Unlocking Green Value:
The Green Impact Multiple (GIM) ©

A Proprietary Framework for Quantifying the Returns on Green Retrofits in Commercial Real Estate

Abstract

Sustainability in Commercial Real Estate (CRE) is rapidly transitioning from a long-term value
consideration to a near-term investment priority. However, current financial tools—such as payback
period, payback net present value (NPV), and internal rate of return (IRR)—fail to effectively capture and
isolate the full financial impact of green retrofits, particularly in the context of dynamic hold periods,
existing commercial contracts, and valuation uplifts.

To address this gap, Leaf & Ledger has developed the Green Impact Multiple (GIM), a proprietary
investment framework that quantifies the total economic benefit of green retrofits, integrating operational
cost savings, green rent premiums, and green valuation uplift into a single, standardized multiple. This
paper introduces GIM and its variant, Forecast GIM, demonstrating their applicability across various real
estate investment strategies and financing structures.
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1. Background

Sustainability is now a financial reality for
Commercial Real Estate (CRE). Energy
regulations are tightening, capital markets are
shifting toward green assets, and tenants are
demanding higher sustainability standards. Yet,
investors continue to rely on traditional financial
models that fail to quantify the full value of green
retrofits.

These outdated tools either underestimate the
return on green investments—leading to missed
opportunities, under-investment, and further
asset depreciation and value decline. Investors
lack a clear, decision-useful framework to
properly assess the financial impact of
sustainability in the broader context of their
investment.

This section outlines the challenges of evaluating
green building retrofits, the market-driven need
for a new approach, and why existing financial
models fail to capture sustainability-driven value
creation.

1.1 The Investment Challenge in
Green Retrofits

Investors and asset managers of CRE typically
rely on one of two approaches to evaluate
building improvements designed to upgrade
functionality, capacity or performance (retrofits):

1. Use Payback or NPV Payback: This
approach ignores the impact of
sustainability improvements on income
profile and valuation, often leading to
suboptimal decisions —under-
investments in green retrofits and
potentially value destruction.

2. Re-run a Full Business Plan Model: This
method integrates sustainability factors
into a full discounted cash flow (DCF)
model, which captures all effects but
introduces significant complexity,
making it difficult to isolate the value of
such projects from other dynamic
business plan components.

Metric Methodology

Payback Compares the annual cost savings from

Period building efficiency to retrofit cost,
resulting in the time to payback retrofit

NPV Payback Discounts the annual cost savings back

to present value to compare retrofit
against cost of capital

Full Business  Consider retrofit as a single capital
Plan Rework expense item within a larger cash flow

model, built to manage asset finances

GIM bridges this gap by extracting key value
drivers from the full discounted cash flow (DCF)
model, allowing investors to quickly:

=  Optimize green retrofit decisions
based on hold period, financing
structure, and asset strategy.

= Standardize retrofit comparisons
across diverse property portfolios.

= Communicate financial returns to
investment committees, lenders, and
stakeholders.

1.2 The Case for a New Approach

Sustainability in commercial real estate has
evolved from a regulatory requirement to a core
financial driver. Market dynamics are increasingly
pricing in the risks and opportunities of green
building investments, but existing financial
models fail to fully quantify their economic
impact.

Empirical evidence confirms that sustainability
improvements drive material financial benefits:

e A meta-study of 71 research papers
found that green-certified buildings
achieve rental premiums of up to 23%
(average 6.3%) and valuation increases
up to 43% (average 14.8%)". While
detailed transaction data has been more
limited in prior studies, green cap rate
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compression up to 55bps has been = Financial penalties for non-
noted?. compliance: Stricter regulations (EU
Taxonomy, EPBD) reduce liquidity and

Key current market trends reinforcing the need for . . . .
financing options for non-compliant

a better analytical framework include: . . .
assets, increasing long-term value risk.

