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Baupost Group: Finding a Margin of Safety in
London Real Estate
On a snowy Boston morning in early 2011, Seth Klarman (HBS 1982), CEO and portfolio manager
of the Baupost Group, was heading to meet with fellow partners Tom Blumenthal and Sam Plimpton
(HBS 1978) and analyst Hunt Doering (HBS 2002). Doering would connect remotely from London,
where he was a member of the group’s European office. The Baupost Group was a private investment
firm founded in 1982 and known for its emphasis on wealth preservation and value investments with
a margin of safety.
The key decision facing Baupost was whether to acquire and redevelop 3.7 acres of real estate in
central London. Comprised of 16 buildings and 425,000 gross square feet, the site was currently part of
St. Bartholomew’s Hospital (St. Bart’s). If they moved forward, Baupost would purchase the site
through a joint venture (JV) with Helical Bar, a U.K.-focused property investment and development
firm. The JV planned to redevelop the site over several years into a mixed-use property consisting of
private housing, offices, and retail space.
A team led by Doering and Scott Dunn, an analyst based in London, had worked intensely for three
months in close cooperation with Klarman, Blumenthal, and Plimpton to source, diligence, and
structure. In the aftermath of the financial crisis of 2008–2009, St. Bart’s was seeking liquidity. However,
it also needed to use the site for some time until it could develop an alternative site for the hospital
complex. Moreover, the investment would involve complicated planning and a long execution horizon
in the heart of a city that was over 2,000 years old.
Complexity did not deter Baupost from exploring opportunities and making investments in any
asset class. To the contrary, Baupost prided itself on its willingness to explore an opportunity no matter
how complex it looked on the surface. With a thorough analysis, complex investments could be
structured in a way that created a large enough margin of safety for Baupost, while satisfying its
counterparty’s needs and goals.
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Klarman believed the team had identified the key valuation issues and risks involved with the St.
Bart’s investment. What remained was to think creatively about structuring the deal to help mitigate
the risks, and to decide on a bid that would give Baupost a margin of safety and adequately compensate
its investors for the risks they bore.

Background of Baupost Group
The Baupost Group, L.L.C. was initially founded as a family office in May 1982. In mid-1998,
Baupost accepted three large institutional clients for the first time in its history. And in 2000, it created
three limited partnerships, Baupost Value Partners, to accommodate a select group of additional
institutional and individual clients. 1 By 2018, Baupost managed tens of billions of dollars through
eleven investment partnerships.
Baupost was an opportunistic, value-oriented, open mandate investment organization whose goal
was to achieve the best possible absolute returns on a long-term, risk-adjusted basis. 2 Baupost’s ability
to undertake long-horizon projects stemmed in part from its long historical track record of success and
putting clients first. Baupost's historical performance and history of returning capital when it did not
see sufficiently attractive investment opportunities had generated a strong sense of trust between the
firm and its clients.
Real estate was one of the many asset classes in which Baupost invested to achieve its mandate.
Baupost focused primarily on opportunistic real estate investments caused by capital market cycles
and idiosyncratic dislocations. Real estate investments aligned with the firm’s competitive advantages:
a flexible investment mandate, a long-term investing approach, the ability to rapidly deploy large
amounts of capital, and a skill in identifying, measuring, and mitigating risks.
Baupost built a margin of safety by thoroughly understanding the intrinsic value and risks of every
investment opportunity it considered, purchasing assets at prices discounted to their intrinsic value,
and when possible embedding optionality into transactions that allowed for ongoing risk mitigation.
Additionally, Baupost leveraged the knowledge and expertise of its investment professionals and a
wide network of external partners to source investment opportunities.

Real Estate Investing
Institutional-grade commercial real estate represented an estimated $26.6 trillion in value globally
in 2011, with the United Kingdom comprising approximately $1.4 trillion. 3 Institutional investors
began focusing on real estate investments only in the 1970s with the aim of improving risk-adjusted
returns through diversification. Prior to the 1970s, the asset class had been overlooked because it tended
to be illiquid, management intensive, and difficult to buy and sell in small quantities. Real estate
investments also had location-specific characteristics that could be difficult for investors to evaluate
without intimate local knowledge. In addition, assessing value was challenging for real estate
investments since each property was unique.
Managers could partially overcome measurement challenges by using appraisals to estimate
property value. Appraisals relied on historical transaction values for comparable properties. However,
appraisals tended to lag current market conditions because estimated values relied on historical data.
Moreover, the idiosyncrasies of individual properties made it difficult to know whether they were truly
comparable.
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The most common method for valuing income-producing properties was the direct capitalization
method. In this method, value was determined as the ratio
𝑁𝑁𝑁𝑁𝑁𝑁 𝑂𝑂𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝 𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼
= 𝑉𝑉𝑉𝑉𝑉𝑉𝑉𝑉𝑉𝑉.
𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅

