UK Stewardship Code
2020 Report

Background
LaSalle is a leading real estate investment manager, both globally and in the UK, with
approximately 850 people employed across 22 offices around the world. We currently
manage £52 billion of real estate equity and debt investments. LaSalle has invested
across Europe and North America for over 40 years and in Asia Pacific for 20 years.
LaSalle is a wholly owned, operationally independent group of subsidiaries of Jones Lang
LaSalle Incorporated (“JLL Inc”). JLL Inc. is a listed company on the NYSE and recently
had its credit rating upgraded by both S&P Global Rating (BBB+) and Moody’s Investor
Services (Baa1), equating to a ‘stable’ outlook. It has been named one of the ‘World’s
Most Ethical Companies’ for 14 consecutive years (2008-2021) by the Ethisphere
Institute and is one of Fortune Magazine’s ‘World’s Most Admired Companies’.
LaSalle’s global real estate investment activities are diverse by type and geography.
Nearly all our UK client accounts are managed by our European real estate business
unit, and by our global real estate multi-manager business unit, LaSalle Global Partner
Solutions (“LaSalle GPS”). To maximise its relevance and focus, this document
specifically reports on behalf of these two business units within the context of the
global LaSalle organisation.
This report covers the period 1 January-31 December 2020. All figures are as at 31
December 2020 unless otherwise stated.
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Principle 1: Signatories’ purpose, investment beliefs, strategy, and
culture enable stewardship that creates long-term value for clients
and beneficiaries leading to sustainable benefits for the economy, the
environment and society.
Our purpose, values and culture
“Whatever the economic climate, our purpose is clear. We will continue in shaping the future of
real estate for a better world. We will drive value for all our stakeholders through relentless focus
on excellence and positive human experience and will play our full part in securing a sustainable
future for our cities and communities.”
Christian Ulbrich, Global CEO, JLL Inc.
As a Fortune 500 company, JLL Inc. aims to shape the future of real estate by using the most advanced
technology to create rewarding spaces to live and work, and sustainable real estate solutions for our clients,
our people and our communities. JLL Inc. is characterised by its growth orientation, operational excellence,
financial strength, premium brand, collaborative culture and high ethical standards.
As the investment management arm of JLL Inc., LaSalle’s primary purpose is to deliver competitive longterm investment performance, the highest levels of client service and act as a responsible investor on behalf
of our clients. Our global client base is comprised primarily of institutional investors, predominantly pension
funds, insurance companies, sovereign wealth funds and other financial and banking institutions, as well as
high net wealth individuals. We deliver our purpose through our values:
•
•
•

We seek deep, long-lasting relationships with our clients, built on integrity, responsibility and
transparency.
Our team-based model is focussed on collaboration and entrepreneurism, underpinned by strong
leadership and oversight.
Diversity of perspective and inclusion of all voices are crucial, from the most junior analyst to the
Global CEO.

We have embedded our values in our culture through our business model, hiring and retention practices, and
governance structures and incorporated them into our LaSalle communications. Details of these factors are
set out in Principles 1 and 2 below.
Our business model
We are one of a very few firms that operate globally at scale whilst managing only real estate asset class
investments. This ensures a relentless focus on our core business and fully aligns our interests with those of
our clients. Within real estate we provide a full breadth of capabilities. Our global headquarters is located in
Chicago, Illinois, USA.
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European real estate business unit
The European real estate business unit is headquartered in London with five Continental European offices
(Paris, Munich, Madrid, Amsterdam and Luxembourg City). It contains three investment pillars:
Pillar

AUM

Description

UK Direct investment
team

Invests directly in UK properties primarily using equity and, where
£9.9bn appropriate, debt. Investments are held in unlisted structures,
almost entirely for separate account clients.

Continental European
Direct investment team

Invests directly in Continental European properties primarily using
£7.2bn equity and, where appropriate, debt. Investments are held in
unlisted structures for separate account clients and in commingled
funds.

European Debt and
Special Situations
investment team

Makes debt and structured equity investments, lending to well
£1.5bn established third-party real estate investors. Investments are held in
unlisted structures for separate account clients and in commingled
funds.

Note: AUM figures subject to rounding

LaSalle Global Partner Solutions business unit
Our LaSalle GPS business unit is based in London, Chicago, New York and Singapore. It invests
predominantly in real estate private equity and private debt commingled funds, co-investments and joint
ventures. Its investments are held in unlisted client separate accounts and commingled funds. LaSalle GPS
assets under management (“AUM”) currently total £4.2 billion.
Our investment beliefs and strategy
Our focus on the long-term interests of our clients is exemplified by our core beliefs - our investment
philosophy. This is underpinned by secular, society-wide themes that we believe will drive performance over
the long term: Demographics, Technology, Urbanisation and Environmental Factors (“DTU+E”).
These secular drivers will shape real estate and wider financial markets in ways that supersede and outlast
the shorter-term property cycles. They cover trends such as ageing populations, evolving working and
shopping patterns, infrastructure and climate change. They guide our views on favoured locations, sectors,
asset types.
This investment philosophy is far more than a simple statement of intent. It shapes our whole approach to
investing across regions and capabilities. It is embedded in our investment processes and backed by a range
of proprietary tools. These beliefs and tools are at the heart of our approach to stewardship since they
underpin our long-term allocation, management and oversight of capital. More detail is set out in Principle 4.
Our investment philosophy is further applied through our sustainability strategies. Our European
Sustainability Strategy is set out in the graphic below. It was initially launched in 2017 and has evolved since.
In developing the strategy, we undertook a detailed materiality assessment including interviews with key
stakeholders across the business. We continue to review the materiality of ESG issues in a discursive way
on an annual basis through the Global Sustainability Committee (“GSC”) annual work plan, and in a formal
way in the setting of global GSC objectives.
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The rise of climate change and social inclusivity up the personal and political agenda globally are driving us
to accelerate our actions. These currently include:
•
•
•
•
•
•

Setting more specific asset sustainability targets such as the implementation of biodiversity and social
value initiatives in partnership with our tenants and contractors (See Principle 12)
Developing a highly regarded proprietary UK impact measurement framework for use in specialist
impact investment strategies (See Principle 2)
Implementing our Net Zero Carbon Pathway for European direct real estate (see Principle 12)
Developing tools to better measure the long-term impact of climate change on our assets and
portfolios (see Principle 7)
Launching and developing real estate investment sector ESG initiatives with our peers (See Principle
10)
Scoping a net zero carbon strategy for debt investments (see Principle 12).

LaSalle Investment Management | UK Stewardship Code 2020 Report

5

Principle 2: Signatories’ governance, resources and incentives support
stewardship.
Structures and people
Our global operating structure is shown below.

LaSalle global operating structure at 28 February 2021
UK Stewardship Code
reporting business unit

Business unit management boards and legal entities
The European real estate and LaSalle GPS business units are each headed by a functional head, who is
responsible for its overall performance and management. They are each advised by a management board,
which is the principal strategic and day-to-day oversight forum. Philip La Pierre leads the European real
estate business unit and Jon Zehner leads LaSalle GPS (see biographies in the appendix). Both leaders are
based in London.
On a legal basis, several LaSalle entities in Europe have been established that allow us to operate effectively
within multiple regulated jurisdictions, each with a board or committee of legally accountable directors.
The business unit management boards and legal entity boards are shown within their global context in the
chart below.
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Simplified table of operating boards and legal entities

As at 31 January 2021

LaSalle Investment Management | UK Stewardship Code 2020 Report

7

Supporting committees
To enable the management boards and legal entities boards to effectively fulfil their oversight functions, a
range of investment, ESG and risk committees have been established. These are summarised in the tables
below.

Supporting governance committees in Europe

As at 31 January 2021
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As at 31 January 2021

Chief Financial/Operating Officer function and Legal and Compliance function
The business unit Chief Financial Officer/Chief Operating Officer function is responsible for assurance of
accounting and finance together with enterprise risk management and business support functions. The
European business unit CFO/COO is Jamie Lyon and the LaSalle GPS CFO/COO is Andrew Muscat.
The European Legal and Compliance function supports the CFO/COOs and risk committees in ensuring that
we comprehensively meet our local regulatory and enterprise risk obligations. We take a three-line approach
to risk management with the 13-person European legal function providing first line support, the 8-person
European compliance function providing second line support, and Deloitte, Mazars, PwC and KPMG
providing third line assurance. The function is led by Michael Coulton, European General Counsel.
Investor Relations function
The Investor Relations function is responsible for building and maintaining investor relationships and
promoting LaSalle services to clients and prospects. The team plays a key role in advising new clients on
suitable products and services to meet their objectives, and for delivering consistently high levels of client
service. Our client executives sit outside of the fund management team structure, looking across all available
products and services.
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Sustainability function and ESG committees
There are four relevant ESG committees at LaSalle:
•

Global Sustainability Committee. Reporting directly to our Global Management Committee, our
Global Sustainability Committee develops global ESG policy, procedures and strategies, and sets
global ESG goals against which regional heads of sustainability report back semi-annually.