Tenant & Investor Demand

The financial case for green retrofits has never

*  Premium rental performance: Green been clearer—but without the right tools,
buildings command higher rents and investors struggle to quantify their impact.
stronger occupancy as tenants prioritize

. 1.3 Why GIM?
ESG-compliant assets. In the London

market, Knight Frank also looked at 6,500 Investors require decision-useful metrics that
leasing transactions over an 11-year align with their financial objectives. However,
period and concluded premiums of over traditional financial models struggle to capture
12% for ‘outstanding’ green certified the full impact of green retrofits because they
areas®. were never designed to integrate sustainability-

driven value creation.
= Investment liquidity: Institutional

investors increasingly prefer ESG-aligned

Metric Limitation
properties, but existing valuation
methods fail to quantify the long-term Payback Period .Ignores rental.uplift and valugtion
. . ] impacts, leading to systematic under-
value differential between sustainable investment in green retrofits
and stranded assets. NPV Payback Considers cost savings and cost of
capital, but fails to capture broader
Capital Market Advantages value creation, such as green
premiums in rent and cap rates
*  Pricing & liquidity premiums: Green- Full Business Comprehensive but complex and
certified properties Consistently achieve Plan DCF time-consuming, making it difficult to
X . . isolate the impact of sustainability
lower cap rates and higher exit multiples, N W AT W .

yet these pricing advantages are difficult
to isolate in traditional DCF models®.

Meanwhile, green retrofit investment horizons are
=  Cost of financing: Green Bonds and g

Sustainability-Linked Loans (SLLs) evolving, requiring more sophisticated financial

provide access to lower-cost capital, but tools:

current investment models often don’t = Shorter hold periods (e.g., value-add
directly integrate sufficient detail and opportunistic strategies) demand
relevant for these financing alternatives’. metrics that align with exit pricing and

liquidity premiums that move
Regulatory & Compliance Risk q yp

dynamically.

= Stranded assetriskis accelerating: . . . .
. . - = Financing decisions require a clear,
Without sustainability upgrades, vast ) )
. . standardized framework for assessing

portions of global commercial real estate ] )

. . . retrofit returns, particularly where
portfolios risk functional obsolescence. o o )

L funding is explicitly contingent on

In the UK alone, 70% of office inventory

could be unlettable by 2030 without
major retrofits®.

sustainability upgrades (e.g., SLLs, Green
Bonds).

" Details as such Energy Usage Intensity (EUI) or time, and
incorporating planned upgrade forecasts and benchmarks
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= Asset managers need dynamic tools to
test multiple retrofit scenarios efficiently,
rather than reworking entire business
plans.

A Market-Aligned Approach

Empirical research confirms that green-certified
buildings achieve price and rental premiums,
lower cap rates, and reduced vacancy risk’.

GIM bridges these gaps by providing an
investment-aligned metric that:

v Standardizes green retrofit valuation.

v Accounts for both operational and
investment-market drivers, ensuring
holistic value measurement.

v" Enables scenario testing and
integration with sustainability-linked
financing, improving capital allocation.

By quantifying the return on sustainability across
multiple hold periods, GIM enables investors to
quickly, accurately, and transparently assess the
full value of green retrofits—without unnecessary
complexity.
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2. Understanding GIM

2.1 Definition & Formula

In today’s evolving real estate market, investors
need metrics that translate sustainability
initiatives into quantifiable financial returns. GIM
and its variant, Forecast GIM, offer a new
paradigm for measuring the financial impact of
green retrofits—capturing the full spectrum of
operational savings, rental premiums, and
valuation uplifts:

_ PV OpEx Cost Savings + PV Rent Premium + Valuation Uplift

GIM
CapEx

Where:

= PV OpEx Cost Savings = Present value
of reductions in property operating costs
from specified retrofits, such as energy,
water, and maintenance expenses,
adjusted for hold period and discounted
for time.

= PV Rent Premium = Present value of
potential additional rental revenue
generated due to enhanced tenant
demand for modernized units.

=  Valuation Uplift = Increase in asset
valuation, driven by:

o Cap rate compression from
improved ESG ratings and lower
financing costs.

o NOI growth via higher rents and
reduced expenses.

= CapEx=the capital expenditure required
of the green retrofit package to enable
the benefits driving the numerator
factors.

2.2 Addressing Conceptual Challenges

While GIM provides a structured framework for
quantifying the value of green retrofits, it must
address several key financial modelling
challenges that arise when integrating
sustainability into investment decision-making.

Challenge 1: The Threshold Effect in Green
Premiums

Traditional financial models may assume a linear
relationship between energy efficiency
improvements and value creation. However,
empirical data suggests otherwise—relative
green premiums tend to emerge only once assets
surpass key market-defined thresholds rather
than accumulating incrementally.

=  Regulatory-Driven Thresholds: The
UK’s Minimum Energy Efficiency
Standards (MEES), enacted in 2018,
provides a clear case study of threshold-
driven rental segmentation®:

o Properties below green
compliance thresholds have
seen widening rental discounts
to compliant properties (EPC A-
E), reinforcing the importance of
compliance.

