Market Forces and
Sustainability in the Real Estate
Sector
Published on 17 Sep 2012

Written by Nils Kok , Nils Kok

Posted in Industry
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$3.5 Trillion of Global Capital Fueling Green Buildings
Legis lation is an important driver of green building adoption in the real es tate
s ector. But while the pace and s trength of legis lation is affected by the volatility
of policy making, there is a another force in green building inves tment quietly
happening everyday, driven by the capital market.
With the global growth of green building over the pas t decade, energy efficiency
and s us tainability in the built environment have now become vehicles to enhance
and to protect the as s ets held by the larges t inves tors acros s the globe –
endowments , pens ion funds , ins urance companies . Thes e “ins titutional
inves tors ” increas ingly realize that the s us tainability of buildings is directly
affecting the financial performance of their real es tate inves tments , which is
es pecially relevant given the long-term inves tment horizons that thes e inves tors
often have.
Ins titutional inves tors typically have 5 to 10 percent of their total as s ets inves ted
in real es tate, and this expos ure is built up indirectly – via privately managed
funds , or via lis ted property companies (REITs ). So, to as s es s the s us tainability
of ins titutional real es tate inves tments , information is needed at the portfolio
level, rather than at the level of the individual as s et. Enter GRESB.
The Global Real Es tate Sus tainability Benchmark (GRESB) is a quantitative tool
that benchmarks a property company or fund’s energy efficiency and broader
s us tainability performance at the portfolio level. GRESB actively works with
USGBC, and with all of the large real es tate indus try as s ociations , including the
National As s ociation of Real Es tate Inves tment Trus ts (NAREIT) and the Pens ion
Real Es tate As s ociation (PREA) in the United States . The data produced by GRESB
is us ed by more than 35 of the larges t global inves tors to engage with their
inves tment managers . More than 450 property companies and funds now report
to GRESB, repres enting $1.3 trillion in as s ets under management, and s ome
36,000 properties .
The bas is for GRESB, which jus t releas ed its 2012 Report, is an annual s urvey
meas uring the environmental and s ocial performance of real es tate companies
and funds – at the portfolio level. Bas ed on res pons es to the annual GRESB
Survey, a benchmarking framework has been created that captures almos t 50
data points meas uring s us tainability, including energy and water cons umption,
but als o s us tainability policies , and of cours e LEED certification.
One would hope that the larges t, mos t s ophis ticated inves tors take the
neces s ary initiatives to improve the energy efficiency and s us tainability of their
portfolios , in order to protect and increas e the value of our pens ions and
endowments . But, of cours e, for the capital markets to function properly,
information trans parency on environmental, s ocial and governance (ESG) metrics
is a key ingredient. At the building level, LEED provides that ins ight. At the
portfolio level, GRESB as s is ts inves tors in their unders tanding of s us tainability in
real es tate. Becaus e ins titutional inves tors will ultimately s hape the role of green
buildings in our s ociety.

Note: GRESB, the USGBC, CBRE and the Pens ion Real Es tate As s ociation (PREA)
jointly organize an event in New York on September 27th. Participation is free of
charge. Vis it gres b.com for more information on the event, or to download the
2012 GRESB Report.
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