MARK HESCHMEYER, EDITOR

NOVEMBER 1, 2012

WWW.COSTAR.COM

A WEEKLY NEWSLETTER FOCUSING ON CHANGING MARKET CONDITIONS, COMMERCIAL REAL ESTATE, MORTGAGES AND
CORPORATIONS PUBLISHED BY COSTAR NEWS

IN THIS WEEK'S ISSUE:
Stand Back: CRE's View of Fiscal Cliff from Two Months Out .......................................................................................................... 1
The Canadians Are Coming .............................................................................................................................................................. 6
Office Leads New U.S CMBS Defaults, Delinquencies ..................................................................................................................... 8
Investors Demanding More Transparency from Real Estate PE Funds ............................................................................................ 9
Watch List: CMBS Loans with Large Losses in Sept/Oct 2012 ....................................................................................................... 10
Build-A-Bear Closing Up to 60 Stores ............................................................................................................................................. 11
UBS Cutting 10,000 Jobs ................................................................................................................................................................ 11
Navistar To Close TX Plant; Layoff 900 .......................................................................................................................................... 12
Facility Closures & Downsizings ...................................................................................................................................................... 12
Less-Big Boxes, or the Ongoing Evolution of Retail ........................................................................................................................ 13
Diebold: Spending for New Global Headquarters Better Spent Elsewhere ..................................................................................... 14
Crescent Acquires 993-Acre Homesite in Houston ......................................................................................................................... 14
Penn Regulators Close NOVA Bank; FDIC Acquires All Assets ..................................................................................................... 15
Leverage the Reach and Impact of Watch List for your Advertising Needs ..................................................................................... 15

