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Introduction

Since 2015, and the announcement of a possible EU referendum, there has been much
speculation about the number of jobs London could lose to Paris and other European
capitals (Brexodus). Defacto, the company that manages La Défense, was quick to
recognise the potential of London-to-Paris relocations with its 2016 marketing
campaign ‘Tired of the fog? Try the frogs!; while the President of the Regional Council of
fle-de-France - Valérie Pécresse - stated her aim to bring 10,000 jobs from London to
the region by 2019. In the context of a global real estate market, there was speculation
that the loss of jobs by London to Paris could go beyond direct transfers to include
those of non-European firms considering locating in Europe and which may no longer
view London as the ‘obvious choice’. Less commented upon was the interconnected
nature of property finance and development in global cities, such that job transfers by
office occupiers in London’s banking sector would in time impact on employment in
development finance and investment, construction and a wide range of supporting
services. It is not therefore surprising that campaigns to attract jobs to Paris were met
by a response from London, with Mayor Sadiq Khan launching #LondonlIsOpen in
January 2017. But what really is at stake here? Is it a case of Paris versus London as
world financial centres, or are both cities part of a wider office market for which Brexit
is but one more variable to be factored into the calculation of risk over the short- and
long-term? Following speculation about losses and gains, the prognosis seems to have
settled on the relocation from London of some departments rather than whole
headquarters. If job postings for employment in banking are a reliable forward-looking
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indicator, then “it really isn’t a tsunami of hires”, with banks in London making only
“modest tweaks” in a climate of uncertainty.

Brexodus or not, the UK’s withdrawal from the EU involves the negotiation of
boundaries for the circulation of people, goods and capital as part of ongoing processes
of bordering?. At a time when global networks transcending the borders of state
territories are transforming the spatial organisation of social relations and
transactions,’® these processes will have implications for flows of capital within and
beyond Europe. Arguably, this reorganisation is bringing regions and cities into
prominence as competing legal spaces for the circulation of capital.* London and Paris
have been two outstanding winners in this race towards global-local
interconnectedness. One reason for this is the role these cities’ real estate investment
markets have played in offering a spatial fix to crises of over accumulation.’ The
uneven map of global property investment is one illustration of the working out of
processes of valuation and the normative power of property investors. A key factor in
assuring the success of competing real estate markets is their ability to place-make®
through the use of diverse forms of contemporary border hardening. The discourse of
international firms of property consultants is one means by which these processes of
valuation and the borders through which they are filtered are presented as inevitable.

This paper does not attempt to conduct detailed analysis of the commercial real estate
markets of Paris and London as part of the global network of property finance. Rather
it seeks to set out a framework for understanding the role played by firms of real estate
consultants in allowing capital to circulate between the legal spaces of the property
investment markets. This framework is based both on the development of an island
economy of global financial centres, of which London and Paris are a part, and on
research into the discourse of international glocal property consultants in the ongoing
process of re-bordering and filtering of flows of finance that reflect the normative
power of international real estate investors. It starts with a discussion of the evolution
of cross-border consultancy relations since Big Bang in 1986 and in the context of the
financialisation of real estate. The paper then goes on to examine research reports and
commentaries published since the 2016 United Kingdom European Union membership
referendum by the three leading firms of property consultants covering the London
and Paris office markets. It provides evidence of the role played by consultants in
providing a market of secure investments and in reinforcing the borders of the island
economy. Finally it points to some areas for future research on the social practices
underpinning the bordering of the island economy of real estate investment.

The internationalisation of real estate and property
consultancy: the creation of an island economy

