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Introduction: 
Private firms appear (cautiously) positive 

Ferguson Partners recently launched a pulse survey to collect real-time views into 
how commercial real estate companies are responding to the COVID-19 
crisis. Over 120 privately held CRE firms participated in the study, which 
focused on human capital, compensation, and other strategic considerations in 
light of the current environment. Alongside relevant historical findings, we 
used this survey data to generate insights tailored specifically to cross-
functional leaders in the private real estate space.    

Despite the challenges around moving to a remote workforce virtually overnight or 
navigating the ever-changing issues around returning to work, many privately held 
companies appear (cautiously) optimistic. Nearly 60 percent of privately held firms 
are still hiring and only 14 percent have adopted some sort of furlough or reduction 
in headcount (Figure 1). Financially, while many firms anticipate an impact to 
revenues, nearly three-quarters of firms project that the revenue impact as a result 
of COVID-19 will be less than 15 percent. The picture is even rosier in 2021 
with nearly two-thirds of participating firms anticipating a revenue decline of less 
than 5 percent. Looking forward, 20 percent of firms have growth plans (new 
products, new strategies, etc.) that will require an expansion in workforce.  

Notwithstanding the above, difficult decisions will be required for certain firms: 
portfolio returns may suffer, revenue is likely to fall in some capacity, and new 
technology and benefit costs could need to be absorbed. How companies address 
these issues, as well as how they pivot to a more forward-looking posture, will be 
an ongoing challenge. The purpose of this piece is to contextualize the pandemic 
response from privately held commercial real estate firms, identify connection 
points with pre-COVID-19 industry trends, and present topics for organizations to 
consider going forward. 

Workforce planning for private real estate firms

Figure 1
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Year-end compensation decisions are difficult in a “normal” environment. This year 
the stakes will be even higher. Nearly half of firms cited that bouses will be 
reduced in 2020 (with the other half reporting that it’s too early to tell). For firms 
anticipating revenue drops in 2020, reductions in bonuses are generally a more 
palatable approach to expense reductions than more drastic measures such as 
salary reductions, furloughs, or layoffs. To that point, 67 percent of private firms 
indicated they have no plans to reduce salaries and 27 percent have yet to reduce 
salaries but would consider it in the future (Figure 2). These findings further 
support anecdotal evidence that salary cuts are not seen as a desirable means of 
cost cutting.  

This scenario — relative stability in base salaries with greater volatility in annual 
bonuses during tumultuous times — has ample precedent. Most recently, during 
the Global Financial Crisis companies saw notable dips in incentive pay, the impact 
of which increased with seniority. However, with the exception of executives, base 
salaries were relatively stable, growing at a slow, steady rate across levels amidst 
and in the years immediately following the downturn (Figures 3 and 4). Executive 
salaries did experience a slight average decline from 2007 to 2008 and quickly 
rebounded in 2009.

The first line of defense:  
Are annual bonuses at more risk?

Anticipated changes to base salary

Figure 2
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Food for Thought: 
As leaders continue to revisit annual incentives, below are some questions to consider. The 
silver lining? For companies with a December performance year-end, there is still time to plan.

• How will firm, department, and individual performance be measured? Will anything look 
different for individuals who have taken on blended or dual roles during this time? 

• How might performance metrics or targets need to be adjusted? Will adjustments be made 
for all functions or just select functions?  

• How will discretion be applied to the decision-making process? Will the approach vary by 
level? By corporate versus real estate functions?  

• How and when will firms communicate potential impacts on bonuses?
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Retention of key employees in critical functions will continue to be a focus for many 
firms. From the data collected (Figure 5), companies are most concerned with 
retention of executive/C-Suite personnel — not surprising given the need for a 
stable leader during an otherwise unstable time. Firms also highlighted property 
management as a key retention concern, which is consistent with anecdotal 
commentary. These individuals represent the “on the ground” team for vertically 
integrated firms and will face a number of challenges, including their own health 
and safety, for many months to come. Accounting/Finance roles were also 
highlighted as a key area of retention risk. While not surprising as these positions 
are typically high in demand, firms could start to prioritize retention efforts for these 
roles since many investors are likely to have increased ad-hoc reporting demands 
during this time. Finally, development and construction personnel continue to 
represent a retention concern for many firms, largely due to the need for projects 
to be completed and stabilized as soon as possible.

When you can’t put your (current) 
money where your mouth is:
How will firms retain key employees?

Retention concerns for private real estate firms

Figure 5
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The best employee retention programs are multi-faceted in approach and seek to 
ensure that employees feel recognized, valued, and supported. While such 
programs invariably include both monetary and non-monetary components, long-
term incentive awards are a critical component that must be considered. Long-term 
incentive programs not only align employees with the company, but represent a 
crucial multi-year retentive mechanism tying individuals to the platform. With many 
survey responses forecasting some sort of decrease in 2020 revenue, use of long-
term incentives will likely grow in prevalence as firms are forced to rely less on 
annual cash compensation. It seems many companies are already asking 
themselves exactly these types of questions — 60 percent of respondents 
indicated that they already have or plan to revisit long-term incentive arrangements 
this year (Figure 6).