Stand Back: CRE's View of Fiscal Cliff from Two Months Out
CRE Executives Assess Impact If Pending Drastic Tax Hikes, Spending Cuts Kick In
The perception of just how steep the "Fiscal Cliff" is depends a lot on where you're standing. From Menomonie,
WI, for example, it doesn't look all that severe.
Home to Swiss Miss Hot Chocolate, Menomonie is on manmade Lake Menomin and its 14,999 residents enjoy
the recreational advantages of the great Wisconsin outdoors. At the same time, it is one hour east of
Minneapolis-St. Paul, MN, close enough to enjoy all of the benefits a major metropolitan area.
"Approximately 90% of the businesses in this market are individually owned," said Rich Ellefson, principal of The
Ellefson Group in Menomonie. "The owner works 40 to 60 hours per week in the business. There are fewer than
50 employees, and the owner cuts his salary and benefits before considering any cuts to the employees."
Ellefson Group is a small firm of six people that does commercial appraisals, commercial realty and business
brokerage in an eight-county area of West Central Wisconsin.
"In 2012, we have seen more purchases of commercial and industrial properties since 2006," Ellefson said.
"Businesses have started to expand with additions to manufacturing facilities. Commercial contractors and
architects are doing more quotes than in the previous three years. Unemployment numbers have continued to
decrease for three straight periods."
As Ellefson sees it, things are getting better: "The economy is improving. But there is always a national group of
experts that yell 'the sky is falling,' while the majority of businesses go about their work and make decisions
based on local factors that affect them."
Ellefson's is just one of many views of the so-called "fiscal cliff" -- that point in January 2013 when an array of
federal policies are scheduled to kick in that will end some Bush-era tax cuts and force billions in mandated
federal spending cuts unless Congress and the president reach a budget compromise.
Commercial real estate executives from around the country have widely varying views on the fiscal cliff and
whether the country is in for a precipitous collapse or whether it will be just a roll down a grassy knoll or even,
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business as usual. CoStar Group queried a wide-range of professionals in various fields of the industry on what
they see happening now as a result and what they expect to happen in January.
Not surprisingly, the issue is fraught with election-year politics which generated some very contentious opinions.
We've tried to leave the politics out of it and report the views on how the impact the fiscal cliff is having on
commercial real estate.
ADDISON, TX: IT'S A VERY SCARY WORLD OUT THERE
From a real estate investment standpoint personally, (office and industrial), I see the impact to be less in
commercial real estate asset classes than alternative forms of investments, fortunately. Our values are
determined over much longer periods of time, (5-year lease terms that are locked in), than most other
investments such as stocks or bonds.
However as we all have experienced in the most recent downturn, most real estate does not work well when we
have periods of negative growth or very slow growth. The chaos in the alternative investment markets may lower
cap rates because investors will have few places to chase yields. This works well in the short term and helps the
demand for our assets and real estate values. But when tenants start to downsize and demand lower rents to
survive, it has a long term negative value effect that lasts much longer than we ever like.
Kevin R. Brands, Managing Principal, Frontier Equity
ATLANTA, GA: NOT THE 'END TIMES'
While the dreaded "fiscal cliff" is a distinctly real concern for our country and for our government to address, it will
not result in an "end of days" calamity. As is typical with our dysfunctional government, they will find a way to put
on a short-term Band-Aid and continue to kick the can down the road.
I expect there will be a temporary lag in business activity and decision-making as we traverse the uncertainty of
the election, typical end of year malaise and then finally resolve the fiscal cliff crisis in the spring. After that, our
paltry recovery will continue at a mediocre pace.
We are starting to see a slow down across the board with new activity (i.e. leasing) and anticipate this temporary
decline will drag on through early spring. While sellers anticipating potential increases in capital gains taxes may
be more eager over the coming months, buyers will remain less eager for the reasons mentioned above.
Institutional buyers of investment grade assets will be the most wary. This could provide a value opportunity for
those willing to take on the risk.
On the distressed side, most savvy investors already wear their skeptics' hats when acquiring properties. The
uncertainty risk is factored in and offers will reflect that. We should continue to see a high volume of these deals
(at stable low pricing) over the coming several months.
Rush Bradley, Office and Investment Sales, Lavista Associates Inc.
BETHESDA, MD: THE WORLD IS ROUND
I spoke at the RealShare NY conference earlier this month. There was a panelist who said that if Obama wins,
commercial property owners are going to shed assets due to increase in cap gains rate. I got on stage later and
said the guy was a delusional sales broker hoping his words come to reality.
If a property is not currently being marketed, it's not likely to be sold this year. One gentleman in the audience
calculated there are 36 business days between the election and year-end -- hard to get a property marketed,
financed, and sold in that time frame -- particularly at one of the busiest times of year for sales, appraisal, and
finance companies.
And as well, if you sold a commercial property, where are you going to replicate the cash flow and inflation
hedge you have by owning it today? Makes no sense.
The world continues to spin. Lawmakers in Washington will figure out the fiscal cliff.
Willy Walker, President and CEO, Walker & Dunlop
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BROOKLYN, NY: BIGGER QUESTION IS WHERE TO INVEST
Whether or not there is a "cliff" on the horizon, the question in this market and financial climate is more a matter
of where to invest available capital in order to both retain value and create a predictable return. Tax advantage
should be a side benefit of an otherwise sound deal, based on its fundamentals. And an investor selling assets
based on tax rate assumptions would still be faced with the question of where to invest the liquidated capital.
The future value and viability of various assets, currencies and other tangible assets is the larger, overweening
question. We are seeing a market less driven by buying and selling and more for investing to both retain value
and secure a predictable return over time. Commercial real estate in a proven market like New York City, and
with certain key elements in place that will optimize maximum return, is a great place to find value right now. For
this reason, we are attracting investors from all over the world.
Minnette Le Blanc, President and CEO, The Le Blanc Organization Inc.
EVERGREEN, CO: NO TIME TO SELL
I'd think about selling, but not when prices are as depressed as they are. I have vacancies, not as many as a
year ago. I've reduced rents and am more flexible on lease terms. If we go over the fiscal cliff, I, and I expect
others, will be even more fed up with our government (if that's possible).
Judy Obrien, Ravens Wood LLC
LANSDALE, PA: LACK OF CONFIDENCE
I fully expect the fiscal cliff issue to be resolved (or at least postponed) without going into sequester. Anyone with
an ounce of business sense knows that the deficit needs to be addressed ultimately both by tax increases AND
spending cuts. Neither one will solve the $1 trillion plus deficit alone.
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Unfortunately, I believe that the primary remaining issue with our economy/anemic recovery is a continuing lack
of confidence. Allowing this issue to go to year end / January will only serve to tear at the fibers of the fragile
confidence that we have worked so hard to rebuild since 2008.
James R. Wrigley, Executive Vice President, Trefoil Properties LP
LAS VEGAS, NV: INVESTORS INCREASINGLY MOTIVATED TO SELL
2013 looms with threat of new taxes which will hit hard at capital gains. The likely expiration of the Bush tax cuts,
