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Where Have All the For-Sale Net Leased Properties Gone? 
Gone To Investors in Off the Market Dealmaking 

After a robust couple of years, investment sales activity for nearly every type of single-tenant property slowed 
considerably this past summer. 
 
Garrick Brown, Northern California Research Director for Cassidy Turley, who was among the first to spot the 
trend, reported on it this past week in Cassidy Turley's Single Tenant Net Lease Investment Overview Fall 2012. 
 
"By the close of the third quarter, it was apparent that deal velocity had simply slowed across the board and in 
virtually every region of the United States," Brown noted. "Though there is a natural lag time involved in 
gathering deals, our preliminary numbers and forecast final statistics for the third quarter of 2012 indicate slowing 
deal velocity (for net-lease properties) all around." 
 
Brown and others have a simple explanation for the decline. It is not, they contend, reflective of investor demand 
for this product, which continues to increase. Rather they say, there has been a notable drop off in the supply of 
available product from prospective sellers.  
 
"The primary reason behind this slowdown is that the market continues to struggle with a lack of properties 
available for sale," Brown noted. "For example, we are currently tracking 302 drug store properties available for 
sale throughout the United States. At the beginning of this year, we were tracking 389 available properties. Drug 
store availability has fallen by 22% since our spring 2012 report. Fast food investment availability has fallen by 
12%. Automotive property availability is down by 11%." 
 
NNNet Advisors, a net lease investment brokerage firm based in San Francisco, is seeing the same trend. In its 
third quarter net lease report, NNNet noted that Burger King, Hardees / Carl's Jr., and Jack in the Box properties 
experienced significant decreases in new offerings. New Walgreens offerings were down by more than 50%. 
 
For sale data tracked by CoStar supports these observations. For example, CoStar shows just 52 new drug store 
offerings having come to market in the past 60 days. That compares to 71 properties that have been on the 
market for 60 to 120 days. 
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CoStar shows 147 fast food restaurant properties coming to market in the past 60 days compared to 180 that 
have been on the market for 60 to 120 days. 
 
According to Cassidy Turley, the only property type that has not experienced a significant decline in availability 
has been single-tenant industrial. 
 
"The fact is," Brown noted, "that net-leased investments remain at the top of most investor wish lists, particularly 
when it comes to private investors. This is not just because of the relative simplicity of being the landlord of a 
single-tenant triple net leased investment, but also because of the security offered by some of the top users of 
these properties." 
 
In its report, San Francisco-based NNNet Advisors noted: "This leaves one to ponder if only the riskier properties 
with shorter lease terms and tertiary locations are being marketed to the general public while safe properties with 
longer leases and strong sales histories are easily being sold without having to utilize major marketing efforts. 
Similar to other quality net leased property, we are continuing to see more and more deals being made off 
market as investor demand for new builds and long leases remain red hot. The current decrease in supply will 
likely continue to drive cap rates even lower in the short run." 
 
CoStar sales data also supports NNNet's observations. Since the start of 2011, sales of drug store and fast-foot 
properties that had not been listed for sale accounted for an average of 33% of deals each quarter. The average 
number of off-market deals, however, has been increasing notably in the last two quarters and in the third 
quarter of 2012 accounted for 41% of all such property type sales. 
 
In addition, NNNet noted, just as investors are keen on snapping up income-producing properties with 
creditworthy tenants, the current property owners are thinking twice "before parting with the investments that 
'stuck by them' while they watched the value of many of their other investments rapidly decline." 
The final factor impacting demand is interest rates may be historically low, but it's not easy to qualify for debt and 
most lenders will only consider properties that have the characteristics of the safe properties, NNNet noted. Even 
investors with the resources to purchase single-tenant net-leased properties all cash are being careful to select 
those that would have the greatest chance of qualifying for financing, if need be. 

Investors Stocking Up on Grocery-Anchored Centers Again 
After sales plummeted earlier this year, investors are once more slowly warming up to grocery-anchored 
shopping centers. Two major portfolio of properties changed hands this past week. 
 
Sales totals of neighborhood / community shopping centers topped $1.2 billion in every quarter of 2011, and 
surpassed $2 billion in each the third and fourth quarter of that year. Then sales of these types of retail centers 
plummeted to $600 million in the first quarter. 
 
Sales volume is expected to be back at the $1.2 billion level for the third quarter of this year, according to 
preliminary sale information for the quarter confirmed by CoStar. And the fourth quarter appears to be off to a 
good start, too. 
 
New York-based Garrison Investment Group acquired a 13-property portfolio totaling 1.7 million square feet of 
neighborhood and community shopping centers in Ohio and Indiana. The seller was Kimco Realty Corp. 
 
And in a separate deal, Port Washington, NY-based Vastgood Properties LLC and a fund managed by 
Prudential Real Estate Investors acquired a portfolio of seven supermarket-anchored shopping centers totaling 
561,000 square feet. The seller was Halifax, Nova Scotia-based Homburg Investment. 