UK Rent Trends for Compliant vs Substandard EPC Ratings

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Year

Compliant (A-E)  ====- Substandard (F-G)

Source: Akhtyrska & Fuerst (2023)

=  Market-Driven Thresholds: Beyond
regulatory thresholds, green building
certifications show non-linear financial
impacts - a University of Reading study
found significant variation in rent and
price premiums based on certification
level, where’:

o LEED Platinum buildings
achieved the highest green sale
premium (~35%), while Silver &
Gold certifications had less
consistent effects, suggesting
that the market also rewards
best-in-class assets.
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=  Diminishing Returns Beyond
Thresholds: Once a building meets
regulatory or market-recognized
sustainability benchmarks, further
incremental improvements tend to yield
smaller financial gains. This reinforces
the need for targeted retrofit strategies
that maximize value by focusing on
threshold-crossing interventions rather
than marginal efficiency upgrades.

v" How GIM Resolves: GIM does not
assume a one-size-fits-all valuation
impact. Instead, it ensures valuation
uplift reflects actual investment-market
trends and aligns with market-valued
credential achievements, rather than
relying on simple energy savings.

Challenge 2: Mixing Stock and Flow Measures

Traditional real estate valuation frameworks
separate flow-based metrics (like annual cost
savings and rental premiums) from stock-based
metrics (like property values). Combining these in
a single framework presents a challenge.

v" How GIM Resolves: GIM converts all
flow-based metrics (operational savings
and rent premiums) into present values
to ensure comparability with valuation
uplift.

This approach aligns retrofit value with
investment hold periods, allowing investors to
compare sustainability-driven returns against
other capital allocation decisions.

Challenge 3: Time Horizon Inconsistencies

Not all financial benefits from green retrofits
materialize at the same time. While operational
cost savings accrue annually, valuation effects
may occur eitherimmediately upon retrofit
completion in the case of a recapitalizaton, or
gradually as market conditions evolve.

v" How GIM Resolves: GIM applies
discounting using the investor’s cost of
capital to normalize all cash flows into a
single, comparable investment
framework.

The adjusted Forecast GIM metric
specifically accounts for future NOI
growth and exit cap rate shifts to align
with longer-hold strategies.

Challenge 4: Avoiding Double-Counting of Rent
Premiums and Valuation Uplifts

Rental uplifts directly contribute to NOI growth,
which in turn impacts property valuation. If not

structured correctly, this could result in double-
counting financial benefits in valuation models.

v" How GIM Resolves: GIM only discounts
the annuity-form of rental increases
before exit, ensuring that valuation uplift
captures NOI growth effects without
overlapping directly with interim rental
premiums.

By addressing these conceptual challenges, GIM
provides an investment-alighed methodology
that fully integrates sustainability into financial
decision-making.

2.3 Forecast GIM: A Forward-Looking
Investment Perspective

Unlike standard GIM, which assumes valuation
uplift occurs immediately post-retrofit (to),
Forecast GIM adjusts valuation impact to reflect
actual hold period assumptions, NOI growth, and
exit cap rate assumptions from business plan:

PV OpEx Cost Savings+PV Rent Premium+PV Future Valuation Uplift
Forecast GIM =

CapEx

Where PV Future Valuation Uplift accounts for the
following investor assumptions:

= NOI growth projections.

= Investment market conditions
including changes to future cap rates.

= Discounting effects to account for cost
of capital over time.

Why Forecast GIM Applies Discounting

GIM reflects the immediate revaluation of an
asset upon completion of a green retrofit,
meaning its valuation uplift is recognized at the

7| Q,xﬁ



time of execution and does not require
discounting.

In contrast, Forecast GIM incorporates future NOI
growth and exit valuation assumptions, meaning
the valuation uplift occurs at the time of future
sale or refinancing, notimmediately. As a result,
Forecast GIM must discount this future value
back to present terms at the investor’s cost of
capital (K;), ensuring an investment-aligned
comparison.

2.4 When to Use GIM vs. Forecast GIM

Scenario Best Metric

Immediate retrofit ROl analysis GIM

Sustainability-linked loan underwriting GIM

Hold strategy with future NOI growth &

. . Forecast GIM
exit cap rate assumptions

Portfolio valuation incorporating

forward-looking ESG impact Forecast GIM
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3. GIMin Action:
Investment Applications

Green retrofits play a role in nearly every modern
real estate investment strategy, but their impact
on financial performance depends on the
investor’s objectives, hold period, and risk
tolerance. While some investors prioritize long-
term ESG value creation, others focus on short-
term financial upside through cap rate
compression, enhanced income profile, or
liquidity improvements.

