
increased to 50%

– Newly constructed green buildings space 
expected to reach 2 billion square meters

– Retrofitting of existing public buildings for 
energy efficiency purpose to cover 100 
million square meters

– Retrofitting of existing residential buildings 
for energy efficiency purpose to cover 500 
million square meters

China’s goal for green buildings by 2020

Source: Ministry of Housing and Urban-Rural 
Development of China (MOHURD), February 2017
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– The next five years will be a pivotal period for the industry, the challenges going much 
deeper than the conventional supply/demand dynamics of real estate, or even a market 
downturn

– We have to make sure our buildings are flexible enough to cope with whatever is coming in 
10 years’ time

– Benchmarks are giving investors the information to make better decisions

– Advances in technology and building materials mean that external auditors will keep raising 
sustainability standards

– All of the above will keep real estate managers on their toes

– The days of buying real estate, holding it for 20 years and doing nothing, are long gone

Concluding Thoughts 
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