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The IPD South Africa Annual Green Property Index tracks the performance of 
Green Star Certified Prime & Grade A Office properties and compares it to the rest 

of the IPD Prime & Grade A Office Universe   
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MSCI – BUILT TO SUPPORT YOUR INVESTMENT PROCESS   
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1As of Sep 30, 2016; defined as each share class of an exchange traded fund, as identified by a separate Bloomberg ticker. Only primary listings, and not cross-
listings, are counted; 2As of Jun 30, 2016, as reported on Sep 30, 2016 by eVestment, Morningstar and Bloomberg; 3As of Jun 30, 2016, as reported on Sep 30, 
2016 by eVestment, Morningstar and Bloomberg. 4By coverage and/or staff based on public information produced by Sustainalytics, EIRIS, Trucost, as of Aug 
2015; 5Based on P&I AUM data as of Dec 2014 and MSCI clients as of Jun 2015; 6Source: MSCI ESG Research as of Jun 2015 

For more than 40 years, MSCI has helped the world’s leading institutional investors 
build and manage better portfolios 

YEARS IN BUSINESS 40+ GLOBAL LOCATIONS 33 EMPLOYEES 2,600+ ACTIVE CLIENTS 7,500 

INDEXES ANALYTICS ESG RESEARCH REAL ESTATE 

850+ ETFs are based on MSCI 
indexes, more than any 
other index provider1 

Over USD 13 Trillion in assets 
are benchmarked to MSCI 
Indexes2  

94% of US pension fund 
assets invested in global 
equities are benchmarked to 
MSCI3 

180,000 Indexes calculated 
daily; 10,000 in real time 
 
 
 

“Best Sell-Side Market Risk” 
“Best Buy-Side Risk 
Management”  

MSCI Global Risk and 
Performance Engine runs up 
to 1 Trillion calcs/day 

Broad and Deep Asset 
Coverage: 17+ Million client 
positions, 2 Million time 
series, 52 Global FI Markets, 
1,300+ issuer curves  

 

World’s largest provider of 
Environmental, Social and 
Governance (ESG) data and 
research4 

47 of top 50 global asset 
managers5 900+ clients 
including  
125 asset owners  

220+  dedicated full time 
staff globally to ESG 
business, including 150+ ESG 
research analysts6 

 

Global leader in Real Estate  
performance analysis  
and risk services 

In over 30 markets 
worldwide 

Analysis tools that can be 
applied to all types of Real 
Estate 



MSCI REAL ESTATE – DIRECT & FUND LEVEL PROPERTY INDEXES 
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Also includes 
Cubisol 

Source: MSCI

18 NUMBER OF PORTFOLIOS 

SOUTH AFRICA

IPD Universe Benchmark - December 2017

1995 INDEX INCEPTION DATE

~ 67% COVERAGE

1 649 NUMBER OF ASSETS 

R 356 GROSS CAPITAL VALUE (bn)

59% Retail

23%   
Office

Industrial
9%

5% Other

June only contributors  

http://www.hyprop.co.za/index.asp
http://www.momentum.co.za/


MSCI GREEN INDEXES ACROSS THE WORLD 
METHODOLOGY 

GREEN PROPERTY INDEX 
FRANCE, CANADA, SOUTH AFRICA 
Measures the performance of directly-held investment 
properties (without leverage) that are green certified 

GREEN EQUITY INDEX 
MSCI Global Green Building Index 
Includes developed and emerging market large, mid and 
small cap companies that derive 50% or more of their 
revenues from products and services in Green Building. 



APPROACH  

IPD South Africa Annual Green Property Index 
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REAL ESTATE RETURNS & ECONOMIC GROWTH  
WHERE TO FROM HERE FOR FUNDAMENTAL PROPERTY RETURNS  
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Total Return Real GDP Growth

Nedbank  
Forecast 

DEMAND 
SHOCK 

SUPPLY 
OVERHANG 

GROWTH 

DEMAND 
SHOCK 

SUPPLY 
OVERHANG 

11.7 

Source: SARB, MSCI, Nedbank 

Total Return = Capital Value Growth + Income Return 



Basic Rent 

+ 
Total Variable Recoveries 
• Variable Electricity Recoveries  

• Variable Municipal Recoveries  

• Other Variable Recoveries 

Gross Rental 

+ 
Total Fixed Recoveries 
• Municipal Fixed Electricity 

Recoveries  

• Fixed Rates & Taxes Recoveries  

• Fixed Recoveries 

• Other Fixed Recoveries  

   

Total Income  
 

 