Prior to the Second World War most commercial and industrial property was not
considered as a significant part of the investment market. The financialisation of real
estate’ in the UK was first noted by radical publications that drew attention to the
growing involvement of life assurance companies and pension funds in property
investment in the late 1960s.® Spurred on by the rapid growth of flows of funds into
institutions, and the latters’ growing appreciation of property as an investment vehicle
in a climate of rapidly rising inflation and relative economic decline, direct
institutional property investment increased rapidly. In part because offices in central
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London had been the main focus of the initial post-war boom in property (1954-64),
they came to be the subject of institutional investment in real estate in the late 1960s
and have since continued to occupy a dominant position. Over the same period, the
interdependence between finance capital and property development deepened, leading
Ambrose and Colenutt to comment in 1975 that: “it is almost impossible to draw the line
between property companies, construction companies, banks, insurance companies and
investment trusts,” which comprised a growing and complex network of actors:
“construction firms, land owners and financial institutions trading in stocks and shares,
government bonds, and currencies, and ... providing services such as insurance, pensions, hire
purchase and mortgages”."° As finance and real estate became more closely intertwined,
the power of the finance sector increased; as Ambrose and Colenutt argued: “any move
which threatens (the financial institutions’) interests is quickly and vigorously blocked.”** Since
1975 this sector’s interests have extended beyond the central London commercial
property market to the commercial property markets of large business cities abroad.

The main problem facing UK financial institutions in their drive to increase their
property portfolios from the late 1960s was the lack of supply of real estate of
investment quality (prime property). The removal of exchange controls in 1979, which
had as its logical conclusion the 1986 Big Bang,'? opened up an almost unlimited stock
of prime property overseas to UK investors, while also granting access to overseas
investors to prime property in the UK. Real estate in the City of London (the financial
district) was almost wholly domestically owned until the mid-1980s, after which cross-
border capital flows of investment took levels of overseas ownership from under 10 per
cent to over 50 per cent by 2011."* Zhu and Lizieri’s analysis of investments in offices
between 2007 and 2016 in cities classified as ‘international financial centres’ found that
66% and 42% of total investments by value in London and Paris respectively were made
by foreign (as opposed to domestic) investors'.

Cross-border flows of capital into commercial property have been widely commented
on, finding one popular illustration in the Financial Times’ choice of a global cityscape —
comprised of landmark office developments (and foregrounding the Grande Arche of La
Défense and the Gherkin in the City of London) — with which to launch its 2007
advertising campaign.’”” While a considerable amount of research attention has been
devoted to the flows of finance in the globalisation of real estate, far less attention has
been given to the ways in which local property markets - such as those of London and
Paris - are integrated into these international cross-border structures. A major concept
in understanding how the internationalisation of real estate works is ‘property market
maturity’, which forms part of the service provided by firms of property advisors.

Since 1986 a global service of property consultancy firms has grown out of partnerships
of chartered surveyors based in London. The deregulation of financial markets led
these partnerships, often referred to as the coffee houses of the West End,' to apply a
system of measures which would permit their performance as property fund managers
to be assessed alongside the performance of investments in other asset classes. In
addition, with the arrival of more indirect forms of investment in property, real estate
investment became subject to much closer forms of scrutiny. By the 1990s these twin
pressures - coupled with US firms’ ambitions to expand into Europe — played a role in
the takeover of many of the most prominent West End partnerships. In 1990 Cushman
& Wakefield acquired Healey & Baker, thereby establishing the US firm’s presence in
Europe. In 1998 Coldwell & Banker acquired Hillier, Parker, May & Rowden and Richard
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Ellis to become CB Richard Ellis (CBRE). The following year Jones Lang Wootton merged
with the Chicago-based LaSalle Partners Incorporated to form Jones Lang LaSalle
Incorporated (JLL). The subsequent 2015 merger of Cushman & Wakefield and DTZ"
places Cushman &Wakefield alongside CBRE (which acquired the Insignia Financial
Group in 2003) and JLL as the worlds’ largest property consultancy businesses. These
firms have each developed a global network, comprising a workforce of 229,000
employees (JLL 88,000,'® CBRE over 90,000, and Cushman & Wakefield 51,000).% This
network includes offices in both London and Paris, from where reports - attesting to
the transparency and market maturity of each of the cities - are produced by teams of
professional researchers.? Before going to examine these reports, it is first necessary to
outline these firms’ role in the provision of property markets which actors consider to
be (relatively) mature, transparent and secure in a global investment market.

