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Sequestration: What Me Worry? 
Political Fears More Prominent Than CRE Fears 

As the gridiron and election seasons converge this fall, the issue of sequestration has become a major political 
football. However, it's too early in the game to discern what impact a scheduled $1.2 trillion in federal 
government spending cuts scheduled to kick in next January in the absence of a passed national budget might 
have on commercial real estate. 
 
Intended more or less as a legislative pact of mutual self-assured destruction, Congress mandated the forced 
spending cuts to kick in next year if it and the executive branch fail to approve a new spending plan by the end of 
2012. 
 
As far as the CRE industry is concerned, the potential impact from the cuts appears to be just another in the long 
list of economic uncertainties that has been hindering a full recovery, according to a recent survey of CoStar 
News readers.  
 
The informal survey of more than 800 readers asked them how much is the issue of looming budget cuts 
hindering corporate real estate decisions and are firms waiting for a clearer signal before making expansion, 
relocation or spending decisions.  
 
While most said they believe the impact on deals was minimal, perhaps not surprisingly for such a politcal hot 
button, many of those surveyed voiced strong opinions on the issue. 
 

MARK HESCHMEYER, EDITOR WWW.COSTAR.COM AUGUST 23, 2012 

mailto:mheschmeyer@costar.com
http://www.costar.com/news/
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One commonly expressed opinion was that: "Sequestration is just part of the much larger problem of a Congress 
caught in yet another Kabuki dance with the national budget. A poll of real estate investors would probably not 
identify sequestration itself as a major issue regarding future real estate investments but instead would focus on 
a lack of faith in Congressional action." 
 
As to the topic of CRE impact, there was not much verifiable or anecdotal evidence that the uncertainty of 
sequestration is having any immediate wide impact on CRE. 
 
"Aside from investor hesitancy due to the upcoming election and the specter of another four years of anti-
business legislation, there is also quite a bit of hesitancy from both investors and employers regarding the issue 
of sequestration, especially in markets that are heavily reliant upon DOD [Department of Defense] spending and 
employment," said Christian G. Waller, commercial sales-leasing with Thalhimer in Fredericksburg, VA. "The 
sequestration issue has been in the public realm since early this year, but the press didn’t really seize upon it 
until the past month or so. Now it’s one of the hottest topics around in those markets that are heavily dependent 
upon DOD activity." 
 
Douglas T. Linde, president of Boston Properties, did say the impact was dampening demand for space in his 
quarterly earnings conference call earlier this month, particularly as it relates to the REIT's Washington, DC, area 
properties. 
 
"The unknown impact of the deficit reductions and spending changes and as well as the presidential election 
have really created a pretty soft demand environment," Linde said. "I think the one thing people talk about but 
don't like to sort of mention too loudly is the hypothetical impact of sequestration, which is the automatic budget 
cuts on the federal jobs, because we don't really know what it means. But we know that it would have a severe 
negative impact on the DC economy." 
 
However, Linde added, "But I think there is consensus that we're not going to hopefully get to that point." 
 
Chris van Heerden, director of CMBS and real estate research at Wells Fargo Securities, pointed out that 
sequestration cuts aren't the only defense cuts coming in the Washington DC metro area. "Looming defense 
spending cuts threaten to jeopardize defense contracts for the myriad of contractors in locations across the 
United States, leading to lease terminations," van Heerden noted. 
 
Those potential changes are in addition to those resulting from the 2005 Base Realignment and Closure Act 
(BRAC) initiative to realign DoD agencies out of leased space. 
 
"It is important to realize that BRAC move-outs are likely to increase vacancies throughout specific submarkets in 
Arlington and Alexandria, leading to overall softer leasing conditions in suburban Virginia, which can adversely 
affect non-BRAC’d buildings," van Heerden noted. 
 
Craig L. Martin, president and CEO of Jacobs Engineering Group, probably put the whole topic in context best in 
his quarterly earnings conference call. 
 
"My fundamental belief is that sequestration won't happen because we can't afford it as a country. But having 
said that, there is the risk that it will happen, and we've been looking pretty hard at what the impacts of that might 
be on the business," Martin said. 
 
And what did Martin conclude? 
 
"The biggest problem we have here is the unpredictability of what it means, and we’re well positioned as a 
company to take different strategic directions depending on what happens and to react to that fairly quickly," 
Martin said. "I think we’re being thoughtful about [sequestration] but it's one of those things where you take care 
of today and tomorrow will take care of itself." 
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Your Partner for CMBS Restructure Success! 

 

June Swoon: CRE Pricing Recovery Hits Soft Patch 
By: Randyl Drummer 
While high-end properties continued to shine, the first half of 2012 ended on something of a flat note overall for 
commercial real estate, with uncertainty over the direction of the economy exacting a toll on property pricing 
gains and weakening fundamentals. 
 