•

Global Climate Risk Committee. We established a Global Climate Risk Committee at the beginning
of 2020 to incorporate climate risk specifically in all investment activities and to address the
requirements of the Task Force on Climate-related Financial Disclosures (“TCFD”).

•

European Sustainability Task Force. This is the regional sustainability committee for European
direct real estate. It develops local initiatives, implements best practices and integrates sustainability
in all investment activities aligned with investment performance and client contractual obligations.

•

European Debt ESG Committee. In mid-2020, we set up a specific ESG committee tailored to the
needs of our European debt investments capability, which previously fell under the broad remit of our
European Sustainability Task Force. This group is already working to upgrade the ESG policies and
processes in place in the European debt investments team.

•

Note that for LaSalle GPS, ESG matters are currently considered by the LaSalle GPS Management
Board and investment committees rather than in a standalone committee.

The structure is supported by a dedicated sustainability team led by the Global Head of ESG, David DeVos.
This role was expanded in 2020 to look beyond asset management into areas such as health and wellbeing.
In Europe, our real estate sustainability team consists of three people, led by Sophie Carruth. Sophie reports
directly to the Head of Europe and to the Global Head of ESG. She holds a Master’s degree in Real Estate
Management, and has 14 years’ real estate investment experience, of which seven years has been dedicated
purely to stewardship and sustainability initiatives across our European business. Sophie sits on the Board
of Directors of the Better Buildings Partnership.
Kathleen Jowett, based in London, is the appointed Sustainability Officer for LaSalle GPS. Kathleen has 12
years’ real estate investment experience and holds a Master’s degree in Real Estate Finance. As well as
sitting on our Global Sustainability Committee, Kathleen holds a range of industry sustainability appointments
including Chair of the AREF ESG & Social Impact Committee, Chair of the GRESB (the key global real assets
ESG benchmark organisation) Advisory Board, Observer on the GRESB Board and a member of the United
Nations Environment Programme Finance Initiative (“UNEP FI”) Property Working Group.
We believe that it is Sophie’s and Kathleen’s blend of real estate investment and sustainability experience,
together with their connectivity with the wider industry, that makes them ideally suited to placing sustainability
at the heart our investment processes and practices, rather than treating it as an isolated subject matter.
Training
Stewardship training is provided to investment teams throughout the business by the sustainability team,
including CPD sessions with external speakers on current topics such as the circular economy and Social
Value. Firmwide training on net zero carbon was delivered in December 2020. Bespoke sustainability training
was delivered to the European real estate executive leadership team in 2019 and 2020. In addition, LaSalle
has driven and funded the development of a real estate ESG training module through the Better Buildings
Partnership that will be delivered across Europe starting in 2021.
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LaSalle staff are also required to complete to comprehensive annual compliance training on issues such as
anti-money laundering that is designed to protect both our clients and the firm.
Research
We believe that robust research and investment processes lie at the core of successful real estate investment
management. We have a global research and strategy team consisting of 30 people, ten of which are based
in London. This includes a data analytics sub-team that was recently set up to deepen our proprietary
measurement of real estate and management activities.
The research team contributes materially to our stewardship activities by providing detailed analysis on
secular market drivers, which includes environmental factors. We also conduct specific research on
stewardship matters within our sustainability team. An example of climate risk research is set out in Principle
12.
An example of how LaSalle research has been used to develop ESG investment ideas is shown in the case
study below on real estate impact investing in the UK.
Case study: Impact investing
A chronic undersupply of accessible housing, healthcare and educational real estate exists in the UK and
demographic trends will exacerbate this shortfall over future decades. By taking a precision approach to
public and third sector tenant credit analysis, and focussing on real estate fundamentals, we believe that
an opportunity exists to build badly needed infrastructure, deliver wider measurable social benefits and
generate financial returns for investors.
In 2020 we created an investment strategy and proprietary impact measurement framework for this
purpose, which has been well received by global and UK investment co nsultants. Further impact
investment data analytics work will be undertaken in 2021 and the strategy will be made available to our
UK clients.

Service providers
LaSalle's commitment to sustainability includes investing in third party specialist services where it is
appropriate to do so and / or additional resources are needed (in particular where independent verification of
objectives being met is needed, additional data is required or specialist advice is sought).These include:
•
•

•
•
•

Verco, a climate change consultancy, has assisted our European sustainability team with the
development of our Net Zero Carbon Implementation Strategy.
JLL Upstream operates our Sustainability Management Programme, which tracks and monitors
energy, carbon, water and waste data across our portfolio and drives better environmental
performance.
The Deepki online platform hosts all Sustainability Management Programme data.
Investing For Good has been engaged to provide impact investment advice (see case study above)
We are currently reviewing several third-party service providers of climate risk data.

More broadly, we use PMA and MSCI to inform our investment research. Our real estate asset management
teams make extensive use of outsourced property managers and sales agents. Both elements contribute to
stewardship outcomes. See Principle 8 for more detail.

LaSalle Investment Management | UK Stewardship Code 2020 Report

11

People performance management
We have an annual performance management system for our people across the business with semi-annual
check-ins. This plays an important role in incentivising and rewarding the right behaviour in relation to
stewardship and our clients’ long-term interests more generally. Our UK renumeration policy is FCAcompliant and consists of a fixed base salary and variable compensation (made up of an annual cash bonus
and, for key staff, a long-term incentive programme).
All direct investment team members have role-specific sustainability objectives in their annual performance
reviews. These enable measurement of progress against our four pillars of sustainability (climate change,
responsible consumption, rewilding and social value) and focus both on shorter-term targets and longer-term
goals. Progress against these objectives is considered when setting an investment team member’s annual
bonus.
Diversity and inclusion
We have established a Diversity and Inclusion (“D&I”) Operating Committee chaired by Brian Klinksiek, Head
of European Research and Global Portfolio Strategies, focussing on community and charity, health and
wellbeing and diversity and inclusion. This committee ensures our business considers the needs of our
employees as well as the communities in which we operate.
Key initiatives in 2020 included hosting a series of D&I events such as Pride month and Bi-visibility day,
creating a D&I research library on our MyLaSalle intranet site, collaborating in a research project on diversity
in real estate (see Principle 10) and transferring our in-person wellbeing programme to a virtual format to
support employees’ physical and mental health during the pandemic. Recent charity activities across Europe
have included awareness days, matched giving, a long-distance bike ride and fun runs (virtual in 2020), an
ecological project and ‘greenbird’ volunteering. Our employees in Europe receive two paid days’ volunteering
leave per year.
Conclusion
The European and LaSalle GPS management boards provide unified decision-making forums with additional
focus on corporate governance and risk management also provided by our legal entity boards and risk
committees.
ESG is embedded in all aspects of our business governance at both the regional and global level. Supporting
research, incentivisation and training programmes are in place. Above all, this structure aligns accountability,
responsibility and authority.
We have made significant progress on governance relating to the environment and climate change risk in
2020 but we have ambitions of continuous improvement. A priority for work in 2021 both globally and in
Europe is diversity and inclusion.
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Principle 3: Signatories manage conflicts of interest to put the best
interests of clients and beneficiaries first.
We believe that effective management of conflicts of interest is critical to maintaining strong governance in
the financial services sector. Given the breadth of our real estate investment activities, a wide range of
conflicts of interest may occur. We theref ore have a set of company-level policies and systems for common
potential conflicts plus policies that relate to specific investment activities. The nature of acquisition conflicts,
for example, vary by type of real estate investment and so are addressed per business unit.
Our compliance officers (see Principle 2) maintain a register that details reported conflicts as well as any
mitigant implemented to manage the conflict. All employees are required to provide an annual affirmation as
to their understanding of and compliance with our Code of Business Ethics.
Broad sources of potential conflicts
Ownership - As set out in Principle 1, LaSalle is part of a global property services group. We do hire JLL to
provide services, such as valuations and property management when we consider them to be best qualified
in competition with other property services providers for the specific project or account under tender.
Personal - Our staff are bound by our Code of Business Ethics that requires them to report any actual and
potential conflicts of interest to our compliance team. Examples include close relationships with people that
work for competitors, suppliers or clients, or investments in property companies.
Manager and client alignment on stewardship – We operate within the LaSalle ESG policy for all mandates.
For separate accounts we agree on the approach to ESG with clients at the outset and during annual strategy
reviews. For commingled funds where we control the underlying investment in direct real estate, we develop
a detailed ESG plan. Further detail on client engagement on stewardship is outlined in Principle 6.
European real estate business unit
The two primary sources of conflict within direct real estate investing are the allocation of: (i) potential
acquisition opportunities between mandates where both mandates could acquire the same asset; and (ii)
transactions between mandates.
Acquisition conflicts - In common with many of our peers, we operate a rotation system for potential
acquisition direct real estate conflicts. Conflict committees oversee this process and ultimately determine
deal allocation. However, given the wide range of mandates with differing investment objectives that we
manage, it is unusual for acquisition conflicts to occur. We have on occasion declined to bid for work in
Europe over the past five years where it would result in specific acquisition conflict with existing mandates
managed by LaSalle.
Transactions between mandates - Undertaking property transactions between client mandates is rare
because of the difficulty managing the interests of both investors. These are only recommended where there
is an overwhelming case in favour for both accounts. When that occurs, strict controls, oversight and
information barriers are put in place, external valuers are used and informed client consent is sought, even
for discretionary separate accounts.
The approach of our European Debt and Special Situations team on conflicts is necessarily different. Within
real estate debt we operate a prioritisation system for potential investments between individual funds and
client accounts with a similar investment objective. Separate account clients accept their place in the priority
list at the start of the mandate. It is for this reason that we tightly control the number of separate accounts
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that we accept. For commingled funds, the fund priority policy is stated during marketing and documented in
the relevant fund legal agreement.
Our debt fund managers do not lend to LaSalle entities; all debt for our direct investments is sourced
externally.
LaSalle GPS
Our LaSalle GPS business unit has a high degree of independence and separation from the rest of the
business, which minimises the potential for conflicts of interest. Most importantly, we operate a strict
information barrier between the direct and indirect real estate investment teams. LaSalle GPS has a separate
governance framework, management board, investment committee structure, valuation committee and
enterprise risk committee.
The most obvious source of potential conflict is allocations to internal direct commingled funds. LaSalle GPS
seeks best in class investments for its client mandates and is agnostic whether they are managed by the
LaSalle direct teams or third-party investment managers. Some LaSalle GPS clients do not permit such ‘in
house’ investments, whilst others require their consent. If such investments are permissible by the client
then the same rigorous due diligence process is undertaken for an internal investment, as if for any oth er.
Conflicts may arise in the allocation of investments. These are allocated to clients prior to the time of making
the investment based on a list of prescribed factors. Where clients of LaSalle GPS are on opposite sides of
a transaction (a ‘cross trade’), we seek the approval of our LaSalle GPS Global Investment Committee and
third-party, arms-length evidence for the price of any such deal must be provided.
Alignment of interest
In common with many of its peers, LaSalle and its affiliates make co-investments into its commingled funds
- particularly for higher returning strategies - to ensure alignment of interest with our clients. For example, in
Europe, JLL Inc. made material commitments to the LaSalle Global Navigator Fund and the LaSalle Real
Estate Debt Fund IV amongst other mandates. Similarly, a co-investment arrangement is often agreed to
align the interests of our senior European real estate investment managers and other members of senior
management.
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Principle 4: Signatories identify and respond to market-wide and
systemic risks to promote a well-functioning financial system.
Our Capital Markets Dashboard is a key tool, enabling us to monitor and react to specific systematic risks.
Our investment philosophy and supporting tools allow us to consider and respond to market-wide risks
more broadly. In this section we have also addressed fund liquidity, given its importance to the wider
financial system.
Capital Markets Dashboard
The Capital Markets Dashboard looks at independent data for three key areas that are likely to provide
advance signals that anticipate changes in market conditions:
1. Real estate supply / demand: What are likely future economic conditions and how do they affect
demand for real estate? What are real estate occupancy rates and the level of supply response?
What do corporate bond spreads imply about corporate solvency risks?
2. Debt / Equity flows and terms: Is bank lending conservative or aggressive? Are banks still in good
health? What is contributing to the debt /equity imbalance? What are retail investor fund capital
flows telling us?
3. Real estate’s pricing relative to the capital markets: Is real estate fairly priced relative to Government
and corporate bonds? Are REITs overpriced relative to stocks? What is REIT pricing telling us about
public market views of real estate?
An example of the Capital Market Dashboard for the UK is shown below.
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These indicators help our investment teams predict market turning points (including market liquidity) and
guide purchase and sales activity. When there is material uncertainty around the outlook, more than
one scenario can be produced, and probabilities assigned to each scenario. This can include stress-testing
the impact of interest rate changes, especially implications for government bond yields, and inflation under a
variety of macro-economic scenarios. We can also re-appraise tenant credit risk in anticipation of market
conditions changing. This all flows through to asset-level projections and, where appropriate, projected
performance of individual properties is stress-tested against a range of scenarios, especially those
underpinned by inflation-linked leases.
Broader approach to market-wide risk
LaSalle’s investment philosophy is underpinned by the secular, society-wide themes of Demographics,
Technology, Urbanisation and Environmental Factors (DTU+E – illustrated below). This approach allows
us to take a long-term view of market-wide risk to protect our clients’ investments, achieve required returns
and contribute to a stable financial system.