CONTEXT – GRANULAR APPROACH TO ACHIEVED NET INCOME 

Less: 
Total Operating Expenditure 

• Building Management Cost  
• Cleaning Expenditure  
• Security Costs  
• Garden Cost  
• R&M: Air Conditioning  
• R&M: Elevators and Escalators 
• R&M: Building Expenditure  
• Rates and Taxes  
• Other Municipal/Utility Charges  
• Electricity  
• Non - Capex TI Costs  
• Insurance 
• Managing Costs  
• Letting Fees and Commissions  
• Bad Debts Written off  
• Landlord Marketing Expense  
• Other Operating Expenses   

Net Income  



SAMPLE SIZE – SA GREEN INDEX 
PRIME & A-GRADE OFFICES; DEC-2017 
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SAMPLE SIZE – SA GREEN INDEX 
PRIME & A-GRADE OFFICES; DEC-2017 
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SAMPLE SIZE – SA GREEN INDEX 
PRIME & A-GRADE OFFICES; DEC-2017 
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Capital 

Value (Rm) 
Capital Value 
(% of total) 

Number of 
Properties 

Gross 
Lettable Area 

        

Green Star 
Certified 

20,481 37.7 85 911,274  

Non-Green 
Certified 

33,794 62.3 200 1,834,123 



FINDINGS 

IPD South Africa Annual Green Property Index 
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GREEN STAR OFFICES HIGHER RETURN IN 2017 
360BP OUTPERFORMANCE ON 2017 TOTAL RETURN  
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11.6 

8.0 

Green Star Certified: Prime & A-grade Offices Non-Green Certified: Prime & A-grade Offices

Total Return 
%; Standing Investments; 2017 



GREEN STAR OFFICES HIGHER RETURN IN 2017 
DRIVEN BY SUPERIOR CAPITAL GROWTH 
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HIGHER CAPITAL GROWTH FOR GREEN PROPERTY 
HIGHER CAPITAL GROWTH DESPITE HIGHER CAPEX 
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DRIVERS OF GREEN CAPITAL GROWTH 
VALUATION METRICS & PROPERTY FUNDAMENTALS 
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GREEN INCOME= HIGHER WEIGHT IN RECOVERIES  
LOWER % OF TOTAL INCOME FROM BASE RENTAL 

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0% 80.0%

Basic/Net Rental

Fixed Electricity Recoveries

Fixed Municipal Recoveries

Fixed Rates & Taxes Recoveries

Other Fixed Recoveries

Other Variable Recoveries

Variable Electricity Recoveries

Variable Municipal Recoveries

Income Categories as a % of Total Income 

Green Certified: Prime & Grade A Offices Non-Green Certified: Prime & Grade A Offices



GREEN LOWER ELECTRICITY, WATER, GARDENS 
OPS COST % OF TOTAL OPS COSTS – RELATIVE TO NON-GREEN 

-4.0% -2.0% 0.0%

Other Municipal/Utility Charges

Letting Fees and Commissions

Electricity

R&M: Building

R&M: Air Conditioning

Cleaning Costs

Bad Debts Written off

Garden Cost

Other Operating Expenses

Insurance

Green Offices lower on these 
categories 

0.0% 1.0% 2.0% 3.0%

Building
Management Cost

Security Costs

Rates and Taxes

Non - Capex TI Costs

Property
Management Fees

Green Offices higher on these 
categories 



GREEN STAR CERTIFIED OFFICES MORE EFFICIENT 
1% LESS ELECTRICITY & 24% LESS WATER THAN NONE-CERTIFIED 
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INVESTOR PERSPECTIVE 
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Increasing Focus on Portfolio Risk & ESG Factors 



2018 – ESG TRENDS TO WATCH 
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CONCLUSION 

IPD South Africa Annual Green Property Index 
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CONCLUSIONS 

• Green certified prime & A-grade offices produced a total return of 11.6% in 2017 
– 360bps higher than non-certified P & A-offices 

• Capital Growth drove outperformance (3.3% vs. -0.8%) 

• Green offices had a higher capital growth despite higher capex 

• Green office capital growth driven by superior valuation metrics & property 
fundamentals 
• Lower discount rate 
• Lower cap rate 
• higher net income/sqm 
• higher net income growth 
• lower vacancy rate 
 

• Green certified prime & A-grade offices reported a 1% lower electricity usage per 
occupied square meter & a 24% lower water usage per occupied square meter. 
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ABOUT MSCI 
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For more than 40 years, MSCI’s research-based indexes and analytics have 
helped the world’s leading investors build and manage better portfolios.  
Clients rely on our offerings for deeper insights into the drivers of 
performance and risk in their portfolios, broad asset class coverage and 
innovative research.  