will increase the capital gains tax by five points from 15% to 20%. In addition, beginning Jan. 1, 2013, a 3.8%
"Obamacare" tax on some investment income will further erode capital gains. Another tax break that ends in
2013 is bonus depreciation. Now add a likely repeal or reduction in carried interest and you're finding investors
increasingly motivated to sell before year's end.
John Mendoza, Broker, New Growth Commercial Real Estate Co.
LEXINGTON, MA: THE FISCAL CLIFF IS OVER-RATED
As the world turns, the fiscal cliff, in retrospect, will be seen as an over-rated issue within six months of the
election. Regardless of the outcome, there will be a political compromise that will not alter the landscape visibly.
Yes, there may be some new structure to the capital gains tax, but, as history has shown, we will revert to the
mean - some compromise, not radical change. It's the way Washington works. For capital transactions, the tax
damage will likely be manageable for most, so, unless the need for "cash now" is intense, it will not affect those
sellers who take a balanced view of the impending fiscal cliff problem. It should be business as usual for most of
us.
Leonard Bierbrier, President, Bierbrier Development Inc.
LOUISVILLE, KY: DECISION DELAYS
We are seeing lots of business people delay decisions until then (and until after the elections). Our auction
business is slower than we have seen in a fourth quarter for the past three to four years. We are normally
covered up at this time of year. We are still busy, but not covered up.
Don Erler, Senior Advisor, Real Estate Auctioneer, Erler Menish Auctions - Sperry Van Ness Ward
Commercial Group
MALVERN, PA: SMART INVESTORS ARE GETTING OUT NOW
Smart investors and business owners are selling their real estate and businesses right now. They are getting out
before the economy goes off a cliff and before we are forced to default on our debt or print our way out of this
(hyperinflation) which will ultimately and eventually lead to default. Rates on debt are sure to rise no matter how
hard the Fed tries and keep rates below what the market wishes to set them at. When rates do rise, cap rates will
probably go twice as high, as liquidity will dry up and uncertainty will set in.
We are also seeing some investors trying to unload their real estate strictly out of fear that capital gains are
going to rise next year but many don't understand what we are facing within the next year or two. Buyers /
owners that hunker down and try and whether the storm may be looking at a decade before they see any
positive gains on their investments.
All aspects of real estate are overbuilt and most all will decline in value. They may rise in dollar terms, much the
way the Dow has, but priced against gold they are declining in value.
Ed Costa, Agent Zommick McMahon Commercial Real Estate Inc.
METAIRIE, LA: SITTING ON CASH
Here in Louisiana, we're seeing most commercial property owners sitting on cash and hoping for good reasons
to buy more of the right properties. I've encountered a few sellers cashing in where they sold at higher than
market pricing, and taking advantage of capital gain treatment. Good property deals still are best found through
off market sources.
Craig Daste, Owner, High Performance Properties
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MIAMI, FL: NO WIDESPREAD IMPACT YET
I believe action by property owners will simply be determined by the investment life cycle stage and strategy.
Those who are more risk averse and nearing a stage of disposition may accelerate the process to hedge their
risk, otherwise I don't see any widespread extraordinary action taking place. Regardless, the situation will be
resolved as it's in the best interest of the politicians to sustain one of the largest current economic drivers, which
is real estate.
Nelson B. Garcia, Senior Associate, CGI Merchant Group
NEW YORK, NY: A BIG KICK IN THE GUT
With the fiscal cliff looming, the real estate sector is about to take a big kick in the gut. Property fundamentals will
decline in every sector, of which some haven't quite recovered as well as others during this past recovery cycle.
The office and industrial sectors will be hit particularly hard as government spending and consumer spending
decline. Office vacancies will increase as a result of the decline in government spending. Delinquent rents will
increase as well. There will be a higher proportion of Class B and C properties impacted than Class A properties.
Property values will decline, and capital needs will increase as a result of re-tenanting. Competition will increase,
driving rents down. Large users of space, which have been on the decline over the past 3 years, will continue to
decline as companies cut back the amount of space needed with smaller work areas, and work from home
arrangements that are becoming more common.
Additionally, there is more than $1 trillion of maturing real estate loans coming due in the near term. Although
interest rates remain low, that hardly makes up for declining property fundamentals coupled with higher capital
requirements for improvements, and shrinking values. Such borrowers will find it difficult to refinance with higher
vacancies, capital costs for lease up and build outs, and equity gaps from declining values.
David A. Kessler, Commercial Real Estate Industry - National Director, CohnReznick
PHILADELPHIA, PA: PEOPLE AFRAID TO SHIFT STRATEGIES
I think people tend to react rather than pre-empt. Regardless of what might happen, investors and businesses
tend to either hunker down and minimize market exposure or continue with business as usual. Very few people
have the courage to drastically shift strategies or rearrange their portfolios. If the economy goes off a cliff, it
seems like a lot of people will go over with it.
Andrew Benioff, Founder and Senior Managing Partner, Llenrock Group
SAN DIEGO, CA: DEFENSIVE POSTURE
If the fiscal cliff is allowed to happen as scheduled, it will put a damper on the economy, likely to the point of
recession. The true question is, will politicians (who are) ever focused on short-term implications, find a way to
lessen and/or delay the blow, vowing to truly fix the problems later? Or will our elected officials let the fiscal cliff
occur because they are unwilling to work together, or even let the fiscal cliff happen to put themselves in a better
position for coming policy negotiations?
In anticipation of the fiscal cliff, a couple large defense contractors, which have a very strong presence in our
market, have told us that they are laying off workers now in anticipation of coming government cuts. Conversely,
there are sales happening because of low interest rates, and to avoid the coming tax raises, but overall it's been
a mixed bag. Local sales volume has been moderate to low depending on the type and class of property, with
multifamily leading the pack. If there were no fiscal cliff looming, there would likely be a wave of sales with the
low interest rates and impending capital gains tax increases, but the economic uncertainty has scared some
people out of the market for now.
Joshua Brant, Director of Research for San Diego Region, Voit Real Estate Services
SEATTLE, WA: DISASTER WILL BE AVERTED
Regardless of who is elected president, I'm not optimistic in the near-term on the prospects for the two parties
reaching a "grand bargain" compromise that rationalizes our tax code and balances the need for some stimulus
and investment in the short-term with the need to put us on a clear path to deficit reduction in the medium-to-long
term. But I do think that they will come together within a few months after the election on a smaller bargain that
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averts "sequestration" and allows at least some of the Bush tax cuts to expire. Assuming that happens, the fiscal
cliff should be mostly avoided, and business should go on as usual.
I do think that uncertainty regarding the election and the fiscal cliff is inhibiting investment right now, both in
commercial real estate and in the broader economy, but I don't think that uncertainty, or concerns regarding a
potential increase in capital gains taxes, is materially affecting sellers' decisions regarding when to bring assets
to market.
Joshua Anderson, Partner, The Roseview Group
SEATTLE, WA: ESCROW DATES BOOKED THRU YEAR-END
I am personally working with several sellers who have negotiated 2012 closing dates,... the escrow agents are
struggling to schedule me in,... and it's only October!
Lise Ward, Senior Real Property Agent, Seattle Parks and Recreation

