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Summary
IFRS 16, has stimulated increasing sector and press speculation regarding the future 
of S&LB activity. With almost all leases now destined for the balance sheet, a S&LB 
will usually no longer be considered a form of off-balance sheet financing. Several 
commentators have considered this sufficient to pronounce the early death of the 
S&LB. 

Yet we’ve seen major commitments to S&LB transactions by the likes of KPMG, 
Lloyds Banking Group and DHL. The reasons behind these organisations 
committing to leasebacks are diverse and not simply a final ‘push’ before the 
introduction of the regulations in 2019.

The benefit of a S&LB as a means of off balance sheet financing is, after all, only 
one of a range of considerations. Whether a S&LB is the right strategy for a given 
scenario or corporate occupier will depend upon a balance of considerations which 
we classify as; operational, financial, property and market.

We also predict the impact on balance sheet gearing and loan covenants to be less 
than many expect and primarily sensitive to a company’s specific circumstances.  
For some, the changes to lease accounting under IFRS 16 could provide new 
opportunities by boosting shareholder value and capital structure efficiency in the 
short term.

We contend that S&LB can continue to offer major benefits to many companies.  
We see that the largest impact of IFRS 16, will be the requirement to pay greater 
attention to the structuring of any S&LB, to ensure the positive opportunities are 
captured and any negative effects mitigated. 
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INTRODUCTION

THE RATIONALE FOR CORPORATE REAL ESTATE MONETISATION
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EFFECT OF IFRS 16

Balance sheet: Increased Indebtedness
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Effect on Shareholder Value  

Fig 1: 10 Year Lease BS Impact

Source: CBRE 2017

Assumptions

Lease Term: 

10 yrs.

Rent: £1m pa

Min uplift: 0% pa

Fig 2: Annual Negative Equity by lease length Assumptions

Rent: £1m pa

Min uplift: 0% pa

Source: CBRE 2017
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Assumptions

EBITDA: £100M
Debt: £250M
EBITDA MULTIPLE: 12x
Rent (S&LB): £20M

Property yield: dependent 
on lease term e.g. 10 yrs. 
= 6.75%

Source: CBRE 2017

Fig 3: COMPANY EQUITY VALUE PRE AND POST IFRS 16
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Impact on Profit & Loss 

Source: CBRE 2017

Fig 4: COMPANY EQUITY VALUE PRE AND POST IFRS 16
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Fig 5. P&L Rental Charge pre/post IFRS 16 Assumptions

Lease Term: 

10 yrs.

Rent: £1m pa

Min uplift: 0% pa

Source: CBRE 2017

Fig 6: Indicative Property Yield v BBB GBP Bond YTM

Source: CBRE, Bloomberg
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Fig 7 – P&L recognition of a S&LB pre and post 2019

Sectoral Differences

Source: CBRE 2017
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Fig 8: Sectoral Impact on Company EBITDA and Debt levels 
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Disclaimer: Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, 
we have not verified it and make no guarantee, warranty or representation about it. It is your responsibility to confirm independently its accuracy and 
completeness. This information is presented exclusively for use by CBRE clients and professionals and all rights to the material are reserved and cannot be 
reproduced without prior written permission of CBRE.
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CBRE GLOBAL RESEARCH AND CONSULTING

CBRE EMEA Research Team forms part of CBRE Global Research and Consulting – a

network of preeminent researchers and consultants who collaborate to provide real estate 

market research, econometric forecasting and consulting solutions to real estate investors 

and occupiers around the globe.

To learn more about CBRE Research, or to access additional research reports, please visit 

the Global Research Gateway at: www.cbre.com/researchgateway
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