GIM provides a structured framework that allows
investors to quantify and compare sustainability-
driven value creation across different strategies—
whether for long-term portfolio optimization,
value-add repositioning, or opportunistic
transactions.

3.1 Aligning GIM with Investment
Strategies

In CRE, each institutional investor type has
unique goals and resulting risk profiles, making a
one-size-fits-all approach to green retrofits
insufficient. By using GIM, investors can tailor
sustainability strategies to enhance asset value
and market positioning.

Investor Type' Primary GIM Use Case

Evaluating long-term ESG value

Core & Core+ R )
creation and future-proofing assets

Maximizing near-term value uplift for

Value-Add R
exit

Capturing immediate refi or sale

tunisti
Opportunistic i

TCommercial real estate investment strategies are typically

categorized into 4 risk profiles from conservative to

aggressive, with increasing potential returns corresponding to

higher levels of risk and active management:

o Core: Low-risk, low-return (6-10%) investments in high-
quality, stable properties with predictable cash flows.

. Core+: Moderate-risk, moderate-return (8-12%)
investments in properties requiring minor improvements
to enhance value.

3.2 Financing and Capital Allocation

GIM is also a valuable tool for financing
decisions, helping investors align sustainability
retrofits with capital market expectations. GIM
and Forecast GIM are applicable in:

= Investment Committee Approvals:
Provides a single-metric justification for
capex allocation.

=  Portfolio-Wide ESG Integration:
Enables benchmarking of retrofit
investments across assets.

= Green Bonds & Sustainability-Linked
Loans (SLLs): Helps to standardize
framework for green financing viability.

o Value-Add: Higher-risk, higher-return (12-17%+)
investments in properties needing significant
renovations or operational improvements.

. Opportunistic: Highest-risk, highest-return (15-25%)
investments in distressed properties or ground-up
developments.
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4. Case Study:
Applying GIM to a Green Retrofit

4.1 Example: Prime Office Building Retrofit
Investment

This case study explores how GIM transforms
retrofit decision-making. The prime office
building faced rising tenant expectations for
sustainability and potential regulatory non-
compliance by 2030. Traditional metrics
suggested limited financial justification for a
€5MM retrofit involving energy efficiency
upgrades and sustainability certifications.
However, by applying GIM, stakeholders
discovered that rental premiums and valuation
uplifts provided a compelling business case—
independently demonstrating a ~90% ROl on the
retrofit investment and proving accretive within
the detailed business plan model.

Assumptions & Projected Financials:

= Investment Horizon: 5 years

= Discount Rate (K.): 7.0%

= Existing Cap Rate: 6.0%

= OpEx Cost Savings: €500k p.a.

= Green Rent Premium: €800k p.a.

=  Green Valuation Premium: -25bps

4.2 Traditional Metrics:
Payback Period & NPV Payback

Payback Period Calculation

Payback Period = CapEx
ayback Fertod = Annual Operational Cost Savings
=90 100
= cos = 100 years

= [nterpretation: The investment does not
pay back within a 5-year hold period,
making it not viable for the investor.

NPV Payback Calculation

NPV Payback incorporates the time value of
money, discounting future savings at 7% (K.) over
the 5-year hold period or 10-year payback period:

NPV Payback = Yt €05
ayback =Xt o7

=€0.467+...+€0.255

=€3.5MM

= The discounted cumulative savings
(€3.5MM) are well below CapEx within
the 10-year payback period, or within the
shorter 5-year hold period (€2.1MM).

Interpretation: If only considering cost savings,
the investment is not viable under both Payback
and NPV Payback.

4.3 GIM Calculation

As GIM accounts for the NPV of operational cost
savings and rent premia over the 5-year hold
period, we first calculate their present values:

GIM = PV OpEx Cost Savings + PV Rent Premium + Valuation Uplift

CapEx

NPV (OpEx Cost Savi 5 ) =Xt €03

pEx Cost Savings, 5 years) =Y, @one
=€0.467+...+€0.357 = €2.1MM
NPV (Rent Premium, 5 )=t €08

ent Premium, 5 years) = o7yt
=€0.747+...4+4€0.572M = €3.3MM

Current NOI Current NOI

Valuation Uplift = Existing C.R.—G.Prem. B Existing C.R.