The most recent CoStar Commercial Repeat Sale Indices (CCRSI) report shows weaker investor demand across 
most property types in June, with pricing for higher-quality investment-grade property holding its ground but 
eroding for less-expensive holdings as investors returned their focus to the relative safety of the best assets in 
core markets. 
 
In the second quarter as a whole, demand for space also weakened across most property types, in line with 
slowing global economic growth. Even so, the U.S. Value-Weighted Composite Index held its ground for the 
month of June despite lower leasing levels, while the U.S. Equal-Weighted Composite Index edged downward 
slightly. For the whole quarter, both indices rose by 2% and remained within 150 basis points of their cyclical 
peaks. 
 
The investment-grade market segment reversed the price loss seen in May 2012 and advanced by 1.5%. The 
Investment Grade Index posted the highest quarterly growth among the four major CCRSI segments in the 
second quarter and remained 4.8% above year-ago levels, despite a 2.5% cumulative loss since the beginning 
of the year. 
 

http://bit.ly/KCNHk0
mailto:rdrummer@costar.com?subject=June%20Swoon
http://bit.ly/KCNHk0
http://bit.ly/KCNHk0
http://bit.ly/KCNHk0
http://bit.ly/yKKypm
http://bit.ly/wn9ECn
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The Equal-Weighted General Commercial Composite Index fell by 2% in June due to the effect of the softer 
economy on pricing. The index had steadily recovered since the beginning of 2012 but demand weakened during 
the second quarter and began to erode pricing -- an indication that investors appear to be pivoting from lower-
priced property, which entails higher risk, to higher-quality property or other investment options. The index 
nevertheless closed the first half year of 2012 a full 2% above January levels. 
 
CoStar Group this month released a new metric in this month's CCRSI report called the CCRSI Prime Market 
Index, which includes analysis of pricing in certain prime U.S. markets by property type for the first time. In 
further evidence of the investor flight to safety, all prime market indices showed value gains, with prime retail 
markets posting the largest increase among all property types, according to the Prime Market Index, which 
replaces CoStar's Top 10 Markets Index. 
 
In some good news, distress continued to abate. Only 18.6% of trades recorded by CoStar in June were 
distressed, notably lower than the 28.8% observed over the past three years. 

APARTMENT: STILL LEADING THE PACK 

The run-up in multifamily pricing continued in the second quarter. Apartments have led the recovery among all 
major property types in timing and magnitude, and the Multifamily Index has grown a cumulative 24.33% from 
the trough through the first half of 2012, putting the sector closest to its 2007 peak. 
 
The retail sector had suffered steep price losses since 2007 due to curtailed consumer spending. After four 
years, however, retail property is finally seeing the glimmer of recovery. 
 
Pricing for the sector, despite continued investor caution, posted 3.7% average quarterly growth over the first six 
months of 2012. After bottoming in June 2011, the retail property sector has since advanced by 10.1%. 
 
The pace of U.S. office recovery has moderated, with unemployment ticking up during the second quarter and 
the European debt crises creating more uncertainty. The Office Index for June reflected those fears, with only 
modest pricing growth of 1.7% over year-ago levels. 
 
The Industrial Index, alone among the major property sectors, recorded a pricing loss in the second quarter. To 
date, the recovery among industrial market fundamentals has centered on big-box distribution facilities in primary 
logistics hubs. 
 
But that investment activity has not translated into enough value growth to lift the overall Industrial Index, which 
declined by 1.7% in the second quarter, reaching its lowest level since 2003. 
 
However, the Hospitality Index saw a promising bump in pricing in the second quarter. Hospitality has been slow 
to recover since suffering the steepest overall price losses among the primary sectors. 
 
With average room rates rising in most markets, hotel properties are becoming a much more desirable asset 
class among investors, however. The index has recovered by a cumulative 13.2% since the beginning of 2012. 
 
Land prices continued to erode, reflecting the general aversion to development at this time. 

BY REGION, WEST IS BEST 

Among the CCRSI's four major U.S. regions, the West Composite Index turned in the strongest quarterly 
increase with a 5.5% pricing gain in second-quarter 2012, based mostly on very strong increases in the 
multifamily and retail property sectors. Through the first half of 2012, the West rose by a cumulative 11.4%. 
 
The Northeast Composite Index also saw strong pricing gains as the second-best performing region in the 
second quarter. After bottoming two years ago, Northeast commercial property pricing has risen by a cumulative 
16.6%. All major property sectors except industrial have experienced pricing recovery, putting this region closest 
to its peak level. 
 
