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Managing construction risk 
 
Investing in development projects can bring great rewards. Yet few of us have the ability to 
oversee complex development projects ourselves: we possess neither the time nor the 
expertise to do so. Stuart McEwan, director of international physical assets management 
consultancy Currie & Brown, explains the importance of managing risk carefully. 
 
Investing in real estate development projects requires a significant amount of due diligence 
and careful ongoing management.  
 
Returns in these areas can be excellent, but day-to-day oversight is best left to seasoned 
professionals who can undertake initial assessments/appraisals prior to the commitment of 
funds. Risks include poorly drafted contracts, flaws in insurance, mispricing of works, 
incompetent contractors and even misappropriation of funds. These risks are magnified 
when investing in overseas projects where the business culture is different. 
 
This isn’t to say that every project is going to be troublesome, but rather that having an 
expert in place to supervise the development will give investors the comfort of knowing that 
risks have been identified in advance, thus giving them time to manage or mitigate the risks 
prior to committing to the investment. 
 
It’s a case of having someone who provides your eyes and ears prior to investment and can 
act on your behalf during the life of the project. At the end of the day, it is your cash which is 
being used as you place your assets and trust in the hands of others. It’s important to have 
someone involved to protect your interests. 
 
In essence, anyone who invests directly in large-scale construction and development 
projects is taking on the role of the funder. It is unthinkable that a funding institution would 
not carry out robust due diligence, so individuals need to do so too. 
 
In many cases, the investments will be into joint ventures, so other partners will be involved. 
This is no reason, however, not to look after your own personal interests and to ensure that 
everything is in order. 
 
To enable investors to de-risk, real estate developments specialist consultants will undertake 
an initial detailed review of the proposed scheme, flagging risks and identifying possible 
mitigation measures for clients. Extensive experience in areas such as project management 
and quantity surveying enables the specialist to utilise both in-house and market data to 
analyse potential risks and benchmark them against other schemes.   
  
An initial due diligence review of the project and risks identified is likely to include areas such 
as construction contracts, development agreements, surveys, cash flow, cost analysis, 
insurance requirements, contractor selection, legal searches and income reviews in order to 
ensure all these are appropriate and in line with expectations.  
 
An impact analysis would flag up particular issues, which would need to be examined in 
depth. Successful investors appoint an independent consultant directly as it is unlikely that 
they will be guided towards specialist consultants by those involved in the development; 
those organisations may not want an independent review to be undertaken.  
 
In a globalised real estate market many projects will be international and will reach across 
different countries and jurisdictions, so it is important to choose a consultancy which has 
global coverage. A dialogue in London about a development in Singapore, for instance, 
needs expertise and people on the ground at both ends in order to utilise local knowledge 
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and to understand the nuances of the development process, rather than adopting 
ethnocentric and inefficient approaches. 
 
Importantly, this professional service offers the investor peace of mind and the comfort of 
knowing that investment risk has been minimised and their investment protected. 