€60 €6.0
T 575%  6.00%

= €4.3MM

Now we apply these NPVs to the GIM formula:

21+33+43

IM =
G 5.0

=1.94x

Interpretation: In accounting for green rent
upside & valuation uplift, GIM demonstrates a
viable investment with a +90% ROI on retrofit
capex.

4.4 Forecast GIM Calculation

Unlike GIM, which assumes the valuation uplift
occurs immediately post-retrofit, Forecast GIM
adjusts valuation impact to reflect actual hold
period assumptions, NOI growth, and exit cap
rates. To calculate Forecast GIM, we also need to
account for the following assumptions:
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=  Projected NOI Growth: 3% p.a.

= Exit Cap Rate: Investor assumes market
tightens to 5.50% in YR5 (pre-retrofit)

= Forecast Exit Cap Rate: Adjusted
-25bps to 5.25% for green premium

Using the same NPV calculations for OpEx Cost
Savings and Rent Premium, but adjusting for
future valuation uplift and discount factor (D.F.):

NOI'YRS NOI'YRS

ExitC.R.—G.Prem.  Exit C.R.)x ®-F

PV Future Valuation Uplift = (

_ (€6.0x(1+3%)° €6.0x(1+3%)°
B 5.25% 5.50%

) x(1+7%)~°

= (128.6 — 122.8) x 0.713
= €4.2MM

Now we apply these values to the Forecast GIM

formula:
21+33+4.2
Forecast GIM = ———
5.0
=1.90x

Interpretation: While GIM assumes an immediate
post-retrofit valuation uplift, Forecast GIM
accounts for NOI growth and a further -25bps cap
rate adjustment at exit. This results in a similar
1.90x multiple, reflecting a 90% return on
investment over the hold period. The difference
between GIM and Forecast GIM will depend on
period, exit cap rate level relative to the green
premium, and the investor's cost of capital.

4.5 Decision-Making Impact:
Why GIM Is Superior

Metric Result Comment
Payback 10 years Ignores rent premium
Period Not Viable & valuation uplift,
leading to rejection
NPV Payback €2.1MM/ Investment appears
(5YR/10YR) €3.5MM unviable if only
Not Viable operational savings
(below break- are considered
even)
GIM 1.94x Captures all
Viable quantifiable financial
impacts (6.00% -
5.75% cap rate)
Forecast GIM  1.90x Reflects future NOI
Viable growth & further cap
rate compression
(5.50% - 5.25%)

B Key Takeaway: While traditional
methods rejected the investment, GIM
correctly accounts for rental upside &
valuation uplift, proving the full value of
the case for green retrofits, and
validating retrofit upgrades that would
provide investor value. Forecast GIM
provides a more tailored a solution for
future event analysis, differing more from
GIM where green retrofit value is
weighted towards future periods.

SENSITIVITY TABLES
Discount Rate
GIM 5% 6% 7% 8% 9%
N 0.00%|  1.13x 1.10x 1.07x 1.04x 1.01x
8 < 0.10%|  1.46x 1.43x 1.41x 1.38 1.35
S8 0.25%|  2.00x 199« [JICEE o> 1.88x
s 0.30%|  2.18x 2.15x 212 2.0 2.06x
0.40%| 2.5 2.52x 2.4 2.47x 2.44x
Discount Rate
5% 6% 7% 8% el
N 0.00%|  1.13x 1.10x 1.07x 1.04x 1.01x
8 < 0.10%|  1.48x 1.44x 1.39x 1.35x 1.31x
s e 0.25%|  2.04x 1o I 1 1.77x
s = 0.30%|  2.24x 2.15x 2.08 2.00x 1.93
0.40%| 263 2.53 2.44x 2.35¢ 2.26x




5. Advancing Green Analytics:
A New Investment Framework

5.1 Why Traditional Metrics Fail to Capture
Retrofit Value

Traditional investment models fail to fully
quantify the financial return on green retrofits,
often leading to:

®  Underpriced sustainability
investments due to incomplete financial
analysis.

®  Misallocated capital, where investors
either over-invest in low-value
improvements or under-invest in
essential upgrades.

®  Failure to account for stranded asset
risk, leading to declining liquidity and
valuation pressures.

The Core Problem

Traditional valuation models are either too
simplistic (payback) or too complex (full business
plan DCF), making it difficult to accurately
measure the financial impact of green retrofits.