The Midwest and South Composite Indices main near the trough of their pricing cycles. Prices in both regions did 
not change significantly from the same period last year. Contrarily, in the Midwest region, the industrial sector 
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was the only sector with positive quarterly gains, while in the South region multifamily and office sectors posted 
only modest positive gains. 

PRIME RETAIL MARKETS SHOW SOLID INCREASE 

While all property types showed gains in CoStar's new CCRSI Prime Market Index, prime retail markets showed 
the strongest increase, with pricing of shopping centers and other retail property in the prime markets appearing 
to have finally entered recovery. 
 
The Prime Industrial Markets Index rose 5.4% during the second quarter reflecting the outsized investor interest 
in big-box distribution centers in major logistics hubs. The overall U.S. Industrial Index of all U.S. industrial 
property, by contrast, retreated in the second quarter, suggesting that prices remain bifurcated by asset class. 
 
Pricing in prime office markets ended the first half of 2012 on a positive note after retreating slightly in the first 
quarter. Despite an overall decrease in office pricing and transaction volume for the U.S. as a whole at midyear 
2012, these metros, primarily coastal gateways, continued to attract investor interest with their stronger 
economic activity and supply constraints. 
 
Likewise, prime multifamily markets - which have led the recovery of all commercial real estate - again registered 
pricing gains in the second quarter after retreating in the first three months of 2012. Prime multifamily rose by a 
cumulative 35.7% through the first half of 2012, placing it the closest since the trough of the downturn to its peak 
2007 level. 

Tranzon Auction: 7-Bay Car Wash 

 

http://bit.ly/TVd8T2
http://bit.ly/TVd8T2
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Gramercy To Re-Acquire a Large Portfolio of Bank of America Offices 
Gramercy Capital Corp. (NYSE:GKK) has formed a joint venture with an affiliate of Garrison Investment Group 
and struck a deal to re-acquire full ownership of 115 office buildings from an affiliate of KBS Real Estate 
Investment Trust. 
 
The purchase price for the portfolio is $470 million in cash plus six million shares of Grammercy Capital stock 
valued at $15 million to be issued to KBS at closing. 
 
The portfolio was previously part of the company's Gramercy Realty division, which agreed to transfer ownership 
of 576 bank branch properties and 291 office buildings to its mezzanine lenders -- Goldman Sachs Mortgage 
Co., Citicorp and KBS Debt Holdings LLC, which together held a combined $549.7 million senior and junior 
mezzanine loans on the properties. 
 
The portfolio, which totals 5.6 million square feet, is 81% leased to Bank of America carrying a term ending in 
June 2023. Total portfolio occupancy equals 88%. The projected 2012 net operating income for the portfolio is 
$41.5 million. 
 
Gramercy expects the joint venture to leverage the portfolio with 55% to 60% mortgage financing, and also 
expects to sell some of the assets with the objective of arriving at a core portfolio of primarily single-tenant 
properties subject to a long-term lease with Bank of America. 
 
"This transaction presents Gramercy with an opportunity to buy a high quality office portfolio primarily leased to 
Bank of America for $87 per square foot with a 10.9-year remaining lease term and an initial capitalization rate of 
8.5%," said Gordon F. DuGan, CEO of Gramercy Capital. 
 
The acquisition is expected to close in the fourth quarter of 2012. 

Health Care REIT Acquiring $1.9 Bil. Senior Living Portfolio 
Health Care REIT Inc. will acquire all of the outstanding common stock of Sunrise Senior Living Inc. for $14.50 
per share in an all-cash transaction. The purchase price reflects a real estate value of $1.9 billion, of which $950 
million will be paid in cash and the balance through the assumption of debt at an average interest rate of 
approximately 4.9%. 
 
Health Care REIT will acquire Sunrise’s 20 wholly owned seniors housing communities and Sunrise’s interest in 
joint ventures that own 105 seniors housing communities. The 20 wholly owned communities are located in the 
U.S. (17) and Canada (3), while the joint venture communities are located in the U.S. (78) and the United 
Kingdom (27). 
 
The communities have a median age of eight years, and 90% of the communities are Sunrise’s "mansion" 
prototype. The portfolio is concentrated in New York, Los Angeles, San Francisco, Washington, D.C., 
Philadelphia, Boston, Chicago, and London. Approximately 50% of the properties are located in top five 
metropolitan statistical areas and 85% of the properties are in top 20 MSAs within their respective countries. 
 
The acquisition includes a real estate pipeline of more than $2 billion that could be realized over time by 
purchasing additional interests from existing Sunrise joint venture partners. 
 
At the time of acquisition, Health Care REIT expects to own on average an approximately 28% interest in the 
105 joint venture communities. Of the 105 joint venture communities, 37 have purchase options that are 
exercisable in 2013, 13 have purchase options that are exercisable in 2014, and 21 are subject to open buy/sell 
rights that could result in Health Care REIT acquiring a 100% ownership interest. 
 