Estimating both the net operating income (NOI) and capitalization rate (“cap rate”) required
judgment, especially in cases where future NOI was highly uncertain, as in development projects. NOI
was calculated as potential gross income minus expected vacancy and collection loss minus operating
expenses. To remove temporary fluctuations in income, it was sometimes necessary to estimate
stabilized NOI, adjusting revenue and expenses to reflect normal operating conditions.
The cap rate impounded an implicit discount rate and growth rate. a Cap rates could be calculated
by applying an appropriate risk premium on top of the risk-free rate and subtracting expected growth.
In practice, however, cap rates were commonly estimated from recent sales of comparable properties,
adjusted for any differences in location or asset quality, by inverting the prior formula:
𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼 𝐶𝐶𝐶𝐶𝐶𝐶 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 =

𝑁𝑁𝑁𝑁𝑁𝑁
𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆 𝑉𝑉𝑉𝑉𝑉𝑉𝑉𝑉𝑉𝑉

Real estate investors had a wide range of professional services to help them address the complexities
associated with buying, owning, and selling property. Global investment management firms such as
CBRE, JLL, and Cushman & Wakefield offered brokerage services to buy and sell property as well as
property management, leasing, and valuation services to help with the ongoing management and
maintenance of properties. For development projects, investors had to hire architects and general
contractors for the physical construction, along with consultants such as environmental assessors,
surveyors, interior designers, leasing agents, and public relations specialists. Investors used differing
approaches to manage development projects and day-to-day property needs. Some preferred to
develop sophisticated in-house operations requiring many specialized employees to oversee their
investments, while others preferred to outsource most of the management to an operating partner or
an external third party.
Institutions could invest in real estate in four different ways: public debt, private debt, public equity,
and private equity. Public debt included residential and commercial mortgage-backed securities, while
private debt involved funding mortgages directly. Public equity could be accessed through
investments in publicly-traded real estate companies and real estate investment trusts (REITs). Finally,
institutions could make private equity investments in real estate directly through the purchase of
property or indirectly through comingled funds.
Investing in real estate offered institutions several benefits. Historical returns for real estate in the
U.S. were comparable to stocks and bonds with similar levels of volatility (Exhibit 1). Additionally, the
historical correlation of real estate returns with stocks and bonds was low, providing portfolio
diversification benefits to investors. The components of total return included current income, which
could be high for stabilized properties, and price appreciation of the underlying asset. Real estate could
also serve as an inflationary hedge since rents and property values tended to rise with inflation.
The benefits of real estate investing had to be weighed against potential risks. Beyond risks common
to all risky investments, real estate investments exposed investors to several additional risks. Given the

a The direct capitalization method is a form of the Gordon growth model, but substitutes the discount and growth rates for the

cap rate. In cases where growth is zero, the cap rate is equal to the discount rate.
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size and complexity of commercial properties, liquidity tended to be low for real estate investments.
Buying and selling were costly and time-consuming processes, impeding frequent transactions.
Moreover, institutions often financed real estate acquisitions with debt, which created default and
refinancing risk. Aside from macroeconomic conditions that broadly impacted the real estate market,
individual properties could also be highly idiosyncratic. Rents and values for properties could be affected
by asset quality, obsolescence, execution failures, local market demographics, and other risks such as
environmental contamination and natural disasters. Proper due diligence had to be conducted to identify
property-specific risks. Investors had to evaluate their capacity to bear these risks in determining whether
to include real estate in their portfolios. b

The Investment Opportunity
The Great Recession following the 2008-09 financial crisis increased the flow of opportunity for
Baupost to identify value investments in real estate. Doering noted, “At the time we were going
through the financial crisis, we liked the London real estate market because major urban centers tend
to recover quickly and offer better liquidity in the years following a recession.”