When you can’t put your (current) 
money where your mouth is:
How will firms retain key employees? (continued)

Anticipated changes to long-term incentives for 
private real estate firms 

Figure 6  

Source: 2020 FPL COVID-19 Response Survey
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When you can’t put your (current) 
money where your mouth is:
How will firms retain key employees? (continued)

Promote/carried interest is likely to be impacted by the crisis — both the current expectations of carried 
interest awards and the approach to allocating future promote/carried interest awards. In the aftermath of 
COVID-19, we anticipate firms will revisit the aggregate allocation to management and/or the amounts 
allocated to eligible individuals in order to remain competitive and motivate key employees. We’ve also 
seen more firms introduce non-promote long-term incentive plans (e.g., cash-based plans), which will likely 
continue to increase in prevalence in order to drive management company-level performance. 

Employee engagement initiatives are another lever firms can use during this time to prioritize recognition 
and retention. However, survey results were mixed with respect to such non-monetary efforts. For example, 
a significant percentage of participants are decreasing or placing on hold team workshops (42 percent) and 
culture development (30 percent). Conversely, enrichment activities such as online learning have gained 
traction, with 52 percent of firms reporting increased use of such tools. As we move into a “new normal” for 
some period of time, we are likely going to be in a virtual and/or more distanced environment, which 
will require firms to rethink how to deploy creative and cost-effective employee engagement tools to retain 
key professionals and ensure an engaged workforce. 



Food for Thought: 
New normal or not, organizations would be keen to think about innovative, future-focused 
strategies to recognize and retain top talent. Consider the following: 

• Will allocating more carried interest for future vehicles be sufficient to retain talent? How 
much is “enough?” Does your firm need to rethink its strategy around allocating carried 
interest more broadly?

• If implementing a new non-carry long-term incentive plan, how will awards be funded, what 
will they measure, and who will be eligible?

• How can companies encourage simple, low-cost gestures such as personal thank-you notes 
to make recognition everyone’s responsibility regardless of function or level?

• How might companies get creative in retaining C-Suite and Executive-level employees when 
incentives are such a significant component to their pay?

9
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Risky business: 
Firms are bullish on opportunistic strategies 

The overwhelming majority of survey participants expect COVID-19 to have a 
negative impact on portfolio returns, though the full extent of the impact will not be 
known for months. In one scenario, the economy rebounds quickly and we get 
back to a relatively healthy economic environment. In this scenario, long-term 
impact to returns should be modest. In another scenario, however, the complete 
shutdown of the economy has a lasting impact, throwing U.S. and global economies 
into prolonged recessionary environments. This would, of course, have much more 
dramatic implications for returns. Regardless of how sustained the impact of 
COVID-19 is, there is no question that proactive and deliberate communication with 
investors during this time is critical. Transparency with respect to portfolio 
performance, rental collections, tenant relations, and other critical operating metrics 
will be crucial to instilling confidence in investors. 

And while the economic impact of COVID-19 has created plenty of headaches, 
there will be beneficiaries from an investment standpoint.  Prior to the crisis, dry 
powder levels among investment managers were near all-time highs (see Figure 7). 
Institutional demand for commercial real estate was as strong as ever, leading to 
record levels of capital flows into the space. However, this sustained demand led to 
significant increases in asset values over a multi-year period. This, in turn, created 
challenges in capital deployment as managers struggled to identify opportunities 
that met their return thresholds. Dec 2013 Dec 2014 Dec 2015 Dec 2016 Dec 2017 Dec 2018 Dec 2019
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As the economic challenges precipitated by the crisis take hold, opportunities for 
capital deployment may improve. While the full extent of valuation declines is not 
yet known, portfolio values are expected to take a notable hit. With capital ready to 
deploy, many firms are readying themselves for buying opportunities on the 
horizon. Opportunistic and distressed debt strategies in particular are viewed as 
favorable with nearly 40 percent of participants indicating an intention to increase 
their exposure to such strategies (see Figure 8). The depth and longevity of the 
economic impact of COVID-19 will dictate whether such distressed buying 
opportunities come to fruition and to what degree.

Risky business: 
Firms are bullish on opportunistic strategies 
(continued)
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Food for Thought: 
We are at an inflection point, and many companies will be required to look both internally and 
externally as they move forward. Consider the following:

• How is your firm prepared to pivot or rethink its investment strategy to fit a changing 
landscape and maximize opportunities?  

• How might investor communications (both vehicles and cadence) need to evolve in the 
short- and long-term?
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Conclusion: 
The waiting game

Until more data is collected on measures including rent 
collection, transaction activity, and capital raising, it is safe 
to say that it is going to be challenging to understand what 
the future holds.  

One thing has held true in our experience: Collaboration 
during times of widespread uncertainty is key. Since the 
COVID-19 crisis began, we have witnessed private real 
estate companies set aside proprietary approaches and 
instead come together to share leading practices. After all, 
there is no long-term competitive advantage to “getting it 
right” when it comes to bringing employees back to work 
and keeping teams safe.  

In the spirit of collaboration and information sharing, we 
hope the insights collectively benefit private real estate 
firms as they continue to navigate through a myriad of 
questions stemming from the COVID-19 pandemic.
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