Guidance and frameworks are provided to fund managers to quantify DTU+E through tools, market
forecasts and qualitative sector outlooks, target locations and sources of future disruption.
Tools include the LaSalle annual European Regional Economic Growth Index (“E-REGI”), which has been
published since 2000. The E-REGI identifies the European regions and cities with the best economic growth
prospects. As such, the index approximates the relative strength of future occupier demand for real estate.
It incorporates:
•

Global Real Estate Transparency Index (“GRETI”). For the past two decades, JLL and LaSalle
have played a leading role in the pursuit of greater transparency and higher ethical standards in the
global real estate market. Through ten editions of the GRETI we have created what is today a widely
used and highly valued industry benchmark for assessing transparency. Market transparency is the
foundation which allows investors and corporate occupiers to operate and make decisions with
confidence. It enables governments and public bodies to function effectively, providing long -run
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benefits to local communities and the environment. Without high levels of transparency, real estate
markets cannot work efficiently. The 2020 report can be found here.
•

LaSalle European Human Capital Index. This assesses the Human Capital of a location and
includes measuring workforce skills and education levels along with investment in technology and
research and development. We have found that strong Human Capital elements have driven
superior productivity over time, translating into enduring demand and o ut-performance of the
underlying real estate. Conversely, it highlights locations most at risk from long -term economic
decline. Back-testing (where previous forecasts are tested against subsequent outcomes) of strong
Human Capital locations demonstrates an above 65% probability of outperforming the benchmark.
It has also reinforced the importance of investing in resilient and adaptable assets in the right
locations in order to attract tenants through cycles, allowing us to drive income generation.

On market forecasts, twice a year the Research and Strategy team forecast a wide variety of European real
estate markets and variables, including total return, rental growth, capital value growth, income return, and
equivalent or initial yield. When there is material uncertainty around the outlook, more than one scenario is
produced, and probabilities assigned to each scenario. Selection of a climate risk data provider in 2021 will
enable us to analyse the systemic risk implications of climate change and the role of stranded assets in
more detail (see Principle 7).
Qualitative analysis includes the Investment Strategy Annual (“ISA”), LaSalle's flagship research report and
a global overview of real estate investment strategy for the year to come. It compiles views from around the
world on macro real estate investment themes, local market forecasts, recommended investment
strategies, and key market risks. Now in its 27th year, it provides insight on portfolio construction and the
trends shaping real estate investment. The ISA was the catalyst for our DTU+E approach. As a result, our
(UK) portfolios have seen a reduction in their relative exposure to retail in favour of assets with in the
alternatives sector such as care homes, residential and supported living.
We also use the philosophy and tools outlined above to address market -wide risk in our indirect
investments. For example, we map all the assets held by the funds in which we invest against the LaSalle
European Human Capital Index.
The Covid-19 crisis has caused an acceleration of the DTU+E secular trends already identified above.
Along with opportunities, they also bring risks to the demand for, and supply of, real estate. This is
exemplified by the impact that online retailing, magnified by Covid -19, has had on the ongoing viability of
certain retailing operating models, with knock-on effects for jobs, economic activity and the vibrancy of the
high street.
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Case study: Dealing with systematic shocks - UK tenant and industry body Covid-19 engagement
During 2020 LaSalle worked closely with the British Property Federation and Revo (Retail Property industry
body) to represent landlords’ interests during the coronavirus crisis. We were one of a small group of
landlord representatives asked to provide evidence and comments directly to the government, around
challenges facing landlords at this incredibly difficult time. The government has been balancing numerous
interests in issuing its Code of Practice for Commercial Leases, along with empirical evidence from
stakeholders such as LaSalle. Whilst the Code is not perfect, it makes clear that those companies who can
pay their rent should do so.
With all landlords’ recovery powers suspended, it has been a case of working with the tenants and
persuading them to pay. Whilst we had correctly anticipated retail collections being low and those from
offices to be higher, the industrial collection statistics are lower by comparison and a trend that we observed
was for industrial tenants to simply pay only a month’s rent in the first instance, without requesting consent.
Our focus remained on working with tenants, identifying those in genuine distress and looking for
opportunities to create value by restructuring/extending leases in return for some form of rental concession.
We have granted monthly payment arrangements to some tenants and in certain situations have deferred
rents where tenants simply could not pay. This approach sought to recognise the fact that shor t-term
distress may not in many cases translate into a lack of long-term viability, supporting businesses in a time
of market-wide distress thus protecting clients’ longer-term interests. This recognises the long-term value
of strong relationships with tenants.