In order for a property market — such as the office market in central London or at La
Défense - to be open to international investors it has to be mature. Keogh and D’Arcy
argue that although the concept of maturity is complex and subjectively determined,
actors use a limited range of market qualities in their value judgements on maturity.?
If these qualities are present then the actors can determine the attractiveness of
property — in, for example, London or Paris — relative to other asset or real estate
markets. In the context of fluctuating markets, and particularly since the 2008 financial
crisis, investors attach particular importance to two market qualities in their
assessment of risk: the provision of research activities and market information, and the
existence of a sophisticated profession with its associated institutions and networks. It
is firms of international property consultants like JLL, CBRE and Cushman & Wakefield
that set out to provide transparency and the comparability of the competing centres of
a global real estate market. Drawing on professional advice backed by research, actors
make investments in property that are considered to be secure.

The importance of research to investment decisions in property pre-dates the 2008
financial crisis. Property booms and subsequent collapses in the early 1970s and the
beginning of the 1990s had already made the financial institutions and their advisors
aware of the need for market information. In the early 1970s Hillier Parker (now CBRE)
appointed Russell Schiller, arguably the inventor of property research in the
commercial sector. In the decade to follow Richard Ellis (now also part of CBRE)
appointed Gerald Brown,?* Debenham Tewson & Chinnocks (now Cushman & Wakefield)
appointed Peter Evans and Jones Lang Wootton (now JLL) appointed Honor Chapman.
All of these research posts were created as a means by which firms of chartered
surveyors would face increased competition from management consultants and
investment banks in the provision of property advice.? Property research has since
developed into a profession with its own journals,? conferences,? chairs and
professorships,?® and society (in 2019 the membership of the Society of Property
Researchers totalled just over 500).2 Although this development has been centred on
the UK, the data that is collected and the analysis that is undertaken rely on local
market knowledge or glocal knowledge,* combining global and local knowledge. The
importance of this to property investment has been part of the steep learning curve of
property research, both within commercial firms and in research conducted in
universities and research centres.

The globalisation of property investment involves investors balancing risk in order to
construct property portfolios that are considered to be secure. Prior to the removal of
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exchange controls, investors’ options were limited to domestic property. The removal
of exchange controls simultaneously opened up the opportunity to access investments
in mature and transparent property markets abroad, and to add locational diversity as
what was at first perceived to be an additional element of security. This was an
attractive option not only for investors but also for their professional advisors, who
could sell their glocal knowledge when advising on investments in international
financial markets at home and abroad. One means of developing glocal networks in the
1990s was for London-based firms to enter into partnerships with property advisors
elsewhere in Europe. In 1993 Debenham Tewson & Chinnocks (now Cushman &
Wakefield) entered into an agreement with Jean Thouard in France and the Zadelhoff
Group in Germany and the Netherlands to create the European joint venture DTZ. Other
firms had longer-standing relations, such as Richard Ellis (now CBRE), which was first
established in France in 1969. London-based firms have also developed glocal networks
by means of forming alliances with independent real estate advisors, such as Gerald
Eve’s work with the Paris-based Estate Consultant.

Research by Lizieri,*! and Lizieri and Pain® highlights what turned out to be investors’
failed attempts to diversify their property portfolios by investing in international
financial centres. By virtue of the financialisation of property - wherein “the distinction
between the funding of real estate development, ownership of real estate as an investment and
occupation of property have become blurred”* - property investment is subject to systemic
risk “as shocks in one area of the property market are transmitted throughout the system.”*
This is particularly severe in the case of world financial centres, where a lockstep
process simultaneously involving financial firms as occupiers, investors and source of
development finance reinforces positive and negative shocks, such that “the amplitude
of cyclical fluctuations in IFCs [international financial centres] will be higher and peaks and
troughs will be coincident.”* Between 2007 and 2011 over 40% of office investment
transactions by volume took place in just ten cities (including London and Paris), each
of which is classified as a global financial centre.* Far from diversifying their property
portfolios, following the global world financial crisis investors continued to focus on a
limited number of what - on the basis of these markets’ maturity and transparency -
they perceived to be safe havens. Unwittingly perhaps, the Financial Times had already
pointed to this in 2007 with its image of recognisable buildings from global financial
centres concentrated on one island.