Sourcing the Deal
In late 2008, Baupost’s real estate investment group was introduced to a real estate investment
banker at a large global investment bank. During their discussions with the banker, Baupost expressed
an interest in the London real estate market, and the banker recommended that Baupost meet with
Helical Bar, a well-known, publicly traded U.K. property development firm.
In early 2009, Baupost and Helical initiated an open dialogue, and Helical began sourcing potential
investment opportunities in London. Helical would serve as the local operating partner, handling the
“ground floor” operations and development of the investment, and Baupost would partner with them as
a primary investor. Baupost always worked with a local operating partner when making real estate
investments. Baupost knew Helical had a strong reputation for delivering on large, high-end commercial
and residential real estate developments in London. Still, Baupost performed a thorough due diligence
of the firm and its management team. They evaluated Helical’s track record and contacted other industry
players who could speak to the character of Helical’s management. Baupost’s assessment of Helical came
back clean and was consistent with Helical’s general reputation in the industry. Furthermore, Baupost
learned that Helical, despite being a publicly traded company, had a reputation for being entrepreneurial,
which Baupost found encouraging.

A Motivated Seller
In the U.K., many hospitals were owned by National Health Service (NHS) Trusts. St. Bart’s
Hospital, founded in 1123, was owned by the Barts and London NHS Trust (“The Barts Trust”). 4 Part
of the St. Bart’s campus was a 3.7-acre site comprised of 16 buildings and 425,000 gross square feet in
central London (the “Site”). During the financial crisis, income to The Barts Trust plunged, leaving it
unable to fund construction of new hospital facilities elsewhere on the St. Bart’s campus. The Barts
Trust decided to sell the Site in order to fund construction of its more modern facilities.
The Barts Trust wanted to sell the property with the entire purchase price paid up front and a fiveyear “sale and leaseback” arrangement. In such an arrangement, the owner of a property would sell it

b For further discussion, see Arthur Segel, “How Institutional Investors Think About Real Estate,” HBS No. 209-152.
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to a buyer, and then lease the property back from the buyer for a period of time after the sale. The sale
leaseback would allow St. Bart’s to continue using buildings on the Site until its new buildings were
complete. Given the rich history of the location, the planning and approval process was likely to be
complicated and time consuming. Moreover, the existing buildings on the St. Bart’s site were in poor
condition and would need to be redeveloped. Many potential buyers were reluctant to close on an
investment that required such long redevelopment and planning phases, especially given the general
economic environment in 2009 and 2010.

Investment Rationale
Helical had been following The Barts Trust’s failed sale attempts and recognized the Site’s
redevelopment potential. St. Bartholomew’s hospital was located in the heart of central London, a short
walk from the Farringdon Crossrail station and just minutes away from the financial district, making
it an ideal location for living and commuting to work. Based on the nature of the existing Site, market
demands, and Helical’s understanding of the desires of the London City Council, Baupost and Helical
viewed the Site as an opportunity to develop a mixed-use property comprised of residential, office,
and retail space (Exhibit 2). Blumenthal remarked, “The church, the courtyards, the old brick—it just
begged to be residentially friendly.”
Helical reached out to The Barts Trust to discuss a potential purchase of the property. Doering
remarked, “Helical approached the seller and basically said, ‘Look, no one is going to buy this property
from you at the pricing structure you are proposing’.” Instead of offering an up-front purchase price
for the property, Helical suggested a structured transaction in which payments would be made over
the planning and development phases. By 2010, The Barts Trust had undergone several failed sale
attempts for the St. Bart’s Site with other buyers. Baupost and Helical began to close in on a deal to
purchase the site in March 2011.
Baupost’s team developed base-case cash flow projections for the eight years they expected it would
take to develop the Site and sell the properties. The projections included expected development costs
of the project, expected rental income from The Barts Trust before it vacated the space, and expected
sales proceeds. The projections also included potential financing costs if Baupost decided to use debt
to partially fund the project. See Exhibit 3 for a summary of the projections. Baupost also considered a
range of upside and downside scenarios around this base case. Proceeds from the project would likely
be taxed at the U.K. corporate tax rate of 20%.

Investment Risks
Klarman knew that the Baupost team needed to fully understand all the potential risks associated
with the investment to determine whether it was a project worth funding.

