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I n an exclusive, wide-ranging interview with REFI 
Europe, Joe Azelby, head of real estate and private 
markets at UBS Asset Management, gives his take 
on market challenges, the increasing popularity of 
multi-manager funds, multiple asset classes and 

technological developments penetrating the sector.
This is Azelby's first interview since taking up the role 

in March of this year. Before joining UBS, he was CEO of 
JP Morgan’s global real assets business after which he 
joined Apollo Global Management in May 2017 as a sen-
ior partner and head of real assets. He reports directly 
to Ulrich Koerner, president of UBS Asset Management.

REFI Europe: What are some of the biggest challenges 
either you or the industry are currently facing?
Joe Azelby (JA): Historically low yields and slow growth 
– return expectations are low across asset classes and 
around the world. The expansion in investment manag-
ers, since the credit crisis, combined with the market 
slowdown is leading to competition and fee compres-
sion. There have been entrants to the sector who have 
not faced a recession. The competition may lead to a 
more efficient marketplace but overcapacity in the real 
estate asset management industry will create challenges, 
especially, as new allocations wane.

REFI Europe: The risk profile of some funds is rising as 
low-yield markets encourage asset managers to pour 
capital into new property developments and less liquid 
markets. Do you recognise that trend?
JA: Yes. This is a familiar response to the end of an ex-
cess return phase. The property markets look sound, 
fundamentally, but are coming off of a several year pe-
riod with falling cap rates. Thus, returns of the recent 
past were unsustainably high. The expectation is that re-
turns will be more similar to long-term performance than 
that of the past 10 years. When return expectations go 
from high to normal and negative events are distant in 
memory, investors have a tendency to accept more risk in 
search of higher returns. Sometimes this move to higher 
risk is intentional and sometimes it is unintentional. This 
is exactly the behaviour that we witnessed during 2006 
and 2007.

REFI Europe: Multi-manager funds are increasingly 

popular, funds pouring capital in other funds. How do 
you see this development?
JA: The expansion in multi-manager popularity is re-
markably strong. Investors over the past 10 years have 
become increasingly accepting of the allocation capa-
bilities of multi-managers. High-net-worth investors and 
family offices have been active in this space for some 
time. Increasingly joining this multi-manager base is a 
group of institutional investors and sovereign funds.

Today's multi-managers are expanding the allocation 
services that they provide. They direct capital into funds 
across geographies and sectors, as they have done tradi-
tionally. In addition, they now allocate speciality sectors 
and specific projects in the form of fund origination, co-
investment and single-project ventures. Multi-managers 
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are operating today in far more detail with far more pre-
cision than during the recent past.

REFI Europe: Retail is the ‘unloved’ sector at the mo-
ment, mainly because of e-commerce. Some observers 
predict a double digit drop in growth with some as-
sets disappearing altogether. What is your take on the 
struggling retail sector at the moment?
JA: The retail sector certainly is 'unloved'. Perhaps the 
broad concern for the retail sector is too inclusive, ig-
noring the different performance levels among the sub-
sectors. For instance, the grocery-anchored segment of 
the retail sector has been performing consistently over 
the past few years. It is a segment that did not enjoy 
the significant value growth during the retail boom years, 
2012 to 2016. Regional shopping centres on the other 
hand excelled prior to 2016 and are suffering today, due 
to a structural decline in the department store and other 
apparel formats.

E-commerce is a key factor in the changing environ-
ment but other factors exist as well. The retail sector 
regularly goes through a format change: from neigh-
bourhood to power-centres to lifestyle-centres and high 
street to warehouse. Focusing on sales in physical stores, 
we find that total sales have been increasing, albeit at 
a low rate, for several years. Thus, despite the wave of 
retailers closing, total store-sales continue to grow. It is 
the format change, in addition to the market share taken 
by e-commerce, that is impacting values. We expect that 
the retail sector will offer the widest range of both risks 
and rewards over the next few years, and carefully in-
formed selection will be key to investment decisions.

REFI Europe: Logistics is booming, and some say that a 
changing retail model with sophisticated supply chains, 
in combination with a lack of suitable and available 
space and old assets, will further drive demand. How 
do you see this?
JA: Similar to the retail sector, there is a combination of 
factors propelling the recent success of logistics. The 
growth in e-commerce is certainly a key factor. The direct 
distribution of goods to homes requires more sophisti-
cated distribution systems and closer proximity to large 
populations. This has encouraged higher value invest-
ment in the logistics sector.

In addition to e-commerce related investment into lo-
gistics, we see growing demand in the older more com-
mon properties. This is likely due to the continued re-
covery in the logistics sector, following the 2009 global 
recession. Some of the rent growth observed today is a 
result of lease renewals originated 7-10 years ago. Fail-
ure to identify the separate impact of continued growth 
potential from rent recovery may lead to disappointment. 
We like the sector, but expect performance to level over 
the next couple years.

REFI Europe: Proptech and realtech are proper buz-
zwords at the moment. How do you see the role of tech-
nology, such as blockchain and AI? Will they change the 
RE investor landscape as we currently know it?
JA: In short, yes. There is no doubt that technology, at 
property-level and investor-level, will change the real es-
tate investment environment – it always has. Advancing 
technology is not a new factor but a continuing one.

The quality and breadth of data captured at the ten-
ant level is increasing at a rapid rate. We are transition-
ing from a reliance on survey data to live-capture action 
data, so we are less impacted by what tenants, employ-
ees and customers say and more focused on how they 
behave. This is but one narrow technical advancement, 
among the many developing today, but it is transforming 
the way we locate, develop and operate our properties.

Investment activities are also being affected by new 
technological development. New methods of data col-
lection, storage and review are continuously chang-
ing the way we process information and conduct due 
diligence. Data analysis tools, including artificial intel-
ligence and other machine learning, are advancing the 
methods by which investors identify, sort and price op-
portunities. Blockchain technology is available to alter 
the way we record and divide ownership. As is often the 
case, the technology exists long before implementation. 
Today, we have many applications available and await 
operator and investor acceptance and deployment.

REFI Europe: Finally, sustainable real estate and green 
properties are increasingly becoming the standard. Do 
you think there is a short supply of green assets? 
JA: Sustainability is not a new topic in the real estate 
industry, but is still in its early stage. Governments, cor-
porations and individuals are all increasingly aware of 
consumption concerns. Furthermore, organisations such 
as LEED and GRESB have given investors tools to meas-
ure the environmental impact of individual properties. 
Thus, awareness is expanding at a rapid pace. Translat-
ing awareness into profit is difficult to quantify. Certainly, 
there are locations and assets that benefit financially 
for their attention to sustainable development and op-
eration. However, retention and appreciation evidence is 
anecdotal at this point.

REFI Europe: Is there a higher value retention and ap-
preciation?
JA: Most institutional property investors are mindful of 
the sustainable measures that can be taken on prop-
erty at various stages, from development to operation. 
Features such as property orientation on a site, installa-
tion of charging stations, recycling programmes, energy 
saving lights and many other features are being incor-
porated into buildings today. The number of investors 
seeking certifications such as Energy Star and LEED is 
growing every year. In many cases, the environmentally 
sound choice is also the cost saving choice and investors 
are actively incorporating these features into their assets. 
Such additions to properties are typically rewarded by 
lower costs rather than higher rents.

There is no doubt that technology, 
at property-leverl and investor 
level will change the real estate 
investment environment"