Our line of products and services includes indexes, analytical models, data, 
real estate benchmarks and ESG research.   

MSCI serves 99 of the top 100 largest money managers, according to the 
most recent P&I ranking.  

For more information, visit us at www.msci.com. 

http://www.msci.com/


NOTICE AND DISCLAIMER 
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This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the “Information”) is the property of MSCI Inc. or its subsidiaries (collectively, “MSCI”), or MSCI’s licensors, direct or indirect suppliers 
or any third party involved in making or compiling any Information (collectively, with MSCI, the “Information Providers”) and is provided for informational purposes only.  The Information may not be modified, reverse-engineered, reproduced or redisseminated in 
whole or in part without prior written permission from MSCI.  

The Information may not be used to create derivative works or to verify or correct other data or information.   For example (but without limitation), the Information may not be used to create indexes, databases, risk models, analytics, software, or in connection 
with the issuing, offering, sponsoring, managing or marketing of any securities, portfolios, financial products or other investment vehicles utilizing or based on, linked to, tracking or otherwise derived from the Information or any other MSCI data, information, 
products or services.   

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information.  NONE OF THE INFORMATION PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE 
INFORMATION (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, 
ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION. 

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability regarding any of the Information for any direct, indirect, special, punitive, consequential (including lost 
profits) or any other damages even if notified of the possibility of such damages. The foregoing shall not exclude or limit any liability that may not by applicable law be excluded or limited, including without limitation (as applicable), any liability for death or 
personal injury to the extent that such injury results from the negligence or willful default of itself, its servants, agents or sub-contractors.   

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction.  Past performance does not guarantee future results.   

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions.  All Information is impersonal and not 
tailored to the needs of any person, entity or group of persons. 

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any trading strategy.  

It is not possible to invest directly in an index.  Exposure to an asset class or trading strategy or other category represented by an index is only available through third party investable instruments (if any) based on that index.   MSCI does not issue, sponsor, 
endorse, market, offer, review or otherwise express any opinion regarding any fund, ETF, derivative or other security, investment, financial product or trading strategy that is based on, linked to or seeks to provide an investment return related to the performance 
of any MSCI index (collectively, “Index Linked Investments”). MSCI makes no assurance that any Index Linked Investments will accurately track index performance or provide positive investment returns.  MSCI Inc. is not an investment adviser or fiduciary and 
MSCI makes no representation regarding the advisability of investing in any Index Linked Investments. 

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but does not manage actual assets. Index returns do not reflect payment of any sales charges or fees an investor may pay to 
purchase the securities underlying the index or Index Linked Investments. The imposition of these fees and charges would cause the performance of an Index Linked Investment to be different than the MSCI index performance. 

The Information may contain back tested data.  Back-tested performance is not actual performance, but is hypothetical.  There are frequently material differences between back tested performance results and actual results subsequently achieved by any 
investment strategy.   

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of the relevant index methodologies. Accordingly, constituents in MSCI equity indexes may include MSCI Inc., clients of 
MSCI or suppliers to MSCI.  Inclusion of a security within an MSCI index is not a recommendation by MSCI to buy, sell, or hold such security, nor is it considered to be investment advice. 

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in calculating certain MSCI indexes.  More information can be found in the relevant index methodologies on www.msci.com.  

MSCI receives compensation in connection with licensing its indexes to third parties.  MSCI Inc.’s revenue includes fees based on assets in Index Linked Investments. Information can be found in MSCI Inc.’s company filings on the Investor Relations section of 
www.msci.com. 

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc.  Except with respect to any applicable products or services from MSCI ESG Research, neither MSCI nor any of its products or 
services recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial products or instruments or trading strategies and MSCI’s products or services are not intended to constitute investment advice or a 
recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. Issuers mentioned or included in any MSCI ESG Research materials may include MSCI Inc., clients of MSCI or suppliers to MSCI, and may also 
purchase research or other products or services from MSCI ESG Research.  MSCI ESG Research materials, including materials utilized in any MSCI ESG Indexes or other products, have not been submitted to, nor received approval from, the United States Securities 
and Exchange Commission or any other regulatory body. 

Any use of or access to products, services or information of MSCI requires a license from MSCI.  MSCI, Barra, RiskMetrics, IPD, InvestorForce, and other MSCI brands and product names are the trademarks, service marks, or registered trademarks of MSCI or its 
subsidiaries in the United States and other jurisdictions.  The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and Standard & Poor’s.  “Global Industry Classification Standard (GICS)” is a service mark of MSCI 
and Standard & Poor’s. 