Timing
A key factor influencing Baupost’s desire to invest in London real estate was a view that the Class A
office market was undersupplied. Class A was the highest quality of office space, and the shortage
created opportunities for strong rent growth over the next several years. However, the JV would be
acquiring properties occupied by the St. Bart’s hospital with leases in place for the next 4-6 years. The JV
could not take possession of the Site for the planned office developments until January 2015 and February
2016. While pre-development planning could be conducted ahead of time to reduce the development
period, construction would likely take an additional 24 to 36 months after the tenants vacated. Moreover,
there was a possibility that St. Bart’s new facilities might not be finished in time, putting the JV in an
5
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awkward position of deciding whether to kick out a highly visible tenant. By the time the JV’s new office
buildings would be fully constructed, the window of opportunity to lock in higher rents may have passed.
If rents ended up being much lower than forecasted, the JV would likely achieve a much lower sale value
for the office space, reducing overall project returns.
Delaying construction also posed challenges to accurately assessing expected development costs.
While new construction was low by historical standards in 2011, the number of development projects
was expected to accelerate over the next five years (Exhibit 4). Labor and material costs could increase
substantially from the time that the JV closed on the Site to the point at which they would break ground
on the redevelopment projects. Estimating costs nearly five years out could be especially challenging
given the uncertainty around the development pipeline in London.

Planning
The JV would be acquiring a set of existing properties without “as of right” planning permissions
to redevelop the Site for the highest and best use as identified by Helical Bar. Practically speaking, the
JV would need to submit their redevelopment proposal to the local authority, the City of London
Corporation (the “City”), to receive approval to build new office and residential buildings on the Site.
The City had discretion over how large the new buildings could be, what they should look like, and
what they could be used for. Given that the City was primarily a commercial hub and it had few
residential units, it was possible that the City would reject the JV’s plan for a mixed-use project. In that
case, the JV could be forced to build more office space than would be ideal for the location. Without
residential and retail components, the project might generate significantly revenues.

Historical Site
The City of London was first occupied by the Romans around AD 43. Development on a location
with nearly 2,000 years of history presented unique challenges and risks for the JV. The St. Bart’s site
was adjacent to the historic St. Bartholomew the Great Church (featured in the film “Four Weddings
and a Funeral”), built in 1123. Before starting development, the JV would need to hire an archaeologist
to scan the site for any historically significant items that could be located below the surface. The remains
of King Richard III had recently been discovered beneath a parking lot in Leicester. 5 The JV could face
significant delays if historical artifacts were discovered underground during excavation.
The age of the site also presented environmental risks. Chemicals and other hazardous agents may
have contaminated the soil around the site over the millennium it had been occupied by St. Bart’s
hospital. The JV needed to hire an environmental consultant to assess the area prior to development. If
issues were discovered, construction could be delayed and become more expensive as environmental
remediation would be required before proceeding.
Finally, the existing buildings on the St. Bart’s site could be subject to historical preservation rules.
While most of the buildings had been constructed within the past century, a few could be deemed
historically significant. The City could impose onerous requirements to preserve those buildings either
in their entirety or with some modifications to the proposed redevelopment plans. For instance, the JV
might need to preserve facades or incorporate setbacks to preserve strategic views in and around the
site.

Large Residential Component
The JV contemplated developing approximately 575,000 square feet, allocating roughly 60% of the
redeveloped space to office space and the remaining 40% to for-sale residential space. However, nearly
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70% of the forecasted profit was expected to be generated by the residential portion. Therefore,
estimated sale values for residential condominiums were a critical return driver for the project. If actual
prices ended up being substantially lower than forecast, the JV would struggle to meet its business
plan. Prices could fall short if local demand in the area was weak, if construction quality was poor, or
if the market developed a supply glut of residential units.
Another complicating factor related to the area itself. The City was not a common location for
residential properties. Much of the area surrounding the St. Bart’s site was used for commercial
purposes (office and retail). As such, demand for residential property near the site was somewhat
untested. Baupost and Helical had spent a significant amount of time speaking with locals to assess
how much and what type of demand there might be for residential condominiums at St. Bart’s.
According to Blumenthal, “Many of the residents near St. Bart’s want to be there for the live/work
convenience.” As such, the JV would need to build residential units that would be appealing to the
types of professionals that worked nearby (lawyers, bankers, investment managers, technology
industry professionals, etc.). Even if the JV landed on the correct residential scheme, it was still possible
that demand from this group of buyers was insufficient to drive strong sale prices and volumes.

