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BUSINESS
STRATEGY Hodes Weill finds institutions

look to existing managers amid
Covid-19 dislocation
Travel restrictions and lockdowns mean that a high percentage of institutional
investors are opting to re-up with existing managers

Samantha Rowan 17th June 2020, 10:18 pm

Lockdowns and travel restrictions are having an unexpected e�ect on institutional investor activity: many

are opting to re-up with existing managers because of the di�culty of conducting due diligence on new

strategies and relationships, according to a new report from Hodes Weill & Associates.

Of the more than 100 global institutional investors surveyed for the report, 46% said they’ll prioritize re-

ups with existing managers over the near-term. Additionally, only 17% of respondents said they are

willing to consider investing with new managers and another 18% say they’re on hold when it comes to

establishing new relationships.

This phenomenon is already playing out on an anecdotal basis, according to REFI US data. Indeed, the

University of Texas/Texas A&M Investment Management Company, which already operates a program

that emphasizes existing relationships, expects to allocate much of its current $1bn real estate pipeline to

existing managers.

Commercial real estate investors continue to believe in the long-term fundamentals. Fi�y-nine percent of

investors are expecting a slowdown in investment activity over the next six to 12 months but also see a

light at the end of the tunnel. Indeed, the consensus is that the impact of the pandemic will continue to be

felt until mid-2021.

The �rm also found that many investors are turning to allocating capital to take advantage of anticipated

distress and the changing demand for real estate.

“There is uncertainty as to how the pandemic will impact commercial real estate over the medium- to

long-term, but what remains clear is that the asset class represents a large and growing part of global

institutions’ investment strategies,” said Susan Swanezy, partner at Hodes Weill.

As travel restrictions and lockdowns begin to be li�ed, Hodes Weill expects to see a clearer impact on

asset valuations and market fundamentals. “It may take time for distress to appear, but well-capitalized

funds will be positioned to take advantage,” Swanezy said.

A majority, 59%, of institutions intend to play a mixture of o�ense and defense going forward but will

favor distressed and high-beta strategies with less interest in core. That said, determining valuations will

be a key factor that’s necessary before any investment decisions are made.

Finally, the report noted that the denominator e�ect, which some predicted would slow deployment of

new capital to the asset class, has yet to be felt. There are a couple of possible reasons behind this:

portfolio write-downs and the recent rebound in public equities. Additionally, institutions remain

cautiously optimistic about the performance of real estate over the next 12 months as compared to other

asset classes.
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