Goldman Sachs and KeyBanc Capital Markets served as financial advisors for Health Care REIT, and Wachtell, 
Lipton, Rosen & Katz as legal advisor to Sunrise.   
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Fannie and Freddie To Step Up Disposal of Investment Portfolios 
The U.S. Department of the Treasury took further steps this week to expedite the wind-down of Fannie Mae and 
Freddie Mac. 
 
The agreements require an accelerated reduction of Fannie Mae and Freddie Mac’s investment portfolios. Those 
portfolios will now be reduced at an annual rate of 15%- an increase from the 10% annual reduction required in 
the previous agreements. 
 
As a result of this changes, the GSEs’ investment portfolios must be reduced to the $250 billion target set in the 
previous agreements, except four years earlier than previously scheduled. 
 
The agreements also require that each submit a plan to Treasury on its actions to reduce taxpayer exposure to 
mortgage credit risk for both its guarantee book of business and retained investment portfolio. 
 
In addition, instead of turning over 10% of their profits as dividend payments to the Treasury on its preferred 
stock investments, Fannie Mae and Freddie Mac now must return all profits to Treasury. 
 
Both government sponsored entities returned to profitability this past quarter as housing prices have started to 
recover. 
 
The faster reductions in the two entities' retained mortgage portfolio was heralded by Edward J. DeMarco, acting 
director of the Federal Housing Finance Agency (FHFA), the conservator of Fannie Mae and Freddie Mac. 

Texas Retirement Fund Expanding Private Real Estate Investments 
The $22.1 billion Employees Retirement System of Texas is setting up to increase its holdings in private real 
estate holdings. 
 
The fund's $1.1 billion real estate portfolio is comprised of publicly traded real estate securities (REITs/REOCs) 
and private real estate investments. The amount represents about 5% of total assets. 
 
Investments in REITs make up $460 million of the total while private real estate is valued at $650 million. This 
mix will change as more money is committed to private real estate investments as the fund seeks to increase its 
overall investments in real estate to 8% of total assets in the next three years. 
 
The combined real estate portfolio returned 8.2% for fiscal year 2012 through June 30, 2012. REITs returned 
8.5% while the private real estate portfolio generated an internal rate of return of 9% net of fees, according to a 
report presented to the fund's Investment Advisory Committee and Board of Trustees this week. 
 
The target for fiscal year 2012 (ending Sept. 30) real estate commitments is $450 million with an upper range of 
$600 million. Through June 30, 2012, commitments made for fiscal year 2012 stand at five deals totaling $385 
million with a total of $283 million in capital called. It is expected that another two deals totaling $100 million in 
commitments will be made before fiscal year end. 
 
The fund also is now at a point of needing another portfolio manager to ensure the real estate program can 
continue to expand its CRE investments and monitor existing funds. 
 
ERS' three current largest private real estate investments are as follows each with commitments of $125 million. 

 TCAM Core Property Fund; 

 Prudential US Real Estate Debt Fund; and 

 ProLogis Targeted U.S. Logistics Fund. 
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Will Fall-Off In CMBS Loan Modifications Shake Up Special Servicers? 
The number of CMBS loan modifications and liquidations has declined compared to 2011, but the fall-off in 
modifications is far outpacing the decline in liquidations. As a result, the liquidation-to-modification ratio for 2012 
is currently around 4:1 versus 3:1 for 2011. 
 
Through July 2012, Wells Fargo Securities LLC Structured Products Research identified 190 modifications and 
853 liquidations, compared to 355 modifications and 1,075 liquidations for the same period in 2011. 
 
There also continues to be a substantial gap in terms of average loan size for liquidations and modifications. 
Smaller loans are getting liquidated, while the larger ones are being modified. 
 
In 2012, the average size of liquidated loans has been about $9.5 million compared to $37 million for modified 
loans. 

SPECIAL SERVICER SHAKE-UP COMING? 

Among the special servicers, LNR continues to have the highest liquidation-to-modification ratio at almost 11:1. 
LNR's liquidation-to-modification ratio has increased considerably since Wells Fargo last reviewed special 
servicers in July 2011. At that time the ratio was 6.5:1. 
 
LNR remains an active user of the loan-sales market as a means of quickly disposing of non-performing loans. 
LNR also has the highest average loan size for modified loans, at $93.3 million, and one of the highest average 
loan sizes for liquidated loans, at $11.7 million. 
 
LNR is currently being offered for sale. As LNR is such a large part of the current special servicing universe, a 
sale could significantly affect loan resolutions going forward, depending on the ultimate buyer, according to Wells 
Fargo's analysis. 
 