New Partner
In its real estate investments, Baupost always invested alongside a local operating partner. The St.
Bart’s project would be the first partnership between Baupost and Helical Bar. While discussions
between the two firms began in 2008, there had not yet been an opportunity to work together. Baupost
was impressed with Helical’s reputation and track record. As Doering noted, “They were straight
shooters.” While Helical had taken on many complex projects in the past, Baupost needed to decide if
they were capable of successfully managing the St. Bart’s redevelopment. Moreover, Baupost had to
determine if Helical was the type of partner that they could trust and rely upon over the next decade.
Helical would be responsible for overseeing the entire project, leading planning, development and
property management. If issues arose with Helical, Baupost would need to ensure that the JV was
structured to best protect their interests and identify mechanisms to resolve disputes.

Demand
Another major risk was a potential lack of demand for office space and condos at the completion of
the development. Lack of demand was possible due to uncertainty about U.K.’s economic environment
and because the City was not viewed as a residential location. Baupost’s plans mitigated these risks by
aiming to attract foreign buyers who valued London’s prestige as a global city.

Currency
Baupost’s returns were measured by their clients on a U.S. dollar basis, meaning that substantial
currency movements for overseas investments could negatively (or positively) affect performance. The
firm’s standard policy was to always hedge the value of their foreign investments. However, the St.
Bart’s project represented a unique challenge since a significant portion of the investment would be
deferred until construction began in 2015. For the cash portion of the investment due upfront, Baupost
intended to hedge the amount by using short-term (2-4 month) USD/GBP currency forward contracts.
This meant that Baupost would need to roll their currency hedges on a regular basis and adjust the
notional amount as additional money flowed into the project. The primary risk for Baupost in this
circumstance was that they would incur GBP-denominated development costs in the future for which
they were currently unhedged. A significant appreciation of the GBP relative to the USD would cause
the development costs for the U.S.-based investor to increase substantially, eroding the overall
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investment returns in USD. Similarly, a significant depreciation of the GBP relative to the USD would
cause the sales revenue generated by the development for the U.S.-based investor to decrease
substantially, again eroding the overall investment returns in USD.

The Deal Structure
Baupost and Helical Bar would partner on the purchase of the St. Bart’s site by forming a JV in
which Helical would provide one-third of the equity capital and Baupost would provide the other twothirds. From Baupost’s perspective, an alignment of interests between Baupost and Helical was
paramount, and the JV structure and equity splits would create that alignment. As Doering noted, “We
want our partners to have skin in the game rather than just collecting management fees without having
any equity stake.”

Debt Financing
Initially, Baupost assumed the investment in St. Bart’s would need to be entirely equity financed. In
early 2011, the U.K. was still in the early stages of economic recovery and obtaining a construction loan
for a project of this magnitude seemed near impossible. “The lenders had evaporated,” Blumenthal
exclaimed. Although the scarcity of debt financing was not ideal, Baupost had the equity capital to finance
its portion of the investment, and was comfortable moving forward in that manner.
Helical had a very strong working relationship with a large global lender based in London. After
evaluating the project and its expected cash flows, the lender had agreed to provide the JV up to £165
million in the form of a non-recourse loan at a rate of LIBOR plus 275 basis points, which included £30
million in loan proceeds at closing (Exhibit 5). For comparison, long-term nominal yields on U.K.
government bonds were approximately 3.4% at the time. The lender was particularly reassured by the
leaseback provisions that provided the JV with cash flow while waiting for tenants to vacate the buildings.

Key Terms of the Deal
In structuring a deal, Baupost needed to make sure that it provided enough incentives to the
seller/tenant to vacate the buildings in a timely fashion once the leaseback period expired. The
buildings were 100% leased to the seller, who in turn had subleased various areas to tenants and
teaching schools. Doering recalled, “We didn’t want to end up in court against one of the largest NHS
Trusts in London because we were trying to force them to vacate the property. We had to establish an
incentive system that would encourage them to vacate the buildings.”
Development risk was another critical risk related to the investment. To mitigate this risk, Baupost
worked with Helical, a strong local operating partner. Baupost also structured contracts with their
partners to ensure an alignment of incentives. But Blumenthal wondered what incentives to put in
place for the developer to reduce development cost overruns by closely managing contractors and
subcontractors.
Finally, they needed to decide how much to bid for the property to ensure a margin of safety given
all possible risks. The estimated long-term value for comparable sites ranged between £150 and £300
per buildable square foot (i.e., land excluding development costs), with long-term average cap rates in
the 5.5–6% range. In 2010, sale prices for residential condominiums in nearby areas had hovered around
£800 per square foot, and office space transactions in the City of London around £700 (Exhibit 6). But
these were not normal times, and the seller was motivated. At the same time, the seller could jeopardize
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the project by delaying vacating the properties, so Baupost needed to make sure it became a true
partner during the planning and redevelopment processes.