The Canadians Are Coming
While the U.S. presidential election has Americans weighing whether to re-elect its president or change course,
their Canadian investment neighbors have already decided where they see the U.S. commercial real estate
recovery headed: Up.
At least five new Toronto-based REITs and funds have started or completed initial public offerings in Canada in
the last six weeks, raising nearly $350 million to invest in U.S. commercial real estate.
The Canada-based funds include:
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Slate U.S. Opportunity (# 2) Realty Trust is raising $50 million;
Timbercreek U.S. Multi-Residential Opportunity Fund #1 raised $38.5 million;
U.S. Housing Recovery Fund is raising $100 million; and
U.S. Agency Mortgage-Backed REIT Advantaged Fund raised $32.7 million.
Those four offerings follow on the initial success of Toronto-based Tricon Capital, which raised $125 million in
September for its new U.S. distressed residential real estate fund, Tricon XI LP.
Slate Properties Inc.'s Slate U.S. Opportunity (# 2) Realty Trust expects to close its offering Nov. 19.
The investment objectives of the REIT are to acquire, own and lease a portfolio of diversified properties with a
focus on anchored retail properties. It will be targeting secondary markets such as "Pittsburgh, Columbus,
Charlotte, etc." with sustainable population and employment in well-developed submarkets with limited risk of
new development.
Since 2005, Slate Properties has acquired 43 commercial real estate assets across North America with a total
value of about $1 billion.
Timbercreek U.S. Multi-Residential Opportunity Fund #1 is teaming up with Elco Landmark, a Jupiter, FLbased private equity multifamily residential real estate company, to deploy its newly raised capital.
Timbercreek and its affiliates currently manage $3 billion in real estate related assets. Elco Landmark currently
operates about 18,000 units across the Southeastern United States.
Timbercreek is initially targeting apartment properties with a minimum of 200 units that are less than 35 years old
and located in metropolitan statistical areas with a population base more than 500,000 people.
"We are extremely pleased to provide Canadian investors with an opportunity to capitalize on what we believe
are mispriced and under-managed multi-residential properties in the southeastern United States," said Blair
Tamblyn, CEO of Timbercreek U.S. "The timing for deploying capital in this market and strategy could not be
better, and we are pleased to be working with who we feel is the best partner to execute on this strategy."
U.S. Housing Recovery Fund plans to target opportunities in the anticipated recovery in the U.S. housing
sector. The net proceeds of its offering will be invested in a portfolio of equity securities of 30 companies
operating in the U.S. housing sector, including homebuilders, building products, home improvement and
houseware and appliances.
Connor, Clark & Lunn Capital Markets Inc. is the fund's portfolio manager and will be responsible for
implementing its investment strategies.
Separately, Connor, Clark & Lunn also closed its initial public offering of U.S. Agency Mortgage-Backed REIT
Advantaged Fund. The fund's investment objectives are provide low-cost exposure to a portfolio comprised of
the 10 largest (by market capitalization) publically traded U.S. Agency Mortgage REITS.
Since raising money in September, Tricon Capital Group has acquired more than 2,500 acres around Dallas
and Houston, spending more than $138 million. Tricon XI LP seeks to "capitalize on 'once in a generation'
investment opportunities in distressed U.S. residential real estate that have arisen out of the 2007-10 credit crisis
and related economic recession," according its filing.
The fund will provide financing to real estate developers for the acquisition, repositioning and potential
development of distressed properties.
"This fund marks the continuation of an investment strategy which began with Tricon IX in 2008 and we continue
to see a strong pipeline of investment opportunities in all of our target markets," said David Berman, Tricon's
chairman and CEO. "I believe that our timing could not be better to both acquire distressed assets and
participate in the eventual recovery of the U.S. economy and housing market."
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Office Leads New U.S CMBS Defaults, Delinquencies
The cumulative default rate for fixed-rate CMBS edged up just slightly in the third quarter, to 13.5% from 13.2%
in the previous quarter. Office loans drove most of the increase, although the cumulative default rate for office
property loans still trails the other main property types, according to Fitch Ratings.
Newly defaulted loans for the third quarter totaled $2.2 billion (119 loans) compared to 119 loans, totaling $2.1
billion in the second quarter, Fitch reported.
Office property loans led new defaults year to date 2012 at more than 50%. New office defaults in the third
quarter totaled 43 loans and $1.4 billion.
Three newly defaulted loans were greater than $100 million. One Skyline Tower, $678 million office, VA; BACM
2007-1, JPM 2007-LDP10, GE 2007-C1 Colony IV Portfolio B, $171 million office/industrial in six states; JPM
2006-LDP9 Koger Center, $116 million office, FL; CSMC 2007-C1, according to Fitch Ratings.
In addition to the 119 loans totaling $2.2 billion that defaulted in third quarter, another 81 loans, with an original
securitized loan balance of $1.7 billion did not refinance at their third quarter maturity date. (Eleven of these
loans, totaling $723 million, have since paid in full.)
The largest two were a $340 million Maryland multifamily portfolio and the $310 million 450 Lexington Ave. office
loan.
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Of the loans that did not refinance, 37 were five-year loans totaling $1.1billion from the 2007 vintage and 24
loans totaling $132.7 million were ten-year loans from the 2002 vintage.
According to Wells Fargo Securities, the 30+ day delinquency rate fell 10 basis points (bps) in October to
10.36% for pre-2010 vintage transactions and has decreased 14 bps to 9.43% for all fixed-rate conduit
transactions.
During October, 53 office loans totaling $930.9 million became newly delinquent, while 36 loans totaling $583.2
million returned to current status. The amount of newly delinquent office loans is down 18% from September. A
GSA Portfolio loan, with a total balance of $284 million in the JPMCC 2007-LD11 transaction, is the largest office
loan to become newly delinquent in October.
On a 30+ day delinquency basis, retail loans declined 20 bps in October to 7.42%. In October, 93 retail loans
totaling $798.1 million became newly delinquent, whereas 63 loans totaling $792.6 million returned to current
status. The largest retail loan to become newly delinquent in October was the Design Center of the Americas
loan, with a current balance of $87.5 million in the GMACC 2006-C1 transaction. The amount of newly
delinquent retail loans is down 31% from September.
The multifamily 30+ day delinquency rate rose 25 bps in October to 13.31%. In October, 47 multifamily loans
totaling $465.7 million became newly delinquent, while only 12 loans totaling $135.2 million returned to current
status.
Industrial 30+ day delinquencies are down 56 bps to 10.23%, and hotel delinquencies are down 21 bps to
11.03% in October.