After LNR, Berkadia has the next-highest liquidation to modification ratio, at 6:1, which is up from 5:1 at the time 
of Wells Fargo's previous analysis. Given that Berkadia is the special servicer for a more seasoned portfolio of 
transactions, liquidation often makes more sense than modification, Wells Fargo reported. 

REIT Fundraising Up 12% So Far This Year 
U.S. equity REITs have raised $35.27 billion in 2012 through Aug. 10, $3.82 billion more than the $31.42 billion 
raised in the prior-year period, according to a new report from SNL Financial. 
 
REITs are showing more of a preference for preferred equity this year over last year. As of Aug. 10, common 
equity deals accounted for $14.72 billion of gross capital offerings, senior debt totaled $13.53 billion and 
preferred equity totaled $7.02 billion. In the prior-year period, common equity offerings totaled $17.93 billion, 
senior debt reached $10.30 billion and preferred equity accounted for $3.19 billion. 
 
By sector, health care REITs had raised the most capital with $7.7 billion. Retail REITs ranked second with $7.61 
billion. 

Sustainable Housing Recovery May Be Underway 
The U.S. housing market has experienced several false starts toward recovery since its bubble burst in 2006. But 
according to the latest Sector Focus commentary from Turner Investments, a true recovery now seems to be 
underway, which should lead to superior earnings growth for select home builders. 
 
Titled Home builders lay foundation for housing recovery, the piece was written by the five Turner analysts who 
cover the financial-services sector: Pablo Echavarria, global security analyst; David Honold, portfolio 
manager/global security analyst; Sorin Roibu, global security analyst; Mark Turner, president and senior portfolio 
manager; and Rick Wetmore, portfolio manager/global security analyst. 
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The analysts point to rising levels of new-home demand, home prices, home construction, and home builders' 
confidence as signs of an improving housing market. The analysts don't rule out a few more stumbles along the 
way, but they also note that since "the residential real-estate market had been so depressed for so long, even 
small improvements could spell outsized earnings growth for home builders." 
 
And according to Fannie Mae Chief Economist Doug Duncan, in contrast to an otherwise dim economy, the 
broad housing outlook has stayed generally positive. 
 
"The expected increase in home sales in 2012 over 2011 remains steady at approximately 9% and home price 
expectations for the remainder of the year are now trending upward," according to Duncan's outlook released 
this week. "Inventories have dropped significantly during the past 12 months, and the resulting tighter supply has 
helped boost homebuilding activity in some areas." 
 
"Overall, residential investment is expected to contribute approximately 0.2 percentage points to real GDP in 
2012 – the first annual contribution since 2005," he said. "However, despite many positive indicators across the 
housing sector, any growth is likely to keep a modest pace due to other factors, including tight credit standards 
and an elevated level of foreclosures facing the market in the coming years." 

Watch List: GIC Picking up 4 Resorts Out of Bankruptcy 
Information for these listings was provided by Trepp LLC, an industry leader in providing surveillance data on loan and 
commercial real estate performance underlying the CMBS market and CoStar Group. 

Property Name Address 
Property 
Type Cur. Bal. 

CMBS; 
Special 
Servicer Comment 

The Grand 
Wailea Resort 
Hotel & Spa 

3850 Wailea 
Alanui Drive, 
Wailea, HI Lodging $857,655,384 

COMM 2006-
CNL2; LNR 
Partners 

Winthrop Realty Trust and Paulson 
& Co. Inc. have agreed to sell four 
luxury U.S. resorts to major 
creditor Government of Singapore 
Investment Corp. for $1.5 billion, 
Bloomberg News reported. 

La Quinta 
Resort & Club 
and PGA West 

49-499 
Eisenhower Drive, 
La Quinta, CA Lodging see above see above see above 

Arizona 
Biltmore 
Resort & Spa 

2400 E. Missouri, 
Phoenix, AZ Lodging see above see above see above 

The Claremont 
Resort & Spa 

41 Tunnel Road, 
Berkeley, CA Lodging see above see above see above 

575 Lexington 
Avenue 

575 Lexington 
Ave., New York, 
NY Office $128,546,777 

BofA 2007-1; 
CWCapital 
Asset 
Management 

CIBC, Blackstone agreed to 
provide $260 ml. of floating-rate 
debt to finance Normandy Partners 
and NY Life’s acquisition of 575 
Lexington, Commercial Mortgage 
Alert reported. 

Metropolitan 
Square 

211 N. Broadway, 
St. Louis, MO Office $124,675,394 

Wach 2005-
C21; LNR 
Partners 

Transferred to special servicing for 
imminent default. Loan was 
previously modified in 2010 when 
last in special servicing. 