An appreciation of how the financialisation of property has created systemic risk, and
its more severe impact on world financial centres, has led property researchers to
monitor an increasing number of variables determining risk and performance across an
increasing number of global financial cities. In its 2019 report JLL and the Business of
Cities, members of the company’s Global Research Programme and its Business of Cities
division assessed 88 global cities across 500 variables, resulting in a six-fold typology:
established world cities (comprising the big seven - including London and Paris - and
the contenders) new world cities, emerging world cities, hybrids, and national growth
centres.” Cushman & Wakefield’s report of the same year, monitored 50 ‘growth cities’
in terms of investment activity and predictions for 2020,% while CBRE Research
reported on over 200 global cities by way of its global application ERIX.* Although the
number of global cities monitored has increased, much like the idea behind the image
used by the Financial Times, these reports and applications construct a representation of
‘world business in one place’ or - more correctly - a type of world of business in one
type of place. At the same time as international firms of property consultants present a
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globalised world of property investment they also cut this world up into countries,
cities and property sectors, each of which are either included or excluded. Their
research reports, by creating meaning, have performative effects on their audience. By
portraying offices in global cities as a source of security - bordered-off together on
their island economy - these reports shape the way in which investors (and we their
clients) think about the work that property does. Nedelsky points to the way in which
this type of representation can be a problem: “Our focus on boundary turns our attention
away from relationships and thus away from the true sources and consequences of the patterns
of power that property constitutes.”* In the following section attention will be turned to
the reports addressing the opportunities for investment in offices in Paris and London
in the context of Brexit as published by the three leading firms of property consultants.

Property consultants’ selling of two cities

The following analysis is based on reports and press articles archived by CBRE, JLL and
Cushman & Wakefield, and available online from the companies’ websites.* Since the
result of the referendum in 2016 each of the companies has published a small number
of reports specifically dealing with Brexit or closely related events in UK politics, such
as the snap 2017 general election, (CBRE 4, JLL 1 and Cushman & Wakefield 8). Brexit
featured in a far higher number of reports which were not specifically focussed on the
matter (CBRE 26, JLL 16, Cushman & Wakefield 21), including reports on offices (CBRE
10, JLL 9, Cushman & Wakefield 1). Brexit was the main topic of a number of press
articles or press releases (JLL 8, Cushman & Wakefield 11, most CBRE reports are
accompanied by a press release), and blog posts (CBRE 7; JLL including its UK, French
and CEO’s blog 17; and Cushman & Wakefield 5 posts on its Europe Middle East Africa
blog). London and Paris were the main subjects of 12 reports published since the
referendum, only one of which focussed specifically on Paris. Out of the total of 112
reports, press releases and blog posts which made reference to Brexit, almost half (48)
took the form of regular scheduled reports. The timing of the other 64 publications -
with the exception of five commentaries around the time of the referendum - did not
have a close correspondence with key events in the unfolding of the Brexit story. The
vote in favour of leaving the EU was not anticipated by the leaders of the property
industry.? In the aftermath of the referendum, the firms of consultants were able to
draw on the climate of uncertainty and its muted impact on property market
fundamentals in order to steer them through the unchartered waters of the political
events of the withdrawal process. In order to do this, they positioned their glocal
knowledge alongside that of economic advisors and other property market analysts in
their reports and commentaries.

In a blog post, the title of which translates as ‘The Quarter of La Défense: new towers to
welcome the Brexit impatriates’,** JLL France drew on an article published in the
Financial Times* of the same year in order to present Paris as an office location for firms
leaving London consequent on Brexit. Using the Financial Times as its source, as opposed
to the French sources on which the FT article was based, it was stated that seven office
blocks totalling 375,000 square meters would be built at La Défense by 2021. In its
choice of source JLL France avoided reference to campaigns aimed at promoting Paris
as an alternative location; while grounds for criticism that it was jumping on the
Brexodus bandwagon in order to promote Paris were further weakened by the short
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blog post twice mentioning that Paris would be in competition with other office centres
such as Dublin, Frankfurt and Luxemburg.