Investors Demanding More Transparency from Real Estate PE Funds
Still having a tough time getting bank financing for your CRE deals? You're not alone.
According to Ernst & Young, real estate private equity fund managers around the world continue to face
challenges stemming largely from ongoing illiquidity within the capital markets. This has left few able to secure
bank financing and stifled deal flow, according to Global Market Outlook: Trends in Real Estate Private Equity,
published by E&Y.
Based on a survey of 300 global real estate funds, the report found that private equity funds have slowed their
deployment of capital and fund-raising activity.
While the lack of available bank financing has had a dampening effect on real estate funds, Mark Grinis, global
real estate fund practice leader at Ernst & Young, points out that other challenges have also hampered investors
ability to navigate out of the recession.
Among the challenges outlined in the report: Tougher regulatory requirements imposed on fund managers - such
as the Alternative Investment Fund Manager Directive (AIMFD) in Europe and the Dodd-Frank Act in the US; and
Tighter 'regulation' from investors in the form of calls for greater transparency and oversight on their investments.
Real estate fund managers highlighted several key challenges for them to get a new fund to its first close, 52%
responded that investors required greater due diligence before committing to the fund. Fifty-four percent of
respondents also cited agreement on deal terms and fees as the biggest stumbling block.
According to Grinis, these challenges have caused short-term pain for many fund managers, however the
outlook for most from this structural change is a much more efficient, transparent and scalable platform from
which to build future growth.
"This is a period during which creative investors can thrive," Grinis said. "Real estate fund managers that can
successfully navigate the current changes, including demands from investors for greater transparency and lower
fees, and who can devise and offer creative niche solutions for investors moving forward will have a key
differentiator in the next phase of market growth," he adds.
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As evidence of these trends, the report cites the role fund managers are playing in the U.S. market to take
advantage of investment opportunities in the single-family residential market, and the growing appeal of senior
debt funds.