Summit Office 
Campus 

777 NW Blue 
Pkwy and 800 NW 
Chipman Road, 
Lees Summit, MO Office $120,000,000 

BofA 2007-5; 
C-III Asset 
Management 

Transferred to special servicing for 
imminent default 

Allanza at the 
Lakes 

8600 Starboard 
Drive and 3001 
Lake East Drive, 
Las Vegas, NV Multifamily $85,000,000 

CS 2007-C5; 
C-III Asset 
Management 

Transferred to special servicing for 
imminent default. Loan was 
previously modified in 2010 when 
last in special servicing. 
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Property Name Address 
Property 
Type Cur. Bal. 

CMBS; 
Special 
Servicer Comment 

Millennium in 
Midtown 

10 10th St., 
Atlanta, GA Office $71,483,928 

GS 2006-GG6; 
Torchlight 
Loan Services 

Transferred to special servicing for 
imminent default. Loan was 
previously modified in 2010 when 
last in special servicing. 

Palm Beach 
Mall 

1801 Palm Beach 
Lakes Blvd., West 
Palm Beach, FL Retail $43,596,522 

JPM 2003-
PM1; Orix 

The Palm Beach Mall has been 
sold, although $43 million of the 
original $54 million loan balance 
remains outstanding with no 
collateral backing the loan. Fitch 
Ratings is in ongoing discussions 
with ORIX as the special servicer 
regarding the workout of this loan. 
The Fitch said it believes that the 
current situation lends itself to a 
potential conflict of interest and it 
will be an item of discussion at an 
upcoming on- site review of ORIX’s 
servicing operation. 

Kimco PNP - 
Rainbow 
Promenade 

2001-2351 
Rainbow Blvd., 
Las Vegas, NV Retail $37,900,000 

JPM 2006-
LDP9; LNR 
Partners 

Transferred to special servicing for 
imminent default. Loan was 
previously modified in 2010 when 
last in special servicing. 

Loans and Properties Under Surveillance 

 

http://bit.ly/t0dxKa
http://bit.ly/t0dxKa
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Acadia Realty Trust Closes Fourth Fund with $541 Mil. 
Acadia Realty Trust closed on its Acadia Strategic Opportunity Fund IV, receiving total capital commitments of 
$541 million since its initial closing three months ago. With leverage, Fund IV has $1.5 billion of buying power. 
 
This is White Plains, NY-based Acadia's fourth in a series of institutional funds dedicated to making opportunistic 
and value-add investments in retail real estate. 
 
Similar to its predecessor funds, Fund IV will target both single property and portfolio transactions in markets 
generally characterized by high barriers to entry, dense populations, and a constrained retail supply. 
 
Acadia received commitments from a diverse investor base including endowments, foundations, pension funds, 
investment management firms, and family offices. 
 
Acadia has committed $125 million (23%) of Fund IV's total capital commitments. 

Alex. Brown Realty Closes ABR Chesapeake Fund IV at $276 Mil. 
Alex. Brown Realty Inc. closed out its ABR Chesapeake Fund IV, a real estate investment fund targeting value-
add opportunities in the US mid-cap real estate market. 
 
Capital commitments to the Baltimore-based fund from U.S. investors totaled $276 million, exceeding the fund's 
original target. Fund investors include the West Virginia Investment Management Board, the Montana Board of 
Investments, Baltimore City Fire and Police, and other pension funds, endowments, foundations, family offices 
and high net worth investors. 
 
Allegro Advisors LLC assisted in the fund's capital raising efforts. 
 
The fund will invest in moderately-leveraged mid-sized properties and will focus on assets that require financial 
restructuring, recapitalization, redevelopment and/or repositioning. All acquisitions will be made through joint 
ventures with local operators. The fund's portfolio is expected to be well diversified, both geographically and by 
property sector. 
 
The fund expects to assemble a portfolio of 40 to 50 assets and has already acquired its first 10 assets, each 
representing an acquisition from a motivated lender or distressed property owner. With these 10 investments, the 
fund has deployed more than $44 million of equity in a portfolio initially valued at $124.4 million. 
 
The investment period for the fund will be completed by mid-2015. Typical asset holding periods will be between 
three and seven years, and the fund will self-liquidate as assets are sold. The fund has already liquidated two 
investments, producing very attractive returns. 

PREIT Raises $85 Mil. in Refi Proceeds 
Pennsylvania Real Estate Investment Trust closed on three non-recourse loans of $402 million at an average 
interest rate of 4.06%, generating excess proceeds of $85.3 million. 
 
The new loans replaced mortgage loan balances of $316.7 million carrying an average interest rate of 5.30%, 
 
"We have now addressed all of the company's debt maturities through June 2013 and have created a reduced 
base of long-term, fixed-rate interest costs from which to grow earnings," said Andrew Ioannou, PREIT's senior 
vice president – capital markets and treasurer. 
 