Fund liquidity
Liquidity in units of commingled funds has been a well-publicised private market systemic risk, especially in
the aftermath of the Global Financial Crisis, UK referendum on EU membership and onset of the Covid -19
crisis. It is a particular issue where there is a disconnect between client expectations and deliverability.
The majority of investments managed by our European and LaSalle GPS business units are held in separate
accounts. Client liquidity needs are regularly discussed, and changes are flagged well – often many years –
in advance. Liquidity is also less of an issue in our commingled debt funds, which are closed ended. We aim
to provide sufficient flexibility in our fund documents to mitigate liquidity issues at the end of a fund’s life.
The relevant business units run three widely marketed open ended funds: Encore+, our flagship panEuropean direct fund; E-REGI, our pan-European direct fund for German investors only; and Global
Navigator, our global four quadrant fund. Both Encore+ and Global Navigator are domiciled in Luxembourg
under the supervision of our authorised Alternative Investment Fund Manager. E-REGI is domiciled in
Germany.
Although we have the option of suspending the three funds in extreme circumstances, market conditions and
stable investor flows meant that all three funds remained open during the Covid-19 crisis in 2020.
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Principle 5: Signatories review their policies, assure their processes
and assess the effectiveness of their activities.
Overarching policy and reviews
As a subsidiary of JLL Inc., LaSalle is subject to a range of JLL global and European corporate policies. This
includes the JLL Code of Business Ethics and the JLL Vendor Code of Conduct. As a global real estate
leader in sustainability, JLL also publishes an annual sustainability report, the 2019 report being available
here. The Green House Gases data reported was independently verified by Bureau Veritas.
In addition to the JLL policies, LaSalle has a series of 14 global policies that are issued by department heads
on behalf of the Global CEO. They enable consistent approaches and standards to be applied across the 22
countries in which LaSalle operates. Subjects include anti-money laundering, product marketing, ESG, hiring
of JLL affiliates on behalf of clients and sale of assets between clients.
We also have sets of regional and business unit policies, which provide more detailed guidance in accordance
with local conditions, client expectations and regulatory requirements.
Respective department heads are responsible for ensuring policies and processes are kept current. They are
updated during routine review and following compliance monitoring, business development and changes to
business activities. In 2020 global policies on product marketing, new mandate creation and ESG were
updated and re-issued following reviews.
As part of our commitment to sound controls, we annually engage Deloitte to perform an assurance review
in accordance with International Standard on Assurance Engagements 2402 and ICAEW Technical Release
AAF 01/06 (“AAF”) over our UK based operations. Under the AAF, firms are required to meet prescribed
control objectives and the AAF independent review assesses the proper operation of the controls.
Findings of compliance monitoring are reported on a quarterly basis to the LaSalle Investment Management
UK Board of Directors, which allows senior management to evaluate robustness of our processes (See
Principle 2). We will shortly be expanding the AAF audit to produce a bespoke report for our LaSalle GPS
business unit, ensuring best practice is disseminated widely.
Our Legal & Compliance and Finance teams are currently in the early stages of a project to improve policy
management. As part of this project we will formalise and standardise policy review and update of processes
throughout the business.
Investment and sustainability policy
As highlighted in Principles 1 and 4, our investment philosophy is common across the LaSalle business. Our
investment processes and policies, however, are necessarily different, and their outputs lie at the heart of
our service to clients.
Our business unit heads, assisted by the respective investment committees, are responsible for ensuring that
the documented investment processes remain insightful and disciplined. A range of tools are used to assure
this including back-testing. For example, our UK Direct investment team undertook a back-testing exercise
in 2020 to understand the historic performance of assets and from it draw lessons and best practice on the
asset selection process.
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Looking at sustainability policies specifically, our Global ESG Policy is owned by the Global Sustainability
Committee and is reviewed and approved by our Global Legal Counsel. It covers the following areas:
•
•
•
•
•
•
•

Environmental considerations and sustainability
Social responsibility
Governance
Fiduciary obligations
Engagement
Reporting on ESG implementation progress
Administration of the policy

The policy has recently been updated to include a section addressing our approach to tenant screening.
There is a more comprehensive overhaul of the policy due in 202 1, which will draw together overarching
elements which are applicable globally, with sections addressing the specific policy elements relevant to each
region and business line. Additionally, we plan to upgrade the in-place and enhanced ESG processes into a
more specific ESG policy for our European debt investment capability.
A key method that we use to assess the effectiveness of our ESG policies is annually submitting funds to
GRESB (the independent global real assets ESG benchmark). We also obtain an independent assurance
statement where required in accordance with the AA1000AP (2018) standard. Further detail on GRESB is
provided in Principle 6.
In 2020 this process did not highlight any major issues, however it did suggest some areas of improvement,
such as exploring the feasibility of establishing social value metrics aligned to our updated sustainability
framework. These points are being actioned by our investment teams under the guidance of their business
unit heads.
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Principle 6: Signatories take account of client and beneficiary needs
and communicate the activities and outcomes of their stewardship and
investment to them.
The tables below provide a breakdown of assets under management and clients. All clients are institutional.
Assets Under Management
Asset class
Real estate

European
business unit
£18.5bn

LaSalle GPS
business unit
£4.2bn

*All AUM shown is unlisted real estate less £23m (0.5% of assets), which held in listed real estate securities
by LaSalle GPS, advised by our US-based LaSalle Securities business.

Client base
Client location
EMEA – ex-UK
UK
Asia Pacific
Americas

European
business unit
38%
47%
11%
4%

LaSalle GPS
business unit
6%
50%
11%
33%

Client engagement
Around 73% of client capital is invested via separate accounts in our European business unit and 80% in
LaSalle GPS. Many of our direct separate account client relationships are long-standing (in the UK the
average relationship is 15+ years). This allows us to build up a detailed picture of client stewardship views
and needs during quarterly reviews and the annual strategy planning process. It is relatively easy to manage
assets in line with clients’ stewardship requirements, within the bounds of available data and analytical tools,
since the client is the ultimate arbiter on factors such as timeframe, net income requirements and capital
expenditure levels. A small number of our separate accounts are run on an advisory basis, where asset -level
decision-making lies with the client and the client may conduct their own analysis.
In the case of our commingled funds, many have advisory boards whereby the largest investors and a minority
investor representative are consulted and provide detailed views and insights on a range of subjects including
stewardship. All investors collectively provide feedback during quarterly calls and annual investor forums. We
also conduct a significant number of bilateral investor meetings and answer sustainability questionnaires.
These sources of feedback inform the strategies of the funds and mandates, and our broader organisational
stewardship polices.
While only a very small proportion of LaSalle GPS AUM is invested in listed real estate securities, LaSalle
has implemented the requirements of the revised Shareholder Rights Directive and reviewed the relevant
strategies to ensure that they are compliant with the Statements of Investment Principles provided by our
clients. All our listed investments are made through our US-based business unit, LaSalle Securities. Following
the investment, we work closely with LaSalle Securities throughout the holding period , leveraging off of their
expertise and advice relating to monitoring and asset management of the holdings.
For both separate account and commingled fund clients, our client executives in the Investor Relations team
(see Principle 2) play an important role, both in delivering client service independently of the fund
management groups and as the client voice within the product and corporate strategy development process.
Notably, we explain to clients that their specific objectives for their property allocation must consider the
inherent illiquidity and indivisibility of the asset class.
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We use a similar approach to client engagement for indirect real estate investments via separate accounts
and fund of funds. Whilst there is less control over the investment strategy when invested indirectly, our
LaSalle GPS clients benefit from the additional influence that we bring to fund investments since we normally
represent several clients within an underlying investment fund.
In 2020 we started a six-monthly centrally run client feedback survey (in parallel to our sister company JLL).
The client survey reveals generally very high levels of satisfaction in the client experience with the noted
exception of client service technology. We are currently running a multi -million-pound technology
transformation project to address this deficiency and clients will see improvements from 2022. Our
compliance team runs our client complaints process. In 2020, we did not receive any formal complaints from
our UK clients.

Independent ESG benchmarks
For direct commingled funds, GRESB (the independent global real assets ESG benchmark) is especially
valuable since it provides a reference point for both manager and clients. It includes an annual report and
scores on ESG standards in our funds. In general, most clients are satisfied with our funds’ GRESB
performance (noting that the standards increase every year) whilst a few would like us to move faster but
recognise that the illiquid nature of real estate assets is a constraint.
Also important at a firm level is the annual United Nations Principles for Responsible Investment
assessment (LaSalle became an UN PRI signatory in 2009). LaSalle GPS submitted its first UNPRI report
in the Q1 2020 reporting period.
2020 GRESB results
Fund
Encore+*
LaSalle E-REGI*
LaSalle Canada Property Fund
LaSalle Property Fund
JLL Income Property Trust
LaSalle Asia Opportunity Fund

2020 UN PRI results
Star
4
3
5
4
3
4

Category
Strategy & Governance
Listed Equity - Incorporation
Listed equity - Active ownership
Property
Indirect property