Watch List: CMBS Loans with Large Losses in Sept/Oct 2012
Source: Wells Fargo Securities LLC and, Intex Solutions Inc.

Property
Everett Mall Steadfast
Powers Ferry Landing East
Comfort Inn
Sherwood Plaza
Rustic Hills Shopping
Center
120 Bloomingdale
Washington Business Park
Park Place at Metrowest
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Address
1402 Everett Mall Way,
Everett, WA
6151, 6190 & 6201 Powers
Ferry Road, Atlanta, GA
2485 Hotel Circle Place, San
Diego, CA

Prop.
Type

Bal. at
Loss
(mils $)

Loss
Amount
(mils $)

Loss
Severity
(%)

RT

$98.00

$49.08

50

OF

$48.30

$35.95

74

HT

$32.77

$21.24

65

9990 Fairfax Blvd., Fairfax, VA
3999 Palmer Park Blvd.,
Colorado Springs, CO
120 Bloomingdale Road,
White Plains, NY

OF

$15.70

$15.70

100

RT

$19.00

$15.35

81

OF

$17.88

$13.87

78

various, Lanham, MD
1768 Park Center Drive,
Orlando, FL

MX

$54.54

$12.97

24

OF

$11.66

$11.66

100

CMBS
MS 2007IQ14
JPM 2006LDP7
JPM 2007LD12
Wach2007C31
GCC 2005GG5
ML 2005CKI1
CD 2006CD3
ML C20075
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Property
Fountain Square
Terminal Tower
PNC Center
Mayo Medical Building
Marina Bay Apartments

Conifer Town Center
Innovation Center of
Vermont

Address
310-630 East Bell Road,
Phoenix, AZ
50 Public Square, Cleveland,
OH
201 E. 5th St., Cincinnati, OH
3050 Superior Drive
Northwest, Rochester, MN
939 & 969 E. Flamingo Road,
Las Vegas, NV
27102, 27122, 27132, 27152,
27171 & 27182 Main Street,
Conifier, CO
128 Lakeside Ave., Burlington,
VT

Prop.
Type

Bal. at
Loss
(mils $)

Loss
Amount
(mils $)

Loss
Severity
(%)

RT

$22.76

$10.39

46

OF

$34.81

$10.06

29

OF

$38.87

$9.83

25

OF

$27.10

$9.66

36

MF

$14.69

$8.39

57

RT

$19.55

$8.37

43

MX

$20.87

$7.68

37

CMBS
ML 2005CKI1
BofA 20051
CSFB
2002-CKN2
MS 2006HQ9
BofA 20071
GCC 2007GG11
ML 2004BPC1

Build-A-Bear Closing Up to 60 Stores
Build-A-Bear Workshop Inc., an entertainment retailer, plans to close 50 to 60 stores in fiscal 2013 and 2014 to
reach its optimal store count of 225 to 250 stores. These select store closures are expected to transfer
approximately 20% of sales to other stores in the same markets.
At quarter end, the St. Louis, MO-based company operated 351 stores -- 283 traditional stores and 10 nontraditional stores in North America and 58 traditional stores in Europe.
The company expects capital expenditures to be $18 million in fiscal 2012 to support the update and
repositioning of stores as well as investment in infrastructure. In fiscal 2012, the company will close nine stores,
including certain non-traditional locations, and remodel 14 stores, including five stores in its new design. The
company will open five new stores across geographies including one store in its new design.
In the last three months, the company closed three stores across geographies.
For its third quarter ended Sept. 29, Build-A-Bear reported an 11.9% decrease in revenue from a year ago. It
reported a net loss of $4.3 million.
"Clearly we are disappointed with the quarter's results. We were up against a difficult comparison from last year
when product tied to the theatrical release of the Smurfs led to incremental traffic and transaction growth
throughout the quarter. However, we made progress on our key strategies which build on the foundation for our
future," said Maxine Clark, Build-A-Bear Workshop's "chief executive bear."

UBS Cutting 10,000 Jobs
UBS is accelerating its plans to cut costs by further sharpening its focus in investment banking by concentrating
on its traditional strengths in advisory, research, equities, FX and precious metals and by exiting business lines,
predominantly those in fixed income that have been rendered uneconomical by changes in regulation and
market developments.
UBS will reduce costs significantly by cutting 10,000 employees. By 2015, UBS is likely to have a headcount of
around 54,000.
Of those being let go, about 4,500 of them will be in London and 3,000 in the U.S. About 2,500 positions are
being eliminated in Switzerland, where UBS is based, according to UBS.
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About 5,500 of the layoffs will be in the back office and 2,000 will be in the front office including investment
bankers. It is unclear where the rest of the cuts will be.
"The strong progress we have made over the last 12 months allows us to begin implementing this next phase of
our strategy," said Sergio P. Ermotti UBS Group CEO." We are ahead of schedule in our plans to build additional
capital strength and reduce both costs and risk-weighted assets."

Navistar To Close TX Plant; Layoff 900
Navistar International Corp. intends to close its Garland, TX, truck manufacturing operation as part of its efforts
to reduce costs and optimize its manufacturing footprint.
Navistar intends to cease operations at the Garland facility by the first half of 2013.
"Closing a facility is always difficult because of its impact on the many great people who've been part of our
company," said Troy Clarke, Navistar president and COO. "But the fact is that Navistar has too much
manufacturing capacity in North America and we must take quick action to improve our business and position the
company for long-term success."
The Garland facility currently employs approximately 900 salaried, hourly and third party temporary workers.
Truck volume now produced at Garland will transition to other North America operations that currently build
similar models beginning in January 2013.
Once completed, the Garland closure is expected to reduce Navistar's operating costs by $25 million to $35
million annually.