5.2 A New Financial Model for
Sustainability-Driven Value Creation

Integrating Green Investment Decision-Making

For investors to properly evaluate green retrofits
as a financial decision, they need a framework
that:

v Aligns with investment periods and
decision-making timelines.

v Isolates sustainability-driven value
from broader market fluctuations and
unrelated idiosyncratic risks.

v Enables quick scenario testing to
evaluate multiple retrofit strategies.

GIM and Forecast GIM were developed to
address these needs—providing an investment-

aligned approach to sustainability-driven asset

management.

GIM as a More Accurate Investment Framework

GIM Advantage How It Improves Decision-Making

Holistic Return
Analysis

Captures operational cost savings,
rent premiums, and valuation uplift in
one metric

Flexibility for
Different
Investment
Horizons

Standard GIM assumes immediate
valuation impact, while Forecast GIM
adjusts for NOI growth and future exit
conditions

Market-Aligned
Valuation
Approach

Reflects observable green pricing
trends rather than assuming a direct
link between energy savings and value
creation

Scenario Testing
Capabilities

Allows investors to compare multiple
retrofit strategies quickly without

rebuilding entire business plans

Aligning Models with Real-World Market Pricing

One of the major weaknesses of traditional
models is the assumption that all energy
efficiency upgrades provide proportional
financial returns. In reality:

®  Liquidity and pricing advantages are
most concentrated in green
buildings—not just assets meeting
minimum green standards.

®  The largest green premiums are
observed in assets repositioned from
low-performing to best-in-class
buildings.

®  Regulatory compliance upgrades help
preserve value.

How GIM Addresses These Market Realities

v" Does not assume a uniform pricing
effect—ensures valuation upliftis based
on actual market-based drivers, such as
green-certified rent premiums and cap
rate shifts.

v" Accounts for varying hold periods—
investors can evaluate immediate and
future returns depending on their asset
strategy.
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v Separates sustainability impact from
overall market conditions—allowing
investors to properly isolate the return on
green retrofits from broader investment
trends.

GIM as a Decision-Making Tool

By structuring GIM and Forecast GIM around
observable market trends, investors can:

= Benchmark green retrofit ROl across
asset classes and geographies.

= Ensure capital is allocated to
sustainability upgrades that provide
the greatest return.

= Justify green financing decisions using
a structured, investment-driven
framework.

Unlike traditional financial models, GIM treats
sustainability as an investment driver, not just an
operational expense.
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6. Conclusion:
The Future of Green Investment

The Rising Impact of Stranded Assets

The urgency to adopt investment-aligned
sustainability metrics is amplified by the growing
financial risks of stranded assets—properties
that fail to meet evolving regulatory, tenant, and
investor expectations.

At a market level, stranded assets face:

= Accelerating obsolescence as
regulatory compliance thresholds
tighten.

= Diminished liquidity as ESG-conscious
capital shifts toward green-certified
assets.

= Increased financing costs as lenders
impose sustainability-based lending
restrictions.

For owners and asset managers, the risks are
even more acute:

= Depreciating asset values as market
demand tilts toward sustainable
buildings.

= Rising CapEx requirements for delayed
compliance retrofits, often at higher
costs.

= Limited exit options, as buyers discount
non-compliant assets more aggressively
than anticipated.

Green-certified buildings are already capturing
higher rents and stronger investment demand,
while outdated properties are becoming harder to
lease, harder to finance, and harder to sell.

TLeskinen et al (2020). A Review of the Impact of Green
Building Certification on the Cash Flows and Values of
Commercial Properties

Millet et al (2008). The effects of eco-certification on office
properties: a cap rates-based analysis

3Knight Frank (Sept 2021). The Sustainability Series

Without a clear, investment-grade methodology
to quantify the financial benefits of green
retrofits, investors risk:

® Underestimating the cost of inaction.

® Delaying interventions until they become
unavoidable—and more expensive.

® Misallocating capital in a way that
ultimately erodes asset value.

The Role of GIM in Defining Green
Investment Returns

Just as FFO became the standard for REIT
profitability and cap rates became central to real
estate valuation, GIM and Forecast GIM provide
an investment-grade approach to measuring
sustainability-driven value creation.

This represents a shift in investment analysis—
one that integrates financial, market, and
regulatory realities into a structured, decision-
useful framework.

Sustainability is no longer an abstract ESG
concept—itis a direct financial driver. Investors
who fail to integrate green premium analysis risk

falling behind in a rapidly evolving market.
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