Score
A+
A
A
A+
A+

* European business unit fund

Investment consultant feedback
We engage on sustainability in considerable detail with global and local investment consultants. Most large
consultants run annual ESG questionnaire processes (which increasingly are scored) followed by feedback
meetings. The investment consultants have a good vantage point to objectively judge us in relation to our
peers and industry best practice. Although this process is largely confidential, we are happy to report that our
scores are high and action recommendations are fed into our ESG target setting pr ocess.
Client reporting
There is currently some variation between regions and investment teams in our client reporting, which will be
addressed in 2021 as we work on an ongoing global project to standardise it more where possible, including
on sustainability.
Currently all European direct real estate fund quarterly reports include an ESG section. These contain fundspecific updates covering quantitative data (eg environmental performance) and qualitative updates (eg on
refurbishment projects or community engagement programmes). Reporting aligns with the four pillars of
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sustainability (See Principle 1). We have further work to do on ESG reporting for clients in our European debt
commingled funds, which will be addressed in 2021 through the new tailored ESG debt committee.
We intend to add TCFD-compliant climate risk reporting pending selection of a climate risk data provider (see
Principles 7 and 10).
UK clients invested with LaSalle GPS receive detailed ESG commentary in quarterly updates including ESG
integration, governance, annual voting profile, GRESB performance and results of the annual LaSalle GPS
engagement programme.
Work is in hand to ensure that we comply with the European Union’s Sustainable Finance Disclosure
Programme reporting requirements, which takes effect in 2021 (pre -contractual and website disclosure) and
2022 (periodic reporting).
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Principle 7: Signatories systematically integrate stewardship and
investment, including material environmental, social and governance
issues, and climate change, to fulfil their responsibilities.
In Principles 1 and 4 we set out our investment beliefs centred around the macro-trends of Demographics,
Technology, Urbanisation and Environmental Factors. We also showed how we combine thematic research
and proprietary tools to harness long-term trends and mitigate risk. In this section we demonstrate how our
philosophy is translated into sustainable action.
Investment processes
Our investment processes start by considering our clients’ core needs at the outset including time horizon,
income and liquidity. Direct real estate assets are expensive to trade (particularly in the UK with stamp duty
at around 5%). Our forecasts are therefore typically based on holding periods of 7-15 years (for core
portfolios) with a focus on which factors prospective asset buyers will prioritise at that point. This applies in
all four of our identified macro-trends but particularly in Environmental Factors.
Integration of ESG
Direct investments
As noted in Principle 1, our European direct sustainability strategy involves a long-term, holistic approach to
business and investment management at all levels and focuses on a Sustainable Investment Culture,
Future Focussed Investment Strategies and Resilient Investment Management.
Environmental factors are considered throughout the investment process. For new direct acquisitions we
consider environmental issues such as flood risk, energy efficiency (such as Energy Performance
Certificates) and building certification at the following stages: stock selection, investment committee through
our Sustainable Investment Principles and in the due diligence phase through our DD checklist.
Throughout the hold period of an asset, ESG considerations remain a fundamental element of the business
planning process and are a key consideration when undertaking hold/sell analysis. For ex ample, existing
assets with a high flood risk rating should be considered for sale, unless there are viable measures to mitigate
the risk or where there is a strong investment reason to hold. We have sustainability clauses included in all
property management agreements which require the procurement of renewable energy, provision and
collection of data, and to reduce the environmental impact of our properties.
As part of our environmental commitment, LaSalle has implemented a Sustainab ility Management
Programme (“SMP”) which monitors and manages energy consumption, carbon emissions, water
consumption and waste disposal across our European portfolio. For assets where we have landlord control,
bespoke reduction targets are set, and progress against these targets is monitored on a quarterly basis and
reported to our clients. We are expanding the programme to include all assets and setting ambitious targets
to collect all tenant data which will also support our Net Zero Carbon commitment.
To better integrate our consideration of climate risk, we are working with our global insurer to pilot a
methodology for assessing climate risk at an asset level. Our intention is to be able to report to clients on the
climate risks in their portfolios, in accordance with the recommendations of the TCFD, as soon as we have
completed our review of third-party climate risk data providers.
Case studies showing the output of the SMP and our work on climate risk to date are shown under Principle
12.
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Logistics asset acquisition for Encore+ (Pan-European Direct Real Estate Fund – GAV €3.3bn)
As part of a forward purchase logistics acquisition for LaSalle’s Encore+ fund, a pre -IC sustainability
due diligence report was obtained from an external advisor. The report was commissioned to
understand the performance of the building and identify areas of improvement to be considered as part
of the purchase agreement. Certification was obtained to confirm that the ene rgy performance of the
building would meet energy saving regulations. The report also considered, climate change mitigation
and adaptation, biodiversity, DGNB certification (a global benchmark for asset sustainability), onsite
renewable energy, accessibility and cycle parking. Out of this review several actions were identified:
•
•
•
•

The need to obtain missing energy consumption data
Testing for airtightness and thermal integrity
Need for action regarding greenhouse gas emission intensity
Operational actions such as the integration of an efficient management system and guidelines
for sustainable building operation which includes the selection of suppliers, technical monitoring
and biodiversity enhancement.

The information will be used to prepare a sustainable action plan for the asset that can be implemented
once the purchase is complete.
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Debt investments
ESG factors are equally important in our real estate debt investment process. We ensure that the risks and
opportunities presented by ESG factors are incorporated into our decision making at every stage of the
investment process, from initial loan screening, collateral assessment, loan approval process and post-close
loan monitoring, especially with developments.
As part of the initial underwriting, asset screening and due diligence process for debt investments, we review
the assets with the same level of detail as those assets that we manage through our direct real estate
business. This includes obtaining technical reports relating to the underlying assets and help to identify
environmental risks. These reports include environmental assessments (including flood risk assessment),
property condition assessments (building survey), valuation reports, monitoring surveyors report for
developments and evidence to support any green building certification such as BREEAM and energy ratings
(EPCs).
As part of our underwriting we ensure that the mitigation against any risks such as poor EPC ratings is part
of the sponsor’s business plan. EPC and building certifications are fed into our database and maintained
throughout the life of the loan. We do not currently offer green and sustainable real estate loans but are
assessing the viability of doing so.
Case study: Debt investment declined on ESG grounds
Project. A €20 million hotel financing opportunity in prime Amsterdam, the Netherlands.
ESG considerations. Despite the asset being in a prime location and the deal providing attractive returns,
the due diligence process showed that some members of the counterparty’s wider family had been accused
in the press of being connected to human traff icking although there were no public prosecutions, nor
convictions.
Action. The team immediately declined to be involved in the transaction, even though it was a compelling
risk reward opportunity for the fund and it was not the immediate counterparty who was under scrutiny.

Case study: Environmental standard rectification
Project. A €77.4 million whole loan for the build-up of a logistics portfolio in France.
ESG considerations. One asset that was to be added to the portfolio had not been modernised and did not
meet the ICPE criteria*.
Action. It was agreed under the facility documents that the Sponsor would be required to complete a €2.8
million refurbishment programme and ensure that the asset meets ICPE criteria. In addition, the facility was
to reserve cash to ensure there were sufficient proceeds in the structure to fund the required works.
* ICPE legislation (the French site classification system for environmental protection) comes from Book V of
the French environment laws. It classifies installations as “any industrial or agricultural concern likely to
create risks or to generate pollution or otherwise harmful results, particularly endangering the health and
safety of people living nearby.”
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Indirect investments
LaSalle GPS has a robust, three-level, ESG investment due diligence process incorporating environmental,
social and governance issues.
Level 1: Information is requested via an ESG Due Diligence Questionnaire (“DDQ”) on a target fund’s ESG
policies and philosophy, credentials and performance. A weak response may indicate a structural problem
where we would choose not to invest. However, more often , we believe it to be an opportunity for value
creation, in which we can use our role as an aggregator of client capital to play a leading role as an activist
investor.
Level 2: Restrictions check – this includes a Sanctioned Countries & Tenants Exclusion Check. In the event
that the target investment is located any countries contained in the sanctions list, the transaction will not be
permitted. In the event that, in aggregate, tenants and immediate subsidiaries in the tenant list account for
more than 10% of net operating income of the target investment, such an investment will be precluded.
Level 3: ESG side letter agreement for GRESB survey participation. All new investments will be requested
to fill out the annual GRESB survey.
Following this due diligence process, all investment committee memos include a section reviewing and
discussing the ESG qualifications of the manager and the fund. The ESG due diligence is also included in
our red-amber-green assessment that is included in the IC memo.
In addition to the Level 2 check mentioned above, the ESG DDQ asks questions about fund auditors, legal
counsel, depositary, administrator, independent valuer and other service providers to the fund, investment
guidelines and compliance with them, investor disclosures and details of the mitigation of conflicts of interest,
investor concerns with management of any fund/ vehicle of the firm, sustainability staffing, and compliance
with regulations.
In both direct and indirect real estate, ESG factors are assessed by the core investment teams not by regional
sustainability teams. This is an added control to ensure that analysis is intrinsic to the process and not siloed.
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Principle 8: Signatories monitor and hold to account managers and/or
service providers.
We use service providers to support both our investment and corporate activity. For corporate activity support
we draw on a range of lawyers, auditors, technology, HR and office supply service providers. However, the
response below has been focussed on investment service providers that are most directly involved with our
stewardship activities.
As a global policy, our Vendor Code of Conduct applies to all interactions between a vendor and JLL group
companies, which includes LaSalle. It covers subjects such as regulatory compliance, business practices,
health and safety, employment practices and sustainability practices. The firm is also supported by the JLL
EMEA procurement team in some areas, particularly on corporate service provider management.
To support our direct investment activities, we typically use research providers, sustainability consultants,
property managers, external valuers, tax advisers, lawyers, planning and development consultants, and sales
and marketing agents.
For many new service provider contracts, we either run a competitive selection process or draw a provider
from a standing panel, although we prefer to source sales agents from a select group of trusted providers to
maintain confidentiality. We conduct due diligence prior to awarding contracts including checks on references,
insurance, corporate policies (including on diversity and inclusion), delivery of relevant Key Performance
Indicators (“KPIs”) to previous clients.
For discrete, time-limited tasks, the required standards are set out in the contract. For more complex and
enduring tasks, KPIs are set out in Service Level Agreements (“SLAs”), which are subject to a prescribed,
regular (normally quarterly) monitoring process. A range of penalties for under performance are set out in the
SLAs, including termination.
On an ongoing basis, MSCI (market performance benchmarking) and PMA (market forecasting) are the
primary service providers who support our investment analysis and research. Both contracts are longstanding, and a KPI-led oversight system is in place. We apply a similar oversight regime to JLL Upstream,
our Sustainability Management Programme provider. All three providers performed well in 2020.
Looking at property management in more detail, we believe that an out-sourced model gives our clients the
best access to local market knowledge and economies of scale whilst ensuring close integration (including
via our technology platform). Property managers therefore make up a significant proportion of our supplier
spend. External valuers also play a vital role in providing assurance to our clients with independent portfolio
valuations that are compliant with local professional standards (the RICS ‘Red Book’ in the UK). The
frequency will depend on client requirements; normally quarterly but no less frequently than annually.
Property sales and leasing agents are generally paid on a commission basis, which we find provides the
strongest incentive to achieve successful asset sales. Other service providers are engaged on fixed price or
hourly charge contracts.
An example of this regime for our UK property management model is set out in the figure below. Close
oversight of UK property management is undertaken by our Head of UK Asset Management, Rebecca Gates,
who is assisted by a team of around 30 UK asset managers.
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The example demonstrates how sustainability is interwoven in our business; the sustainability-focussed
quarterly review meeting has been in place for over ten years and has been crucial to raising ESG standards
in the assets entrusted to our management.