Facility Closures & Downsizings
Company
Ricoh Americas
Maxum Petroleum
SunStream Inc.
CCS Medical
Kmart Store
Van Ru Credit Corp.
Kmart Store
Sears Holdings
PDM Bridge
Kmart Store
Transamerica Life
Insurance
US Foods, Inc.
United Space Alliance
Amsted Rail Inc
Sinful Colors
Human Genome Sciences
TE Connectivity
Embassy Suites
Skillsoft
Ryder
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Address
115 Glastonbury Blvd.
20 Horseneck Lane
The Resort at Marina Village,
5951 Silver King Blvd.
14255 49th St., N., Suite 301
4645 Blanding Blvd.
8550 Ulmerton Road., Suite
225
1000 Missouri Ave.
9405 W. Colonial Drive
211 Comfort Road
4211 Mobile Highway
570 Carillon Pkwy
3031 N. Rocky Point Drive,
W.
1102 John Glenn Blvd.
4831 Hohman Ave.
10721 Tucker St.
14200 Shady Grove Road
1187 Park Place
1701 E. 12th St.
5500 Glendon Court, Suite
200
6200 Commerce Center Drive

City
Glastonbury
Greenwich

State
CT
CT

Closure
or
Layoff
Layoff
Closure

Cape Coral
Clearwater
Jacksonville

FL
FL
FL

Largo
Largo
Ocoee
Palatka
Pensacola
St.
Petersburg

No. of
Layoffs
57
64

Impact
Date
11/29/2012
Immediately

Unknown
Unknown
Unknown

202
82
83

12/13/2012
12/3/2012
1/20/2013

FL
FL
FL
FL
FL

Unknown
Unknown
Unknown
Unknown
Unknown

66
52
87
36
69

12/31/2012
1/6/2013
1/23/2013
12/10/2012
1/20/2013

FL

Unknown

96

1/2/2013

Tampa
Titusville
Hammond
Beltsville
Rockville
Shakopee
Cleveland

FL
FL
IN
MD
MD
MN
OH

Unknown
Unknown
Layoff
Closure
Layoff
Unknown
Closure

25
304
94
117
97
150
108

1/4/2013
12/7/2012
12/17/2012
1/1/2013
12/15/2012
11/14/2012
12/10/2012

Dublin
Groveport

OH
OH

Closure
Closure

75
57

12/5/2012
12/17/2012
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Company
Exel Inc.
Morton Salt
Elder-Beerman
M & M Restaurant Supply
Rubbermaid
Boise White Paper
Strayer University
Money Mailer

Address
6700 Port Road
5200 Headlands Road
1475 Upper Valley Pike
1015 New York Ave.
999 Akron Road
1300 Kaster Road
14200 Park Meadow Drive
221 Progress Way

Kurz-Kasch
Draper Valley Holdings

1222 Seymour Drive
600 SW 7th St.
300 N. Executive Drive, Suite
300
1850 Ludden Drive
N90 W14600 Commerce
Drive
4747 S. Howell Ave.

APS Healthcare
Allstate Insurance
Silgan Containers
Milwaukee Wyndham

City
Groveport
Painesville
Springfield
Toledo
Wooster
St. Helens
Chantilly
Franklin
South
Boston
Renton

State
OH
OH
OH
OH
OH
OR
VA
VA

Closure
or
Layoff
Closure
Layoff
Closure
Closure
Closure
Layoff
Closure
Closure

VA
WA

Closure
Layoff

59
66

12/14/2012
12/7/2012

Brookfield
Cross Plains
Menomonee
Falls
Milwaukee

WI
WI

Layoff
Closure

133
214

Immediately
12/31/2012

WI
WI

Layoff
Closure

38
133

12/1/2012
12/22/2012

No. of
Layoffs
102
44
40
105
62
106
61
72

Impact
Date
1/1/2013
10/15/2012
1/13/2012
12/9/2012
12/21/2012
12/31/2012
12/14/2012
1/30/2013

