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Property Funds

DCF 1 — How Does The Property Fund
Management Industry

Do Discounted Cash Flow?

Abstract

In the following article, Dr Parker presents the -

first of a series of short, inter-related papers on
current professional practice issues concerning
discounted cash flow (DCF) based on the find-
ings of a survey of property fund managers.

With this paper considering the survey find-
ings concerning the inter-relationship between
property fund manager decision making pro-
cesses and valuation practice, Dr Parker poses
questions for discussion by the valuation pro-
fession concerning the extent to which
approaches to valuation methodology should
be profession lead or client driven.

Subsequent papers will consider the survey
findings concerning the impacts on valuers
of trends in property fund management and
the then prevailing regulatory environment
for DCF.

Introduction

The new millennium masters of property fund
management are relatively few, comparatively
large and have a global presence.

PIR 2003c estimate that the Australian prop-
erty fund management industry controls gross
assets in Australia and overseas of AU$163
billion in 694 funds managed by 194 property
fund managers on behalf of over one million
investors, The ten largest direct property fund

' managers control 70% of such funds, with the

next ten largest accounting for a further 18%.
Accordingly, gross assets of around AU$145
billion are managed by only twenty property
fund managers with nine of the top ten being
global businesses.

This is clearly evident with previously locally
owned property fund managers such as
National Mutual and both Mercantile Mutual
and ANZ Funds Management now effectively
controlled by AXA and ING who are large,
global property fund managers headquar-
tered in France and Holland, respectively.

The decision-making processes of property
fund managers are inextricably linked to the
property valuation process (Parker 2001). As a
sizeable component of the client base for the
valuation profession in Australia, the require-
ments of and approaches to valuation metho-
dology by property fund managers are signifi-
cant influences on professional practice for
Australian valuers.

The following paper seeks to consider the inter-
relationship between property fund manager
decision making processes and valuation
practicgthrough:

®  a review of relevant research into Aust-
ralian property fund manager's require-
ments of and approaches to valuation
methodology; and

N determining priorities, inputs and out-
puts through a survey of major Australian
property fund managers.

B3 W As General Manager of the Australian Valuation
Office, Dr Parker is the leader of the country's
largest valuation practice, being a self-funding
government business operation with some
130 staff in 11 offices in all States and Territories

and handling over 50,000 valuations each year.

A former Divisional Counciltor in New South
Wales, Victoria and Queensland and member of
the National Education Committee, Dr Parker is a
past winner of the Institute's Ronald Collier, Peter

Barrington, lan Melville and Harry Thomas Awards.

Having contributed over 25 papers to property
journals, Dr Parker is a regular conference speaker
both in Australia and overseas, an Adjunct Professor
at the University of Queensland and the Universit\'/
of Western Sydney and a Visiting Feliow at the

University of Ulster in Northern lreland.

For further information, contact Dr David Parker,

General Manager, Australian Valuation Office.

Email: parkerdsev@bigpond.com
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