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Fact sheet 
 

DTZ Fair Value Index
TM

 methodology 
  

DTZ Fair Value Index TM launched to measure investor opportunity 
in world’s commercial property markets 

 

 First ever forward-looking commercial property value index 

 Results based on the aggregation of detailed Fair Value assessments of 180 

global markets, as Index measures attractiveness of market opportunities 

 Fair Value assessments consider expected return as well as required return 

for each market  

 17 quarterly indices offer broad global coverage by region and sector 

 Index results to be distributed by premier financial data providers, such as 

Bloomberg LP and Thomson Reuters 

 

DTZ Research has launched the first ever forward-looking commercial property value index. 

The Fair Value Index offers investors insight into the relative attractiveness of current pricing 

in prime office, retail and industrial property markets across Europe, Asia Pacific and the US, 

based on DTZ Research’s extensive market forecast coverage. The Index is supported by a 

rigorous and robust methodology, which has been developed over the last two years. 

 

The index offering consists of a suite of 17 different Fair Value Indices that will provide 

investors with a comprehensive assessment of relative value across the world’s commercial 

property markets by region and property type. Each index will be updated quarterly on the 

back of DTZ Research’s property market forecasts. The indices are based on a quantified 

assessment of whether pricing in 180 individual markets (defined by city and sector – for 
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example: London City offices) is attractive to investors, and signal to investors which regions 

and sectors offer the best value.i 

 

The quarterly index updates, together with the relevant press releases, will be publicly 

distributed via a number of premier financial data providers, such as Bloomberg LP and 

Thomson Reuters (ReutersRealEstate.com). The indices are publicly available and DTZ 

Research welcomes other media partners to participate in this exciting opportunity. 

 

Extensive market coverage 

DTZ Research produces 17 Fair Value Indices covering a broad range of regions and 

sectors, and global indices to aggregate the regional findings. Table 1 presents the index 

coverage and the number of individual markets included in each. 

 

Table 1: Breakdown of Fair Value Indices – number of markets covered 

Region Office Retail Industrial All-property 

Europe1 42 26 27 95 

Asia Pacific 23 18 9 50 

US 19 16 --- 35 

UK 12 --- --- 202 

Global 84 60 36 180 
1. The UK is included in the European index. 
2. Four UK retail markets and four UK industrial markets are included in the global coverage, but this is 

regarded as insufficient to form an index.  

 

Fair Value Index scores are based on the proportion of commercial property markets within 

the index coverage that offer investors expected returns above or below their estimated 

risk-adjusted required return. The Index scores range from 0 to 100: with readings close to 

100 indicating that most of the markets covered by the Index offer attractive returns; and, 

readings close to zero indicating that the markets covered generally offer inadequate returns. 

 

 

 

                                                           
i Appendix 1 provides a full list of the markets covered in each region. 
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Identifying opportunities to invest in global markets   

 

DTZ Research assesses Fair Value in property markets by comparing the annualised returns 

a property investor could expect over a five-year time horizon in their chosen market with the 

estimated risk-adjusted required return for that market. This is defined as the return available 

from a government bond of the same duration, allowing for the additional cost and risk 

associated with property investment.  

 

The expected return from property investment is determined by the market yield and forecast 

future capital growth, driven by a combination of rental growth and changes in yield.  

 

For instance, the results for Q2 2010 compare the returns an investor could expect from 

property investment over the five-year period term from end Q2 2010 to end Q2 2015, with 

the required return based on the end Q2 five-year government bond yield. 

 

Having made this comparison, we can then assess whether the market is over or under-

valued. Table 2 provides some examples of our current findings (for more detail on our 

methodology see the DTZ Research Fair Value Methodology report at www.DTZ.com). 

 
We classify markets into three categories:  
 

 HOT: expected returns exceed required returns. Property is under-priced and these 

markets offer attractive buying opportunities to investors  

 WARM: expected returns are approximately equal to required returns. Property is 

appropriately priced and investors can earn adequate returns in these markets. 

 COLD: expected returns are below required returns. Property is over-priced and 

investors should avoid these markets 

Markets estimated to be more than five per cent under-valued are classified as HOT. If a 

market is estimated to be more than five per cent over-valued it is classified as COLD. 
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Markets trading in between this range at close to Fair Value are classified as WARM. Table 2 

illustrates the way in which we apply these classifications.  

 

Table 2: Selected Fair Value classifications for Q2 2010 

Market Estimated 
required 
return 

Expected 
return 

Property 
over or 
under-
priced 

Degree of over-
pricing (negative 
indicates under-

pricing) 

Classification 

London City 
offices 

7.6% 10.9% Under -11.6% HOT 

New York 
offices 

9.0% 10.4% Under -5.1% HOT 

Paris CBD 
offices 

7.6% 8.2% Under -2.6% WARM 

Sydney retail 10.1% 9.8% Over 1.3% WARM 

Barcelona 
offices 

9.9% 7.9% Over 7.9% COLD 

Shanghai 
retail 

8.8% 4.8% Over 17.2% COLD 

 
 

It is important to note that these classifications reflect our view on the market performance on 

average. Stock selection remains critical to investment performance: HOT deals can be done 

in COLD markets and vice versa.  

  

Aggregated sector and regional indices 

 

Based on the number of markets rated as HOT, WARM or COLD, DTZ Research has 

constructed Fair Value Indices to provide an overview of the state of investment markets in 

different sectors and regions. 