UK Property management service provider model
Key performance indicator examples

•
•
•
•
•
•
•
•

Rent and service charge collection
Data entry and accuracy
Supplier invoice payment
Inspection of buildings
Reconciliation of accounts
Timely issue of budgets
Tenant communication
Energy consumption data

Monitoring regime

•
•
•
•

Quarterly KPI review meeting with
LaSalle asset manager
Quarterly sustainability KPI meeting with
LaSalle sustainability manager
Spot checks (with reasonable prior
notice) on property manager procedures
Right to appoint external consultants to
conduct performance reviews

There were many instances of our investment service providers delivering admirably in 2020. In UK property
management for example, this included:
•
•
•
•
•

Making safe 32 million square feet of property floor space
Carefully opening and closing shopping centres at short notice
Dealing with over 200 requests for tenant rent relief
Launching our Covid-19 tenant guide within ten days of national lockdown in March 2020
Rapid provision of free additional parking space in one shopping centre asset to NHS workers in
Bristol.

In doing so, they served our investors, our tenants and the wider local communities well.
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Principle 9: Signatories engage with issuers to maintain or enhance
the value of assets
There are no issuers in direct real estate and so this principle does not apply to our direct real estate
investment teams in its purest form. However, we work closely with our tenants to maximise stewardship
outcomes (see the case study in Principle 4 and the case studies in Principle 12).
For private real estate debt investments, the bedrock of our engagement approach is the strength and length
of our sponsor relationships, forged over 10+ years with around 50 high quality sponsors. In 2020 and 2019,
95% and 75% respectively of our loans were originated through existing relationships.
Our loan asset managers liaise closely with sponsors (and other lenders, where applicable) during the life an
investment. During the ongoing management stage this includes:
•
•
•
•
•

Quarterly testing of loan covenants
Frequent reviews with the sponsor of property level and financial level reports
Monitoring of covenant requirements under the loan facility agreements and working with the sponsor
to resolve any breaches
Where required, conducting restructuring and enforcement action
Development loans are subject to enhanced engagement, overseen by an in-house technical
consultant. He attends sponsor construction meetings on a bi-monthly basis to detect potential
construction delays.

Our debt investments have a defined term, typically 3-5 years. Our loan documents routinely contain property
undertakings and representations regarding environmental compliance. A breach of these will lead to a
default under the loan which, unless cured by the borrower, will give rise to rights of the lender to take action.
On the indirect side, LaSalle GPS takes a leading role in stewardship activities in the private real estate funds
in which we are invested. This takes the form of bilateral engagement and via fund advisory boards (“ABs”);
LaSalle GPS currently sits on 42 ABs globally. Additionally, we specialise in joint venture creation and early
fund participation, ensuring that we can influence ESG integration as an investment vehicle is being
constructed and the investment strategy is being written.
We prioritise issues on which to engage asset managers based on a range of sources:
•

ESG Due Diligence Questionnaire. This is a key element, which we require asset managers to
complete prior to the initial investment (see Principle 7), and annual ESG surveys thereafter.

•

GRESB scores. We carefully review the results of funds’ annual GRESB results and will engage with
fund management where we believe that quicker progress can be made to increase specific scores.

•

Client views. We canvass our own client views and stewardship priorities during bilateral meetings
and pick out emerging themes (see Principle 6).

•

Proprietary analysis. We also reference LaSalle proprietary analysis on ESG and the engagement
issues that our direct Sustainability and Research and Strategy teams believe will deliver the largest
benefits.

Key engagement themes during 2020 included diversity and inclusion, and climate risk. The case study below
illustrates how we approached them.
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On the listed side, since LaSalle GPS holds a very small amount of listed real estate securities, regular
company meetings are conducted on its behalf by LaSalle Securities. The meetings focus on business ESG
risks and opportunities, risk management, ESG disclosure and alignment with industry best practice. The
LaSalle Shareholder Rights Directive Engagement Policy is linked here.
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Case study: LaSalle GPS Future Trends Survey
Background. The LaSalle GPS Future Trends survey was sent out to third-party fund managers in
November 2020. It included 41 questions on their approach to net zero carbon and diversity, equity and
inclusion. We received around 50 responses with many managers also providing extensive detail on
future plans to improve results.
Aim. To understand how the managers with whom we invest with are future proofing their portfolios and
businesses, frame future manager engagement, inform our investment decisions and meet our own
client stewardship requirements.
Results.
Diversity, Equity and Inclusion Survey

Net Zero Carbon Survey
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Principle 10: Signatories, where necessary, participate in collaborative
engagement to influence issuers.
In common with other asset classes, the real estate investment management sector is highly regulated by
relevant national and cross-border financial authorities.
However, the sector is small and highly inter-connected, especially in Europe. Whilst there are no issuers in
the traditional sense for direct real estate investors, there are many collective initiatives on stewardship where
peer real estate investment management firms hold each other and themselves to account, often coordinated through industry bodies. Informed external clients and real estate multi-manager teams, such as
LaSalle GPS, also play a key role in applying pressure for direct real estate investment managers to
participate.
LaSalle plays a leading role in these bodies as shown below.

LaSalle roles held in global real estate ESG bodies - 2020
• Elected Chair of the GRESB Advisory Board and Advisory Board member since launch in 2010
• Chair of AREF ESG and Social Impact Committee
• United Nations Environmental Programme Finance Initiative Property Working Group member
• Fund Manager Member of GRESB
• Chair of the ANREV Sustainability Committee
• INREV ESG Committee member
• Chair of the BOMA International Energy & Environment Committee
• UNEP FI TCFD real estate pilot participant
• Board Director of UK Better Buildings Partnership
• Advisory Board member of the DGNB
• Asia GRESB Benchmark Committee
• Fitwel Champion
• Chair of Commercial Sector, US Department of Energy Better Buildings Alliance
• US EPA ENERGY STAR Partner
• NAREIT Real Estate Sustainability Committee RESC
*Note that roles held by all LaSalle business unit managers have been included since LaSalle GPS invests globally.
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The examples below illustrate the range of activities in which LaSalle has participated during 2020.
Case study: BBP Climate change commitment
LaSalle has been an active member of the Better Buildings Partnership since 2014 and Sophie Carruth,
our European Head of Sustainability has been a board director since 2016. In 2019, LaSalle collaborated
with other BBP members on the creation of the BBP Climate Change Commitment, a pledge to deliver Net
Zero Carbon (NZC) buildings by 2050. This commitment sets itself apart from several others in the industry
by addressing whole building operational emissions as well as embodied carbon. There are now 27
signatories to the commitment, covering a significant portion of UK commercial real estate investments.
We continue to participate in the BBP Net Zero Carbon working group which has supported signatories in
the development of their pathways to NZC throughout 2020 and will continue to play a crucial role in
supporting these organisations in tackling some of the biggest challenges in delivering these ambitions.