Less-Big Boxes, or the Ongoing Evolution of Retail
By Ryan McCullough
Big box retailers have reacted to ecommerce's rise by going on a diet.
Where once these category killers built
market share by stocking the widest
selection onsite, provisioning of noncore goods has since been largely
relegated to the Internet. Leaner
inventories have in turn led to smaller,
more efficient stores.
Exhibit 1 shows just how much smaller
stores are getting. In 2007, the average
Office Depot was 24,400 SF. In 2011,
Office Depot's average new lease was
just 18,000 SF, a decrease of 26%. This
is by no means an isolated example;
nearly every sampled big box retailer
was following a similar downsizing
trend.
Smaller stores have been partially
responsible
for
the
below-trend
aggregate demand growth of the past
few years. However, they have also
opened the door to opportunity for investors. Big box retailers have increasingly been using their slimmed-down
profiles to fit into smaller urban floor plates, allowing them to chase the superior density and spending growth of
many downtown markets. This provides urban shopping centers with a wider potential tenant base and a hedge
against online competition—a winning combination for core investors!
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Diebold: Spending for New Global Headquarters Better Spent Elsewhere
Diebold Inc. is suspending indefinitely its plans to construct a new global headquarters facility in the
Akron/Canton, OH, region. The company is instead focusing its resources and strategic direction on generating
long-term, sustainable growth, using its assets to capitalize on acquisitive opportunities and invest in
technologies and services that will help grow the business.
[See more headquarters property news here. Also: CNN's Washington HQ Trades for $107 Mil.; Mobile
Payment Firm Square Leases 246,078 SF; Splendid, Ella Moss Relocating HQs to Alameda Square; and news
of: Alterra, Bloomsbury Publishing, Extreme Networks, Medidata, Valspar and more]
The company said it has no plans to pursue new construction options for its global headquarters facility, either in
Ohio or elsewhere, and is committed to remaining in its current location in Green, OH. Diebold will decline the
various state and local financial incentives it was previously offered, thus allowing those assets to be redirected
to other programs that will benefit our state and region.
"As we've been analyzing our near- and long-term growth priorities, it has become clear that investing more than
$100 million in a headquarters facility is not economically feasible given the other priorities for the business at
this time," said Thomas W. Swidarski, Diebold president and CEO officer. "We have tremendous opportunities
for growth, both through acquisition and organic means. Therefore, we must ensure that we maintain adequate
capital flexibility to take advantage of these prospects that will position us for long-term growth."
The recently announced acquisitions of logical security and services businesses in Brazil and Turkey, as well as
needed spending on IT and services infrastructure, software and global shared services, represent the kinds of
investments Diebold is making to grow the company and build a solid foundation for the future.
Instead Diebold, said that during the next several years, it will make investments to update and enhance the
company's existing corporate headquarters in Green and other facilities it occupies in the surrounding area to
create a more sustainable, satisfying work environment for its associates.
"We remain firmly committed to our associates, our community and the State of Ohio," Swidarski added. "We will
appropriately spend on our current headquarters in the City of Green and our other Northeast Ohio facilities. Our
intent is to solidify our presence in this region as we invest in growing our business globally – and continue to
make a significant economic contribution to the state."
On April 2011, Diebold announced its plans to construct a new, consolidated corporate campus which would
form an expanded global headquarters in the Akron/Canton region. In January 2012, the company announced
that it chose a 55-acre site on the Union Square property in Green as its preferred site.
Diebold currently employs approximately 2,000 associates in Northeast Ohio with an annual payroll of about
$130 million. The company maintains seven facilities in the Akron/Canton region.

Crescent Acquires 993-Acre Homesite in Houston
Crescent Resources, LLC has acquired 993 acres in northeast Houston where it plans to develop a masterplanned community that will have up to 2,259 single-family homes, 540 apartments, plus 50 acres for retail and
commercial uses.
The property is 10 miles east of the George Bush International Airport and 25 miles northeast of the central
business district in Houston and three miles south of the Atascocita Town Center.
Development is slated to begin next year, pending approvals, with the first phase of single-family homesites
complete in mid-2014.
Crescent Resources has also developed the Twin Creeks County Club and Rough Hollow, both near Austin.
Earlier this month, in partnership with Dallas-based Taylor Duncan Interests, Crescent acquired 250 acres for a
new single-family residential community in Oak Point, Texas, just north of Dallas.
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"This acquisition is the culmination of an extensive search for the right opportunity to introduce Crescent
Resources' residential division to Houston," said Andy Carmody, president of the residential division for Crescent
Resources. "Along with our existing interests in Austin and Dallas, we now have significant residential positions
in three of the four major markets in Texas."
Founded in 1969 and based in Charlotte, NC, Crescent Resources is one of the largest real estate development
firms in the U.S. focusing on markets in the Southeast and Texas. Currently, Crescent has 21 communities and
seven multifamily projects with 2,200 units under development and an additional 2,900 multifamily units in
predevelopment. The company owns more than 75,000 acres of land, including 1,400 acres zoned for a variety
of commercial uses.

Penn Regulators Close NOVA Bank; FDIC Acquires All Assets
After failing to find a buyer for NOVA Bank in Berwyn, PA, the Federal Deposit Insurance Corp. (FDIC) approved
the payout of the insured deposits of the bank.
As of June 30, 2012, NOVA Bank had $483 million in total assets.
The FDIC will retain all the assets from NOVA Bank for later disposition. Among the assets acquired were
foreclosed commercial real estate properties totaling $1.2 million in book value and $27.6 million in delinquent
CRE loans.
The FDIC estimates that the cost to its Deposit Insurance Fund (DIF) will be $91.2 million.

Leverage the Reach and Impact of Watch List for your Advertising Needs
Watch List reports on the latest on every aspect of real estate: banks, finance, forecasts, securitization,
corporate expansions and downsizing by calling on the knowledge and experienced advice of its more than
90,000 senior-level industry readers. In this way, veteran journalist Mark Heschmeyer has created a way for the
“gold standard” of industry professionals to be engaged in the news. As a result they are more than readers—
they are participants and consider this product “a critical piece of their corporate intelligence.”
The newsletter format is designed for our industry’s mobile audience. Quick access to editorial and ad links are
available in an easy-to-read format on mobile devices and full-color photos and space ads are used in the
downloadable PDF.
This is the industry’s most widely circulated publication and is also the most affordable. Full-page, color ads start
as low as $1,000…that’s 75% less than other leading trade publications with 22x more readers!
If you are ready to put Watch List to work for you, email Mark Heschmeyer or call us TODAY at 330-646-4083.
Limited ad space available.

THE WATCH LIST NEWSLETTER

15