The company has completed $495.8 million of property-level financings to date in 2012, generating net proceeds 
of $102.9 million and a reduction in average interest rate of 129 basis points, from 5.54% to 4.25%. 
 
The respective loans are secured by Cherry Hill Mall, Cumberland Mall and Christiana Center. 
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Cherry Hill Mall in Cherry Hill, NJ, is a 1.3 million-square-foot super-regional mall with sales per square foot of 
$630 as of June 30, 2012. Cherry Hill Mall is anchored by Nordstrom, Macy's and JCPenney and underwent a 
comprehensive redevelopment and renovation in 2009, transforming the center into the premier shopping and 
dining destination in southern New Jersey. 
 
Cumberland Mall in Vineland, NJ, is a 944,000-square-foot regional mall anchored by JCPenney, Boscov's and 
Burlington Coat Factory with sales per square foot of $324 as of June 30. 
 
Christiana Center in Newark, DE, is a 303,000-square-foot power center anchored by Costco and Dick's Sporting 
Goods. 

Sabal Buys $69 Mil. Loan Portfolio from BB&T 
Sabal Financial Group LP acquired a $69 million loan portfolio from Branch Banking and Trust Bank (BB&T). The 
loan includes land and commercial real estate assets heavily concentrated in North Carolina and South Carolina 
with other assets in Florida, Alabama, Georgia, Maryland, Delaware and Pennsylvania. 
 
Pasadena, CA-based Sabal has been rapidly expanding its operating platform in response to the growing market 
for the sale of performing and non-performing loan portfolios and an increase in asset valuation assignments. 
 
"This brings our total number of assets under management to approximately $3.75 billion," said Pat Jackson, 
CEO of Sabal Financial Group. "The need for banks to clear their balance sheets remains strong." 

7-Eleven Buys 76 WV Area Locations 
7-Eleven Inc. closed a deal to acquire 74 operating convenience stores and two land parcels from Prima 
Marketing LLC, a 7-Eleven licensee with stores in West Virginia, Ohio, Pennsylvania and Kentucky. The bulk of 
the stores being purchased are in West Virginia. Terms of the deal were not disclosed. 
 
The acquisition includes all Prima company-operated stores, and employment offers were made for 700 store 
personnel and district managers, pending successful completion of pre-employment screenings and continued 
satisfactory performance. 
 
"This acquisition fits well with our accelerated growth strategy and gives us an opportunity to expand in the West 
Virginia market, building on our already strong mid-Atlantic presence," said Stan Reynolds, 7-Eleven Inc. 
executive vice president and CFO. "Eventually, it will also provide business opportunities to local entrepreneurs 
who would like to operate a 7-Eleven franchise." 
 
The purchase of these stores adds to 7-Eleven's goal of opening at least 630 new locations in 2012. 
 
NRC Realty & Capital Advisors LLC served as advisor to Prima Marketing. 

DineEquity Selling 65 Applebee's in Michigan 
DineEquity Inc., the parent company of Applebee's Neighborhood Grill & Bar and IHOP Restaurants, is 
continuing to divest of its company-owned restaurants. 
 
DineEquity entered into an asset purchase agreement with TSFR Apple Venture LLC for the sale of 65 
Applebee's company-operated restaurants in Michigan. TSFR Apple Venture is part of a family of Michigan-
based restaurant companies started in 1981 by the Schostak Family. 
 
After tis transactions closes, the Schostak Family will own, operate or have an investment in more than 160 
restaurants including fast food, family dining and casual dining and employ more than 4,000 people throughout 
Michigan. 
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The transaction for 65 Applebee's restaurants is expected to result in net proceeds after taxes of $61 million and 
reduce DineEquity's sale-leaseback related financing obligations by $38 million. The company expects to pay $9 
million related to the settlement of net working capital liabilities and deal costs. Additionally, the sale of these 
Applebee's company-operated restaurants will result in $2.6 million in annualized general and administrative 
savings. 
 
DineEquity has sold or entered into agreements for all of the 510 domestic Applebee's company-operated 
restaurants that were acquired in the acquisition of Applebee's in 2007, with the exception of 23 test market 
restaurants. Upon closure of the three pending refranchising transactions, which are expected in the third or 
early fourth quarter of 2012, DineEquity will have completed its transition to a 99% franchised restaurant system. 
This makes it unique in the full-service restaurant industry. 

Bennigan's Fast Tracks Franchise Roll Out in Deal with Brixmor 
Restaurant franchising company Bennigan's entered into a strategic partnership to add Bennigan's restaurants 
nationwide into Brixmor's portfolio of more than 620 shopping centers. 
 