The Decision
As Klarman gazed out the window of Baupost’s office in Boston’s Back Bay, he reflected on the
firm’s opportunity to purchase the St. Bart’s site in London. The major risks and long duration of the
investment, which had dissuaded many other potential buyers, made him wonder if Baupost should
move forward.
In order to make this an attractive deep value investment, Klarman knew Baupost would need to
obtain a purchase price that appropriately reflected the level of risk involved, and utilize an effective,
project-specific risk mitigation strategy. He wondered if there was a price, or pricing structure, that
would make the St. Bart’s investment appealing enough for Baupost to invest. At what purchase price
should Baupost make this investment? What structure might Baupost propose for the St. Bart’s
opportunity? How could Baupost address the major risks involved with this type of investment?
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Exhibit 1

Real Estate Return Comparison

Annual Returns (1978 - 2016)

S&P 500
Average Annual Return
Volatility
Sharpe Ratio

NCREIF
Barclays US Aggregate
Property Index
Bond Index

13.52%
16.46%
0.48

7.67%
6.87%
0.33

9.57%
7.62%
0.49

Note: The NCREIF Property Index represents returns to a direct, unlevered investment
in a diversified portfolio of U.S. commercial property

Maximum Drawdown (1978 - 2016)

S&P 500

NCREIF
Barclays US Aggregate
Bond Index
Property Index

-45.4%
Q3 '07 - Q1 '09

Maximum Drawdown
Time Period

-12.6%
Q2 '79 - Q1 '80

-23.9%
Q2 '08 - Q4 '09

Note: Maximum drawdown measures the greatest peak-to-trough loss experienced over a time period

Correlation (Annual Returns)
Large Cap Mid Cap Small Cap
Equities Equities
Equities
NCREIF
Property Index

0.14

0.06

0.06

Treasuries
-0.04

Investment Grade High Yield
Corp. Bonds
Corp. Bonds
-0.26

-0.39

Hedge
Funds
0.13

Based on annual returns to: NCREIF Property Index, Russell Top 200 Index, Russell Midcap Index, Russell 2000,
Barclays US Treasury Index, Barclays US Corp. Investment Grade Index, Barclays US Corp. High Yield Index,
Dow Jones Credit Suisse Hedge Fund Index, Correlations based on data to 2016, beginning in 1979 (equity indices),
1978 (Treasury and investment grade), 1984 (high yield), and 1994 (hedge funds).

Source:

Pension Real Estate Association, “Why Real Estate?” Q2 2017.
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Exhibit 2

St. Bart’s Site Map and Development Scheme
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Source:

Debt Proceeds
Financing Fees
Interest
Repayment

Company documents.

30,000,000
(525,000)
-

Acquisition
-

Year 3
(3,235,321)
3,423,878
(1,546,783)
-

Year 2
(3,235,321)
3,436,003
(1,385,388)
-

Year 1
(3,235,321)
3,452,378
(1,227,508)
-

Cash Flow Projections for Development of St. Bart’s Site

£
Development Costs (all in)
Rental Income
Sales Proceeds

Exhibit 3

14,101,386
(305,595)
(1,697,313)
(8,587,895)

Year 4
(10,363,739)
3,162,193
-

150,372,337
(1,651,887)
(14,512,702)
(150,372,338)
20,135,037
(2,519,024)
(63,954,856)

39,272,450
(229,677)
(3,089,677)
(39,403,997)

44,346,106
(591,615)
(2,378,272)
(15,143,811)

2,517,358
(668,737)
(23,281,779)

TOTAL
Year 8
(12,891,987)
(189,994,727)
16,008,165
393,208,497
95,617,549

Year 7
(49,366,515)
178,272,564

Year 6
(60,652,507)
500,573
119,318,384

-12-

Year 5
(47,014,016)
2,033,140
-

218-126
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Exhibit 4

Source:

218-126

London Office Development Pipeline

Company documents.
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Exhibit 5

Source:

Debt Financing for the Deal

Company documents.