The firms of consultants could not ignore any possible threat Brexit posed to London’s
position in the top tier of world financial centres. However, the uncertainty
surrounding important issues such as the possible loss of passporting rights* opened
the way to scenario-building “in a world of certain uncertainties”.** The immediate
response to the unanticipated outcome of the referendum was one of wait-and-see, or
at least one of wait while the firms of consultants assessed market sentiment. The
report published by Cushman & Wakefield soon after the result of the referendum and
with reference to Brexit’s impact in Europe, the Middle East and Africa (EMEA), focuses
primarily on London. The photographic illustrations were mainly of iconic historic
buildings in London (Tower Bridge, Westminster Palace and Regent Street), complete
with signature red double decker buses. Although Paris is mentioned as one among a
number of “potential winners” in Europe, this would be in the context of a possible
“contagion effect” of Brexit, with the report arguing that: “The referendum result clearly
brings a significant downside risk not just for the UK but also for the rest of Europe and beyond”.
47 A discourse of world financial centres was used in order to point to a bright future for
London: “London could still be a winner overall, able to stand alone as an independent financial
megacity: Singapore of the north perhaps, continuing to rival New York as the foremost global
hub market”® In order to back this argument the report draws on the idea of “the
fundamentals of location and what makes it work for business”.* This is a refinement of the
discourse of world financial centres, in which attention is steered away from the flows
of investment that link these cities in order to address what happens in individual
locations. Part of the history of all three firms of consultants includes their forbearers
having lobbied for London as a world financial centre on the grounds of its unique
package of locational advantages.* These advantages have traditionally included such
things as its: relative size and ease of doing business, role as a centre for venture
capital, infrastructure, strategic lead and concentration of global talent, particularly in
financial services. More recently, and not least given that London’s concentration of
financial services made it particularly vulnerable during the 2008 financial crisis, firms
of consultants have added other factors - including culture, innovation and governance
- to London’s locational attributes (see below). In a backlash to speculation about
Brexodus, CBRE highlighted locational fundamentals in arguing a case for London’s
future: “A lot of column inches are wasted speculating on possible relocations away from
London, but much less on what new types of... business might fill the gap”.>* London as a
future hub for financial service firms in insurance and fintech, technology firms and
life science firms is for CBRE a key structural influence distinguishing London from its
competition.

In a research commentary entitled Brex and the City, CBRE takes its reasoning on
structural factors further into the future by means of comparing the long-run
economic forecasts for the UK economy of thirteen of the leading authorities. It finds
that in the likelihood that the UK experiences a significant economic downturn in the
next 20 years (the last two downturns having occurred at 18-year intervals): “in 20 years
(2040) it seems quite likely that Brexit will be only one of a number of factors affecting the
fortunes of British cities - and their real estate”.5? This reasoning affords CBRE the space to
develop its argument that over the long term culture, innovation and governance will
be the key location variables.>
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Eighteen months on from the referendum, market sentiment found expression in
‘London (taking) New York’s crown as the leading city for global real estate investment
in 2017, as the city experienced a Brexit bounce.** Over the short-term the impact of
Brexit on London had been unexpectedly positive, while the impact on Paris received
little attention beyond reports of generally small-scale relocations from London to
Paris. The volatility of the market, however, soon found expression in a report on
CBRE’s third quarter 2019 investment survey: ‘la capitale frangaise a détroné la
britannique’.’> In the face of uncertainty and volatility, the firms of consultants
presented a long-term scenario in which global financial centres such as London and
Paris would depend on their locational attractiveness, and in which Brexit would be a
minor factor in the unfurling of 15-20 year-long property cycles. Given other factors -
such as how effectively the built environment will adapt in the face of the climate
crisis, how new technologies such as robotics and AI will impact on demand for
property, and the questionable sustainability of the debt-driven financialisation of
property - the consultants’ downplaying of the importance of Brexit for both Paris and
London over the long term is understandable.