The partnership will include positioning Bennigan's signs at select existing buildings and pad site locations within 
the Brixmor portfolio of shopping centers, promoting pre-approved restaurant space and franchise opportunities. 
 
The initial phase of the site selection and franchisee outreach campaign identified by Bennigan's and Brixmor are 
in Escondido, CA; Superior, CO; Charlotte and Greensboro, NC; Cinnaminson, NJ; James Island and 
Spartanburg, SC; Greeneville and Hermitage, TN; Austin, Frisco, Fort Worth and Pasadena, TX. 
 
The second phase to be rolled out as part of the program are properties in Aurora, CO; Royal Palm Beach, FL; 
Ann Arbor, MI; and Richfield, MN. 
 
"This exciting partnership with Brixmor will add tremendous velocity to our development program and will 
compress the time period from prospect inquiry to restaurant opening. We have selected a dozen high potential 
markets for Bennigan's growth and currently have 30 approved sites with signage about our unique offering," 
said Paul Mangiamele, Bennigan's president and CEO. "Through this program we've put together a full arsenal 
of weapons to set franchisees up for the path to success, and intend to revolutionize casual dining by being the 
first restaurant franchise to provide pre-approved space and financing upfront." 

Closures & Layoffs: Ball To Reduce North American Capacity 

Company Address City State 

Closure 
or 
Layoff 

No. of 
Workers 
Impacted 

Impact 
Date 

Tandet Center 146 W. Broad St. Stamford CT Closure Unknown 9/24/2012 

Honeywell Analytics 651 S. Main St. Middletown CT Closure 15 9/28/2012 

United Space Alliance 1102 John Glenn Blvd. Titusville FL Unknown 148 9/28/2012 

America's Body Co. 
(The Reading Group) 12875 Commodity Place Tampa FL Closure 40 9/8/2012 

Caremark 15800 S.W. 25th St. Miramar FL Unknown 178 10/12/2012 

Boys Town South 
Florida 

3111 South Dixie Highway, Suite 
200 

West Palm 
Beach FL Unknown 81 9/28/2012 

PEMCO World Air 
Services 4102 & 4220 N. Westshore Blvd. Tampa FL Unknown 474 8/1/2012 

Ball Metal Beverage 
Packaging Division 
Americas 5909 N.W. 18th Drive Gainesville FL Closure 127 12/31/2012 

Motorola Mobility 8000 W. Sunrise Blvd. Plantation FL Closure 170 8/31/2012 

Jewel-Osco Store 3535 S. Franklin St. 
Michigan 
City IN Closure 121 10/8/2012 

Federal Mogul 402 Royal Road 
Michigan 
City IN Closure 96 

4th Qtr 
2012 
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Company Address City State 

Closure 
or 
Layoff 

No. of 
Workers 
Impacted 

Impact 
Date 

Bank of America 11333 McCormick Road Hunt Valley MD Layoff 55 11/30/2012 

America's Body Co. 
(The Reading Group) 1 Acorn Drive 

Oakwood 
Village OH Closure 50 9/10/2012 

FirstEnergy 10 Erie Road Eastlake OH Layoff 80 9/1/2012 

TeleTech 1230 Park Ave. 
Amherst 
Township OH Layoff 247 9/15/2012 

Lipari Foods 1600 Gressel Drive Delphos OH Closure 9 9/15/2012 

Ball Metal Beverage 
Packaging Division 
Americas 350 McCormick Blvd. Columbus OH Closure 110 12/31/2012 

Ormet Primary 
Aluminum Corp. 43840 State Route 7 Hannibal OH Layoff 998 9/18/2012 

FirstEnergy 4701 Bay Shore Road Oregon OH Layoff 56 9/1/2012 

Goodrich Corp. - 
Landing Gear Facility 8000 Marble Ave. Cleveland OH Closure 238 9/18/2012 

Dayton Foods LP (Cub 
Food) (Lofino's Food 
Stores) 

8245 Springboro Pike; 6134 
Wilmington Pike 

Miamisburg; 
Dayton OH Closure 130 9/30/2012 

Masterbrand Cabinets 220 Mehler Lane Martinsville VA Closure 345 8/10/2012 

Federal Mogul 2410 Papermill Road Winchester VA Closure 129 10/12/2012 

Dove Vinyl Windows   Dublin VA Closure 52 8/13/2012 

Harland Clarke 
Holdings 300 Meridian Ave. East Milton WA Closure 35 10/10/2012 

Care Wisconsin 2917 International Lane Madison WI Layoff 30 10/2/2012 

InnoWare Paper W165 N5830 Ridgewood Drive 
Menomonee 
Falls WI Closure 100 10/14/2012 

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. 
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