14
This document is authorized for use only by Vanessa Osorio in REE6935- D'Lima - Summer 2022 taught by Brandon Hoyos, Florida International University from May 2022 to Jun 2022.

Company documents.
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Exhibit 6

Comparable Condo Sales
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Address: 411
Lauderdale Tower
Beds: 4
Price: £1,750,000
Size: 1700 sq ft
£ / sq ft: 1029
Address: 411
Lauderdale Tower
Beds: 4
Price: £780,000
Size: 1097 sq ft
£ / sq ft: 711
Address: 7 Milton
House, 75 Little Britain
Beds: 2
Price: £495,000
Size: 715 sq ft
£ / sq ft: 692

Address: 43
Bartholomew Close
Beds: 1
Price: £300,000
Size: 381 sq ft
£ / sq ft: 787

Address: 43
Bartholomew Close
Beds: 1
Price: £300,000
Size: 393 sq ft
£ / sq ft: 763

Address: Buckley
House, 4 Little Britain
Beds: 1
Price: £420,000
Size: 450 sq ft
£ / sq ft: 933

Company documents.

Address: 211
Shakespeare Tower
Beds: 3
Price: £904,000
Size: 1096 sq ft
£ / sq ft: 825

Address: 43
Bartholomew Close
Beds: 1
Price: £349,995
Size: 515 sq ft
£ / sq ft: 670

Source:

Address: Shakespeare
Tower
Beds: 3
Price: £1,150,000
Size: 1254 sq ft
£ / sq ft: 917

Flats sold in proximity to site in 2010

Address: Frobisher
Crescent
Beds: 2
Price: £705,000
Size: 775 sq ft
£ / sq ft: 907

Address: 43
Bartholomew Close
Beds: 2
Price: £499,950
Size: 673 sq ft
£ / sq ft: 743

Address: West
Smithfield
Beds: Studio
Price: £250,000
Size: 285 sq ft
£ / sq ft: 877

218-126
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#

Company documents.

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19

Date
Address
Feb-10 100 New Bridge Street
May-10 Aliffe House, 55 Mansell Street
May-10 Condo House, 5-14 St. Paul's Churchyard
May-10 77 Gracechurch Street
Jun-10 30 Finsbury Square
Jun-10 Governor's House, 5 Laurence, Pountney Hill
Jun-10 Exchequer Court, 33 St. Mary
Jun-10 Milton Gate, 60 Chiswell Street
Jun-10 Bow Bells House, 1 Bread Street
Jun-10 Alban Gate
Jul-10 10 Greshan Street
Jul-10 41 Lothbury
Aug-10 Grand Buildings
Aug-10 Drapers Gardens
Sep-10 55 Moorgate
Sep-10 Watermark Place
Sep-10 100 Middlesex Street
Oct-10 85 King William Street
Oct-10 10 Aldermanbury

From Ingelby Trice Office Market Report
Sq. Ft
168,000
61,000
110,000
50,000
136,000
125,920
146,500
201,666
161,000
370,000
260,000
157,000
200,000
292,500
65,000
541,000
60,000
126,000
312,000

City of London Office Transactions (Feb-10 to Nov-10)
£ Price
£ Price PSF Going-In Yield
110,300,000
657
6.2%
30,000,000
492
7.3%
112,000,000
1,018
5.5%
35,900,000
718
6.5%
102,000,000
750
5.6%
86,000,000
683
6.0%
72,500,000
495
7.1%
164,000,000
813
6.0%
150,000,000
932
5.5%
274,000,000
741
6.3%
175,000,000
673
5.8%
95,000,000
605
5.7%
172,000,000
860
5.3%
242,500,000
829
5.2%
43,000,000
662
6.3%
185,000,000
342
5.7%
26,500,000
442
5.5%
90,000,000
714
5.9%
260,000,000
833
5.5%
Min
342
Max
1,018
Avg
698
Median
714
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Endnotes

1 The Baupost Group L.L.C., “Company History and Structure.” April 2018.
2 The Baupost Group L.L.C., “Company History and Structure.” April 2018.
3 Prudential Real Estate Investors, “A Bird’s Eye View of Global Real Estate Markets: 2012 Update,” February 2012.
4 https://www.bartshealth.nhs.uk/st-bartholomews-our-history, accessed March 29, 2018.
5 CNN, “Richard III, King found under a parking lot, finally laid to rest,” March 26, 2015.
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