Case study: United Nations Environment Programme Finance Initiative climate risk pilot
One of the challenges in following the recommendations of the TCFD is obtaining good quality climate risk
data at the asset level. LaSalle became a member of the United Nations Environment Programme Finance
Initiative (“UNEP FI”) in 2018 in order to participate in their climate risk pilot for real estate, the purpose of
which was to develop, in consultation with an external consultant, a methodology for assessing climate
risk on commercial real estate assets. Through our participation in the pilot we guided the consultant on
the specifics of the real estate industry, on what data would be available for modelling and provided
feedback on the presentation of the outputs. This industry leading initiative saw us collaborating with
several other industry players in driving the development of a climate risk methodology specific to real
estate, an essential requirement for TCFD compliance.

Case study: The Bridge Group research project on diversity in real estate
LaSalle was one of twelve participating companies who collaborated on a research project, funded by JLL
and undertaken by the Bridge Group, to explore diversity in the real estate sector. The project focussed
on socio-economic diversity, identifying that the real estate sector is deeply lacking in diversity, most
acutely by socio-economic background. The research also highlighted a lack of gender and racial diversity,
with white men dominating senior positions in the sector. The research includes a series of
recommendations to advance positive change, and should all participating firms implement these
recommendations, the collaboration in this project will have resulted in improved socio-economic diversity
in the real estate sector.
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Principle 11: Signatories, where necessary, escalate stewardship
activities to influence issuers.
This principle does not apply to real estate direct real estate investing since there are no issuers. For real
estate debt investments, engagement is necessarily confined to the specific loan asset. We have therefore
focussed on how escalation is approached by LaSalle GPS.
Within private real estate fund investment, our preferred method of engagement is bilaterally with the fund
team and/or during fund advisory board or all-investor meetings, particularly where majority investor consent
is required for an action or change of terms. In general, there is ample opportunity for dialogue and consensus
to be found within these meetings, especially over time.
However, we will escalate beyond the fund manager to the Chief Executive Of ficer or Chief Investment Officer
where we believe that the fund manager is not acting in the best interests of all investors (i.e. where there is
a conflict of interest between the fund manager and the investors, or favouritism of some investors) or where
we simply believe that the fund manager is otherwise acting unethically. As a top five (by AUM) global real
estate multi-manager, we feel a wider obligation to ensure co-investors of all sizes in commingled funds are
treated fairly. Escalation most commonly arises in matters of fund governance.
Whilst we have escalated activities to industry bodies in the past (such as the Association of Real Estate
Funds), we have not had to do so recently.
Disinvestment can be used as the ultimate sanction, although the illiquid nature of private real estate and the
relatively small investment universe are constraints in doing so repeatedly whilst still achieving investor
returns. We therefore prefer escalation to achieve behavioural change from managers and disinvestment is
normally used as a method of protecting our clients’ capital.
With regard to listed securities, the size of our holdings significantly limits the influence we can exert over
issuers via escalation. We therefore focus on representing client interests through company meetings, voting
and ultimately disinvestment.
The recent examples below illustrate our private real estate approach to escalation.
Case study: Fund management engagement
Fund type: Closed ended specialist European commingled fund.
Issue: Fund manager threatened to withhold redemption receipts for programmed liquidity window due
to challenges in asset rent collection and illiquidity in the investment market, caused by Covid -19
conditions.
Escalation measures: LaSalle GPS escalated the issue with senior company management and
highlighted poor fund governance. LaSalle GPS provided fund and market analysis to demonstrate
availability of liquidity.
Outcome: Fund manager accepted error and provided a written undertaking to make good on
redemptions.

LaSalle Investment Management | UK Stewardship Code 2020 Report

35

Case study: Senior management engagement
Fund type: Closed ended specialist European commingled fund.
Issue: Lack of transparency over manager’s plans for the future of the fund due to expire within a month.
Perceived casual attitude to fund governance and lack of contingency planning, that would have likely led
to fund’s unintended wind-up, adversely affecting underlying investors. Consistently poor communication
from fund manager.
Escalation measures: Engagement of regional CIO.
Outcome: Structure rapidly put in place to extend fund life, in accordance with investors’ wishes.

Case study: Disinvestment
Fund type: Direct European core balanced fund.
Issue: Lack of transparency and increasingly poor basic reporting standards, combined with style drift
and decreasing levels of performance.
Escalation measures: Repeated attempts to address transparency and reporting standards with fund
manager. Lack of interest from firm senior leadership, likely driven by prevailing commercial success of
fund.
Trigger for disinvestment: Combination of poor fund governance and decreasing performance.

.
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Principle 12: Signatories actively exercise their rights and
responsibilities.
Direct investments
Since direct real estate investing is focussed on buying buildings and not shares in listed companies, we
have interpreted Principle 12 in the widest sense. How have we taken account of our clients’ views on
stewardship (see Principle 6), applied our investment philosophy (see Principles 1 and 4), investment
processes (see Principle 7) and our stewardship policies (see Principle 5) to exercise our stewardship
responsibilities?
In 2020 we and our clients were particularly focussed on better measurement and mitigation of the
environmental impact of property. The case studies provide some examples of how we have worked with
tenants, property managers and contractors to improve performance over the year. Each case study is
aligned to one of the four pillars of our European Sustainability Strategy.
Case study: Climate change
In December 2020 we published our Net Zero Carbon Pathway to deliver on our commitment made in
2019 through the Better Buildings Partnership to manage a European net zero carbon portfolio (currently
totalling £17.1 billion) by 2050. In creating pathway throughout 2020, assisted by Verco, we:
•
•
•
•

Undertook 43 internal interviews across regions and business functions to gather views on net
zero carbon
Reviewed all relevant net zero definitions in the markets in which we operate
Undertook technical modelling of the cost and performance impacts of achieving net zero across
of our entire European portfolio
Engaged with senior business stakeholders to test and refine the strategy and ensure it aligned
with strategic objectives.

The main tenets of the strategy are set out in the chart below. Further detail can be found in the report. A
key priority for 2021 is to analyse the feasibility of a Net Zero Carbon Zero Strategy for debt investments.
On a global basis, LaSalle has aligned with the ULI Greenprint Center for Building Performance goal to
reduce landlord-controlled operational carbon emissions of LaSalle’s global portfolio of managed assets
to Net Zero Carbon by 2050.

LaSalle Investment Management | UK Stewardship Code 2020 Report

37

Case study: Responsible consumption
All assets with energy consumption in the landlord's control are included in our Sustainability Management
Programme (“SMP”). The purpose of the programme is to deliver concrete and lasting energy, carbon, water
and waste reductions across the assets identified, which reduces operational expenditure and supports us
in meeting environmental targets.
For the 117 assets included in the SMP for the period October 2019 – September 2020 we exceeded our
energy, greenhouse gas and water reduction targets, with a reduction of -23%, -25% and -32% respectively.
These reduction figures have been positively impacted by the lockdowns associated with Covid-19. For the
period September 2018 – October 2019, energy use was reduced by -10% and greenhouse gas by -14%.
Water use increased by 0.3%, though this was largely due to redevelopment works at a major asset.
During the lockdowns, our property managers ensured that any assets not in full operation had equipment
run times adjusted accordingly, whilst also maintaining life systems as needed. Through our SMP we also
provided guidance on how assets should be recommissioned as they were bought back into use, balancing
the need for increased fresh air circulation with our efforts to reduce energy consumption.

Case study: Social value
Social value rose even faster up the agenda during the pandemic and in the UK we are pleased to report
that where site staff were furloughed in 2020, their salaries were topped up to 100% in order to support
individuals on low incomes such as cleaning and security staff. We also found opportunities to support the
NHS through the provision of car parking and storage space at assets located close to hospitals. We have
also set up food bank collection points at shopping centres to facilitate shoppers making f ood donations.

Case study: Rewilding
Asset: The Glades Shopping Centre Bromley
Project objective: To improve the ecological value
and aesthetic appeal of a shopping centre for the
benefit of wildlife and the local community. Phase 1 of
the project was to focus on enhancing the existing
dilapidated green roof.
Outcome: Working with ecologists, biototems,
wildflowers, insect hotels and birdboxes were added to
the roof space. To showcase the rewilding project to
the local community, we ran a week-long ‘Wild Glades’
event over half term, with a viewing platform next to the
green roof so adults and children could see the roof
space being planted. Alongside this we created a popup wildlife museum in a vacant unit with microscopes
to view fossils and insects, as well as wildflower seeds
for people to take home with them. The event was well
received, particularly with local schools and the local
council.
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Debt investments
As set out in Principle 9, we frequently engage with our sponsors and under the loan documents sponsors
are required to provide periodic reporting on asset performance. This allows us to identify potential problems
and solutions at an early stage.
Our loan facility agreements and intercreditor agreements provide us with certain rights to protect our
investments. Where it is in the best interests of our clients, our priority is to work pragmatically with sponsors,
including negotiating additional equity commitments by the sponsor, partial loan repayments, introduction of
interest reserves and similar liquidity measures. In return loan extensions and/or short -term covenant
relaxation may be offered.
If a satisfactory consensual solution cannot be found with the Sponsor and/or other lenders we may exercise
certain rights available to us under the loan documents and ICAs, including senior purchase rights, step in
rights and enforcement action.
Indirect investments
We fully participate in every corporate action for all underlying real estate investments. The same voting
policy applies for all LaSalle GPS regions and mandates/funds. Notifications of impending fund votes are
considered initially by the relevant LaSalle GPS Regional Investment Committee (“RIC”).
The RIC will consider whether the management proposal is in the best interests of investors and whether it
raises fund ESG standards. If a potential vote surrounds a fundamental change that has resultant financial
impacts, the vote may be escalated to the LaSalle GPS Global Investment Committee for review. Client
views are considered as part of the engagement process outlined in Principle 6, but the voting decision lies
with LaSalle GPS for discretionary mandates. The record has been anonymised to reflect the unlisted nature
of the investments.
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LaSalle GPS 2020 voting record
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Appendix - Biographies
Philip La Pierre – Head of Europe
Philip has overall responsibility for the pan-European real estate business. He is also a member of LaSalle’s
Global Management Committee.
Philip is a German national with 20 years´ experience in the real estate industry and has overseen over €11
billion of global real estate investments. He joined LaSalle in June 2018 as Head and CIO of Continental
Europe and has a proven and distinguished reputation in the German and broader European real estate
market. Prior to joining LaSalle, Philip was Co-Chief Investment Officer at Corestate Capital, and he spent
eight years at Union Investment Real Estate in various leadership roles, including the Head of Investment
Management Europe and later becoming the Global Head covering the Americas and APAC Region.
Philip studied Law at the Universities of Heidleberg and Freibur in Germany and completed his Bar Exam in
Düsseldorf Germany.

