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Key points
• Investors in UK Real Estate Investment Trusts (REITs) appear to be losing faith
in traditional asset valuations as doubts about their accuracy and relevance have
grown.
• Increasingly greater store as to investment potential is being placed in companies’
corporate reputations defined as the combined thoughts, feelings and impressions
of the business as an operating entity.
• Corporate reputations have driven the share price recovery of UK REITs to the
point where they are currently accounting for 29% of the combined market capitalization; £7.3bn of shareholder value across the eight largest at the start of 2013.
• This paper demonstrates how reputation value analysis is providing practical help
to communications managers looking to secure and grow the shareholder value of
the assets in their charge.

The rise of the property company reputation asset
At the end of 2012,1 the combined market capitalisation of seven of
the largest FTSE 100 and 250 listed property companies classified as
Real Estate Investment Trusts (REITs) amounted to £19.2 billion. This
This represents the average period market capitalisation based on the share price of each company at its yearend reference date.
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represented a discount of around 18% to the combined net asset value of
these companies based on the most recent reported results.
In the absence of transaction data, the property assets of these companies are regularly valued by professional surveyors, but doubts about the
accuracy and relevance of the methAppraisal valuations
ods used have grown, especially in the
of commercial real
fall-out from the global financial criestate fail to provide the
sis. Appraisal valuations of commercial
substance investors want.
property assets are increasingly failing
to provide the substance investors are looking for and, it is argued in this
paper, the slack is being taken up by corporate reputations. In short, the
collective impressions, thoughts and feelings of ‘expert’ observers that go
to make up a company’s corporate reputation are increasingly becoming a
more reliable indicator of its ability to generate economic returns and thus
the investment potential.
The analysis described below uses the techniques employed in calculating the economic impact of corporate reputation explained in Cole (2012)
to demonstrate the extent to which that is happening. Furthermore, it
shows how, based on such an understanding, companies can deploy reputation management more effectively in the drive for value generation.

The UK commercial property market
The commercial real estate sector comprises land and buildings where
investment by companies and individuals is driven primarily by the lure
of profits from income and capital gains. It is a differentiated asset class
quite distinct from residential and agricultural property with several
market segments2 and a combined UK value estimated at £717 billion
in 20113 (compared to, for example, the UK’s residential sector housing
stock valued at £4.3 trillion4). Many investment and property management companies operate in the real estate sector, but this study concentrates on the main investible category, the publicly quoted Real Estate
Investment Trusts, or REITs.
The main market segments are Office, Retail and Industrial, with some smaller markets such as leisure,
hotels, student accommodation, storage, etc.
3
Source: Property Industry Alliance Data Report July/August 2012.
4
 See Savills: http://www.savills.co.uk/_news/newsitem.aspx?intSitePageId=72418&intNewsSitePageId=1182870&intNewsMonth=02&intNewsYear=2012.
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