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Convincing financial
communication
requires a convincing
business model

Luciano Gabriel, the long-standing Chairman of the Board of Directors of PSP Swiss Property,
talks to Private about profit optimisation, sustainability and financial communication.

Interview With Luciano Gabriel

Chairman of the Board of Directors PSP Swiss Property

Mr Gabriel, how does PSP Swiss Prop-
erty position itself between profit op-
timisation and a sustainable business
policy?

Gabriel: You can’t have one without the
other. Basically, long-term profit opti-
misation per share is a matter of course
for a listed company like PSP Swiss
Property. Nevertheless, this must be
emphasised again and again. Because the
term “profit maximisation” is frowned
upon in today’s public discourse. When

you read the annual reports of many
companies, you get the impression that
these are non-profit world rescue organ-
isations. As a matter of course, we also
give due consideration to aspects such
as climate protection or diversity, and
the management is very well sensitised
to this. However, economic viability
must always be taken into account in all
decisions. Long-term profit optimisa-
tion per share is and remains a central
goal of our business policy. I am delib-

erately referring to “long-term profit
optimisation” and not to “short-term
profit maximisation”; the latter would
be absurd, especially for a long-term
oriented real estate company like PSP
Swiss Property. Only those who are
economically successful in the long
term can consistently finance social
goals and measures to protect the envi-
ronment.

Private: How would you characterise
your business model?

Gabriel: We have always pursued a
simple, stable, focused and transparent
business model. This enables our share-
holders to comprehend and understand
our business development. Our finan-
cial figures are not obscured by constant
reorganisations, cost reallocations, re-
structuring expenses or “one-off spe-
cial expenses”. This allows the manage-
ment to concentrate on the long-term
optimisation of the property portfolio
and the securing of solid financial con-
ditions. For example, we deliberately
refrain from expanding into real-estate-
related activities, such as property man-
agement for third parties or co-working
services. These business areas are
labour-intensive and distract from the
most profitable core activity. It also
sometimes seems that joint ventures or
project-related minority shareholdings
could offer additional attractive busi-
ness opportunities. On closer inspec-
tion, however, they often turn out to be
only “fair-weather projects” that may
run into trouble at the first sign of ad-
versity. We prefer to do without them.
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To what extent do rising interest rates
affect your goal of optimising profits?
Gabriel: Investments in real estate are
practically always value-enhancing in
the long term, as long as the properties
are in attractive locations and the space
is regularly adjusted to the needs of
modern tenants. However, there are also
more challenging economic periods,
such as now with rising interest rates.
We are well prepared for such times.
The ratio between debt and equity cap-
ital is crucial in this respect. We have
always paid special attention to a low
debt-to-equity ratio, which is currently
around 30%. This is to our advantage
today. In fact, in the last few years, a
certain carelessness has taken hold —
also among many real estate compa-
nies; the opinion has spread that infla-
tion would no longer be an issue and
that interest rates would virtually al-
ways remain at around zero. Thanks to
constant appreciations and low interest
rates, debt-financed acquisitions were
made in many places, especially in Ger-
many. In fact, the additional interest
burden could often be compensated by
higher rental income. However, the tide
has now turned: Interest rates have
risen, values are at risk of declining, but
the high financial debts have remained.
The consequences are falling share
prices, rising interest charges, dividend
cuts, difficulties in selling bad proper-
ties to reduce debt. Furthermore, it is
practically impossible to increase equi-
ty in such a negative market environ-
ment. We, on the other hand, have al-
ways expected substantial interest rate
increases and positioned ourselves ac-
cordingly. We can now look to the future
“cautiously optimistic and relaxed”.

Despite all your efforts to optimise prof-
its, the trend towards ESG has hardly
gone unnoticed at PSP Swiss Property.
Gabriel: Not at all. We have always
been advocates of a business policy that
is clearly oriented towards sustainabil-
ity. We implement all objectively sensi-
ble measures in these areas. And we
communicate our activities in this re-
gard comprehensively and transparent-
ly, for example with regard to our CO2
reduction path, the energy and water
consumption of our properties, the con-
dition of buildings from the point of
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view of eco-friendliness, employee sat-
isfaction, independence of the deci-
sion-making bodies, bonus and remu-
neration systems. The fact that we take
sustainability seriously can also be seen
in our green finance concept, which we
have implemented for all public bonds
and bank loans. When assessing our ac-
tivities in the ESG area, there are some-
times discussions with shareholder ad-
visors, the proxy advisors: Each of
these advisors has his own catalogue of
criteria with detailed measurement
methods, which they apply across the
board to all companies, regardless of
sector and size. These criteria may be
generally plausible, but their practical
content and standardised application to
completely different companies is not
always comprehensible.

Could you explain this problem in more
detail? What exactly do these proxy ad-
visors criticise?

Gabriel: Let’s take the remuneration
system as an example. We pay — of
course — good salaries in line with the
market. All employees also receive a
bonus, which is determined individual-
ly. The amount of the bonus depends,
on the one hand, on the overall result of
the company and, on the other hand, on
the individual function and perform-
ance of the respective employee. For the
Executive Board, 80% of the bonus de-
pends on the earnings per share exclud-
ing gains/losses on real estate invest-
ments and 20% on the valuation effects.
There is an individual formula for the
exact calculation, which we publish in
the annual report. We on the Board of
Directors are convinced that this simple
system best aligns the interests of the
management with those of the share-
holders. It is transparent and has an
effective business- and results-related
incentive. Some proxy advisors criti-
cise our system because, as they say,
it is not an explicit long-term incentive
plan, does not provide relative perform-
ance compared to a peer group, con-
tains no qualitative elements or ESG
factors or the like. However, we have
looked at a number of such systems. We
came to the conclusion that such sys-
tems are often opaque and difficult to
quantify. We focus on transparency and
measurability instead. As soon as we
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recognise the basis for an effective and
practicable improvement of the bonus
system, we are, of course, opento a cor-
responding adjustment. This is current-
ly the case with regard to ESG due to
the green finance concept that has just
been introduced. Our Board of Direc-
tors is currently evaluating a corres-
ponding addition.

How do you communicate your busi-

ness model and results to the public?
Gabriel: We communicate in a factual,
transparent and understandable way.
Market-shouting media releases or
comments and superlatives are not our
style. After all, the real estate business
is a “down-to-earth” business with a
long tradition, and we do not want to
“sell” ourselves as an innovative high-
tech company with revolutionary vi-
sions. Of course we are a modern com-
pany, but we do not claim to be at the
forefront of technological develop-
ment. A central part of our communi-
cation is directly with institutional in-
vestors. Our CEO Giacomo Balzarini
spends a lot of time maintaining a lively
exchange with this important group.
This takes place at official road shows,
butalso at numerous bilateral meetings.
At these meetings, business perform-
ance and sustainability issues are dis-
cussed in detail and critically assessed.
Relevant feedback is incorporated into
our strategy and is reflected in the an-
nual report, which contains compre-
hensive information on our business
model and the integration of sustain-
ability aspects. In this way, all interested
parties can form a clear and compre-
hensive picture of PSP Swiss Property.
luciano.gabriel@psp.info
www.psp.info