Jon Zehner – Head of LaSalle GPS
Jon is responsible for setting GPS’s strategic direction as well as overseeing its day -to-day operations. He
is a member of LaSalle’s Global Management Committee. Jon joined LaSalle in March 2012 as Global Head
of the Client Capital Group and as a member of LaSalle’s Global Management Committee before taking over
his current role in January 2021.
Jon spent 28 years at JPMorgan, where he held several senior positions including Global Head of Real Estate
Investment Banking and Head of sub-Saharan Africa. Between his roles at JPMorgan and LaSalle, Jon spent
almost three years as a Senior Director of AREA Property Partners (now ARES) where he was responsible
for client relationships, deal origination and strategic development.
Jon is an active leader in several industry organisations. He currently serves as Chair of the Cambridge Land
Economy Advisory Board of the University of Cambridge and is a recent past European Chairman of the
Urban Land Institute. He has served twice on the Global Board of Directors of ULI and remains a Governing
Trustee. Past industry activities include founding and serving on the Executive Board of the European Public
Real Estate Association (EPRA). He serves as an EMEA Co-Chair of Dartmouth College’s current capital
campaign and previously served on the Board of Advisors of the John Sloan Dickey Center for International
Understanding at Dartmouth. He is a member of The Board of Governors of the Arnold House School in St.
John’s Wood in London. Jon is Chair of the UK Board of African Parks, a non-profit organisation that is
focussed on the rehabilitation and long-term management of 19 African national parks.
Jon holds an MBA from Harvard and an AB in Economics from Dartmouth.
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Jamie Lyon – CFO/COO, Europe
Jamie Lyon joined LaSalle in 2006 as CFO / COO of LaSalle's UK and European operations. Jamie’s
responsibilities extend to accounting and finance, tax, debt, risk management, mergers and acquisitions,
human resources and, consequently, management of all European support services and infrastructure across
LaSalle’s fund and separate account business.
Prior to joining LaSalle, Jamie was the European Finance Director of ProLogis Europe from its start -up in
early 1998. With 18 years of international real estate experience, Jamie serves on the European Investment
Committee and other internal LaSalle and industry committees.
He holds a BAcc from the University of Glasgow and is a Chartered Accountant, having qualified with KPMG.

Andrew Muscat – CFO/COO LaSalle GPS
Prior to joining LaSalle, Andrew was Head of Operations and Deputy Country Executive, Malta for Alter
Domus, managing the operations team responsible for the provision of company set up, administration,
accounting, tax compliance and company secretarial services for RE and PE clients. Andrew re-joined
LaSalle in 2018, where he had previously worked from 2008 to 2016. In his previous role he was responsible
for supervising the finance function for LaSalle’s UK direct real estate and debt funds.
Previously, Andrew spent six years at PwC, working on the audit of Land Securities and Barclays Private
Equity.
Andrew is a chartered accountant (FCA) and holds a BSc in Chemistry and Biology from the University of
Malta. He sits on INREV's Global Standards Steering Committee.

Michael Coulton – European General Counsel, Head of Legal and Compliance – Europe
Michael joined LaSalle in 2007 as Global Funds Counsel and was appointed to his current role in May 2015.
Michael has led the legal development and establishment of numerous LaSalle products and services.
Prior to joining LaSalle, Michael was a Senior Associate with King & Wood Mallesons (previously known as
SJ Berwin) in London and K&L Gates (Sydney) (formerly known as Middletons).
Michael graduated with a Master of Laws from the University of Sydney, and an LLB from the University of
Technology, Sydney. He also holds a Graduate Diploma of Applied Finance (Securities Institute of Australia)
and has completed the Investment Management Certificate (CF A UK).
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Sophie Carruth – Head of Sustainability, Europe
Sophie Carruth is responsible for ensuring that ESG is at the heard of LaSalle’s real estate investment
activities in Europe. She develops and oversees the delivery of LaSalle’s European Sustainability Strategy,
which aims to future proof assets by embedding ESG best practices into all stages of the asset life cycle and
investment decision making processes. This strategy focuses on four pillars: climate change, responsible
consumption, rewilding and social value. Sophie is a member of LaSalle’s Global Sustainability Committee
and collaborates with regional sustainability counterparts to define global sustainability policies, processes,
and priorities.
Sophie comes from an asset manager background at LaSalle and is a Member of the Royal Institution of
Chartered Surveyors. She completed her Masters in Real Estate Management at London South Bank
University and bef ore that gained a BA (Hons) in French and Italian at Bristol University. Sophie is a board
director at the Better Buildings Partnership and is currently chairing the BBP’s ESG training working group.

Kathleen Jowett – LaSalle GPS Fund Manager and Sustainability Officer
Prior to joining LaSalle in November 2018 Kathleen was Fund Manager in the Global Indirect Real Estate
Team at Aviva Investors where she worked since 2010.
Kathleen holds a BAS (Hons) in Architecture from the University of Toronto, MSc. Real Estate from CASS
Business School in London and the CFA Society of the UK, Investment Management Certificate.
Kathleen is also a member of the AREF Management Committee, Chair of the AREF ESG & Social Impact
Committee, Chair of the GRESB Advisory Board, and member of the United Nations Environment
Programme Finance Initiative Property Working Group.
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Important Notice and Disclaimer
The outbreak of the Novel Coronavirus (COVID-19) was declared by the World Health Organisation as a
“global health emergency” on the 30th January 2020 and was then characterised as a pandemic in March
2020. COVID-19 has impacted global financial markets, severely restricted international trade and travel,
disrupted business operations (in part or in their entirety) and negatively impacted most investment asset
classes (including real estate (whether held directly or indirectly, or whether as a result of being a lender to
owners of real estate)).
As a result of the above factors, conditions exist in the real estate markets that may result in value uncertainty
and valuations are reported on the basis of significant valuation uncertainty or extraordinary assumptions
related to the impact of COVID-19. Consequently, less certainty – and a higher degree of caution – should
be attached to valuations than would normally be the case. Given the foregoing and the unknown extent of
the impact of COVID-19, LaSalle accordingly highlights that the reliability of real estate values in this report
may be significantly under- or over-stated and subject to material variance on a short-term basis.
The views expressed in this document represent the opinions of the persons responsible for it as at its date
and should not be construed as guarantees of performance with respect to any investment. Past performance
is not indicative of future performance. The price and/or value of and income derived from any particular
investment may fall or rise and investors may not get back the amount originally invested.
LaSalle has taken reasonable care to ensure that the information contained in this document has been
obtained from reliable sources but no representation or warranty, express or implied, is provided in relation
to the accuracy, completeness or reliability of such information. All assumptions, figures and calculations
contained in the information must be independently verified by the investor. LaSalle does not undertake and
is under no obligation to update or keep current the information or content contained in this document for
future events.
No legal or tax advice is provided. Investors should independently evaluate specific investments and trading
strategies and should have the financial ability and willingness to accept the risks associated with these
strategies and property investment in general.
LaSalle does not accept any liability in negligence or otherwise for any loss or damage suffered by any party
resulting from reliance on this document. By accepting receipt of this document, the recipient acknowledges
that this document is confidential and agrees not to distribute, offer or sell this document or copies of it and
agrees not to make use of the document other than for its own general information purposes.
Securities offered in the United States through LaSalle Investment Management Distributors, LLC, a member
of FINRA/SIPC.
Copyright © LaSalle Investment Management 2021. All rights reserved. No part of this document may
be reproduced by any means, whether graphically, electronically, mechanically or otherwise
howsoever, including without limitation photocopying and recording on magnetic tape, or included
in any information store and/or retrieval system without prior written permission of LaSalle
Investment Management.
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