 

Scores above 50 indicate that more markets in a particular sector or region are rated HOT 

rather than COLD, and vice versa. Likewise, the higher the score, the greater the number of 

HOT relative to COLD markets. 
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The index calculations are based on the following formula: 

(H – C)/(T)*50+50 

Where: 

H = Number of HOT markets in the sector or region 

C = Number of COLD markets 

T = Total number of markets covered  

The highest index score attainable is 100 (achieved if every market is rated as HOT) and the 

lowest is 0 (achieved if every market included is rated as COLD). The mid-point is 50, and 

this score is achieved if there are an equal number of HOT and COLD markets. Some 

examples of the composition of the index are provided in Table 3. 

 

Table 3: Example index results for Q2 2010 

Fair Value 
index 

Markets 
covered 

HOT WARM COLD Index value 
Q2 2010 

Global all-
property 

180 76 71 33 62 

Europe offices 42 3 23 16 35 

Asia Pacific 
retail 

18 8 8 2 67 

 

-ends- 

 

For further information contact: 
 
Hans Vrensen  
Global Head of Research  
Email: Hans.Vrensen@dtz.com 
Tel: +44 (0)20 3296 2159 
 

 Tony McGough  
Global Head of Forecasting & Strategy Research 
Email: Tony.McGough@dtz.com 
Tel: +44 (0)20 3296 2314 
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Table 2 

Asia Pacific market coverage 

Office Retail Industrial 

Auckland Auckland Auckland 

Bengaluru Bengaluru Brisbane 

Bangkok Bangkok Gold Coast 

Beijing Beijing Hong Kong 

Brisbane Brisbane Melbourne 

Chengdu Chengdu Perth 

Chennai Chennai Singapore 

Delhi Delhi Sydney 

Gold Coast Gold Coast Taipei 

Guangzhou Guangzhou  

Hong Kong Hong Kong  

Jakarta Kuala Lumpur  

Kuala Lumpur Melbourne  

Melbourne Mumbai  

Mumbai Perth  

Perth Shanghai  

Shanghai Singapore  

Shenzhen Sydney  

Singapore   

Sydney   

Taipei   

Tianjin   

Tokyo   

   
Source: DTZ Research 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 1 

European market coverage 

Office Retail Industrial 

London City London West End London Heathrow 

London West End Birmingham Birmingham 

London Midtown Manchester Manchester 

Manchester Glasgow Glasgow 

Birmingham Paris CBD Paris (IDF) 

Edinburgh Lyon Lyon 

Glasgow Berlin Marseille 

Bristol Frankfurt Berlin 

Cardiff Munich Frankfurt 

Leeds Barcelona Hamburg 

Newcastle Madrid Barcelona 

Nottingham Brussels Madrid 

Paris CBD Milan Antwerp 

Paris La Défense Rome Brussels 

Lyon Copenhagen Milan 

Marseille Helsinki Rome 

Berlin Oslo Copenhagen 

Dusseldorf Stockholm Helsinki 

Frankfurt Amsterdam Oslo 

Hamburg Dublin Gothenburg 

Munich Prague Amsterdam 

Barcelona Warsaw Rotterdam 

Madrid Budapest Dublin 

Antwerp Moscow Prague 

Brussels Istanbul Warsaw 

Milan Bucharest Budapest 

Rome  Bucharest 

Copenhagen   

Helsinki   

Oslo   

Malmo   

Stockholm   

Amsterdam   

Luxembourg   

The Hague   

Dublin   

Prague   

Warsaw   

Budapest   

Moscow   

Istanbul   

Bucharest   
   

Source: DTZ Research 

Appendix 1: Markets covered by the DTZ Fair Value Index™ 
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Appendix 1: Markets covered by the DTZ Fair Value Index™ 

 

Table 4 

UK market coverage 

Office Retail Industrial 

London City London West End London Heathrow 

London West End Birmingham Birmingham 

London Midtown Manchester Manchester 

Manchester Glasgow Glasgow 

Birmingham   

Edinburgh   

Glasgow   

Bristol   

Cardiff   

Leeds   

Newcastle   

Nottingham   

   
Source: DTZ Research 

 

 

 

 

 

 

 

 

 

 

 

 

 

Notes to editors 

 

DTZ is a leading global real estate adviser with a team of over 10,000 people operating under the DTZ 

brand across 148 cities in 43 countries providing solutions for clients around the world. Its client-

focused activities range from high quality capital market solutions, to cutting-edge occupier-led 

property services and advice. The comprehensive service offering across Europe, Middle East & 

Africa (EMEA), Asia Pacific and The Americas is based upon detailed local knowledge backed by first-

class research. With its full-service expertise spanning all real estate sectors, DTZ offers a global 

solution to meet each client’s particular property-related investment and business needs. The parent 

company, DTZ Holdings plc, has been quoted on the London Stock Exchange since 1987. 

www.dtz.com 

Table 3 

US market coverage 

Office Retail 

Atlanta Atlanta 

Baltimore Baltimore 

Boston Boston 

Chicago Chicago 

Dallas Dallas 

Washington DC Denver 

Denver Houston 

Houston Los Angeles 

Los Angeles Miami 

Miami Minneapolis 

Minneapolis Philadelphia 

New York Phoenix 

Philadelphia San Diego 

Phoenix San Francisco 

San Diego Seattle 

San Francisco Tampa 

Seattle  

St Louis  

Tampa  

  
Source: DTZ Research 

                       Appendix 1: Markets covered by the DTZ Fair Value Index™ 