Conclusion

Within a global network of office centres, London and Paris occupy a position on the
island economy of world financial centres. At the same time as the financialisation of
real estate makes such centres subject to systemic risk, real estate consultants’ use of
glocal knowledge presents these centres as relatively transparent and secure. This
discourse serves among other things to make the borders and filtering process through
which capital investment is concentrated on the island economy seem natural. The
overview of research reports and market commentaries identified some of the main
arguments used by three firms of international property consultants following the
unexpected Leave result in the 2016 referendum. The backdrop to scenario-building
focussed on the uncertain character of state borders and its implications for investors
and occupiers over the short-term. Over the longer-term, the importance of Brexit was
discounted and the locational attributes of Paris and London were presented as more
important determinants of office market performance in the economic cycle. Symbolic
bordering - in, for example, the use of images of historic London or a threat of
Brexodus - gave way to more positive attitudes about the locational attributes of both
centres in a normative neo-liberal discourse.

One extension of the research presented in this paper would involve bringing together
arguments about the discourse of property consultants in constructing borders to
property investment and the everyday social relations of: i) the members of teams of
researchers compiling these reports, and ii) the surveyors charged with selecting
specific properties to match the criteria of secure investment. This paper’s description
of the development of property consultancy services out of partnerships of chartered
surveyors in London is a small step in this direction. Further bottom-up research would
provide a better understanding of the ‘recursive relationship between actors and
markets’, as recommended to the property industry 20 years ago.* It would also help in
understanding the processes of valuation by which the built environments of cities
such as London and Paris are produced, thereby shedding further light on the rarely
questioned normative values of property investment.
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ABSTRACTS

This paper draws on recent conceptual work in the field of border studies in order to analyse the
island economy - of which London and Paris are a part - as a dynamic functional process of
bordering. The particular focus is on the commercial real estate markets of the two cities, and
the discourse of firms of international property consultants. It is shown that these non-state
actors play a key role in standardising information so that investors perceive the office markets
of global cities as transparent. A brief account is given of the evolution of these cross-border
consultancy relations since Big Bang in 1986 and in the context of the financialisation of real
estate. The paper then goes on to examine research reports and commentaries published since
the 2016 United Kingdom European Union membership referendum by the three leading firms of
property consultants covering the London and Paris office markets. This was a period marked by
much speculation about the transfer of jobs (Brexodus) in financial services from London to
Paris. For international investors in real estate, Brexit added a new variable to their calculations
of risk, and one that seemingly muddied the waters of the relatively transparent property
markets of London and Paris. The analysis of market commentaries concludes that the
international network of glocal property consultants plays a role in the on-going process of
bordering and filtering flows of finance that reflect the normative power of international real
estate investors.

Cet article s’inspire de travaux conceptuels récents dans le domaine des études sur les frontiéres
afin d’analyser the island economy — dont Londres et Paris font partie - & la suite d'un processus
fonctionnel dynamique de délimitation des frontiéres. L'accent est mis sur les marchés
immobiliers commerciaux des deux villes et sur le discours des firmes de consultants immobiliers

internationaux. Il émerge que ces acteurs non étatiques jouent un rdle clé dans la standardisation
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de l'information, afin que les investisseurs percoivent les marchés de bureaux des villes
mondiales comme transparents. Nous présentons I’évolution de ces relations de conseil
transfrontaliéres depuis le Big Bang en 1986 et dans le contexte de la financiarisation de
I'immobilier. Nous analysons ensuite les rapports de recherche et les commentaires publiés
depuis le référendum sur Brexit en 2016 par les trois principales sociétés de conseil en
immobilier couvrant les marchés des bureaux a Londres et a Paris. C’est une période marquée par
de nombreuses spéculations sur le transfert d’emplois (Brexodus) dans les services financiers de
Londres a Paris. Pour les acteurs internationaux dans l'immobilier, le Brexit a ajouté une
nouvelle variable a leurs calculs de risque, une variable qui a apparemment brouillé les cartes du
marché immobilier relativement transparent de Londres et de Paris. De notre analyse émerge
que ces glocal entreprises jouent un réle dans un processus en cours de bordering et de filtrage des

flux de financement reflétant le pouvoir normatif des investisseurs immobiliers internationaux.

INDEX

Mots-clés: Brexodus, bordering, global-local, Paris, Londres, consultants immobiliers
internationaux, investissement immobilier
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