GARRISON INVESTMENT GROUP 

The 13 properties Garrison Investment Group acquired, (eight in Ohio and five in Indiana) feature many 
prominent retailers such as T.J. Maxx, Giant Eagle, Kroger, Bed Bath & Beyond, and Home Depot. 
 
"While the portfolio is 90% occupied, there are still exciting opportunities for upside that work well with our 
investment strategy," said Mitchell Salmon, senior vice president/director for Garrison Investment. 
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Garrison has engaged Select Strategies Realty in Cincinnati, Ohio, to manage and lease the properties. 
 
The acquisition increases Garrison's retail holdings to more than 6.3 million square feet. 

KIMCO REALTY 

While Garrison did not reveal what it paid for the properties, the seller, Kimco Realty, said it recently sold 23 non-
strategic retail properties comprising 2.7 million square feet for $165 million. Kimco confirmed that the totals 
include the Garrison deal. 
 
Since the start of Kimco's asset recycling program in September 2010, the REIT has disposed of 86 non-
strategic properties comprising, on a gross basis, 7.9 million square feet for $529.9 million. The properties sold 
had a combined gross occupancy of 82.6%. 
 
Since the end of the second quarter of 2012, Kimco also acquired four wholly owned shopping centers 
comprising 581,000 square feet for $118.8 million, including $42.5 million of mortgage debt, in its primary core 
markets: 
 
Since September 2010, Kimco has acquired for $984.8 million a total of 47 shopping centers comprising 6 million 
square feet with a combined gross occupancy of 94.5%. 

VASTGOOD PROPERTIES 

Vastgood Properties and PREI paid $104 million for 561,000 square feet of gross leasable area. The seller 
included affiliates of Homburg Holdings (U.S.) Inc. and Cedar Realty Trust Partnership, L.P. and 
 
The purchase price, exclusive of transaction and closing costs and adjustments, was approximately 
 

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 properties, six of which are anchored by Giant Food Stores and one by a Nell's Supermarket, are in central 
and eastern Pennsylvania. They include the following: 
 

 Aston Center, Aston, PA 

 Ayr Town Center, McConnellsburg, PA 

 Parkway Plaza, Mechanicsburg, PA 

 Pennsboro Commons, Pennsboro, PA 

 Scott Town Center, Bloomsburg, PA 

 Spring Meadow Shopping Center, Reading, PA 

 Stonehedge Square, Carlisle, PA 
 
The properties reflect an occupancy rate of greater than 95%; the supermarkets represent approximately 80% of 
the total gross leasable area for the portfolio and have average remaining lease terms of more than 10 years. 

Wall Street Job Contraction To Pressure NYC Office REITs 
Job decline on Wall Street is expected to continue according to a New York state report released last week. 
 
The New York state comptroller released its report forecasting additional contraction on Wall Street through the 
end of 2012, citing weaker trading volumes (including proprietary), a slowing U.S. economy, and the impact of 
the regulatory environment as drivers. 
 
Profits in the securities industry are projected to grow in 2012, but employment and the cash bonus pool in New 
York City are expected to decline, according to an analysis released by New York State Comptroller Thomas P. 
DiNapoli. 
 
"The securities industry remains in transition and volatility in profits and employment show that we have not yet 
reached the new normal," DiNapoli said. "The securities industry is still grappling with the fallout from the 
financial crisis, new regulations and slow economic recovery. How the industry negotiates this continued 
uncertainty could impact profitability and the finances of New York City and New York State." 
 
The comptroller estimates that for each new job created or lost in the securities industry, two additional jobs are 
created (or lost) in other industries in New York City and one additional (or fewer) job in the rest of the state, 
primarily in the suburbs. 
 
DiNapoli estimates that the securities industry in New York City lost 28,100 jobs during the financial crisis and 
has added 7,900 jobs during the recovery, for a net loss of 20,200 jobs since November 2007. 

BAD NEWS FOR REITS 

That job contraction could negatively affect New York City-focused office real estate investment trusts (REITs), 
according Fitch Ratings. 
 
Financial services job growth has long been a key driver for New York City office fundamentals, with a lagging 
impact on related industries' space requirements, including accounting and law firms. New York City office 
fundamentals have improved materially but reflect financial services' contraction, with persistently high tenant 
improvements and leasing commissions required on transactions, according to Fitch analysis. 
 
"The uncertainty in downsizing has clearly been reflected in those fundamentals, which we have incorporated 
into the ratings of New York City-focused REITs SL Green Realty Corp. ('BB+') and Boston Properties Inc. 
('BBB'). While we have a Stable Rating Outlook for both companies, their longer term earnings power is still 
affected by the vibrancy of Wall Street employment," Fitch reported. 
 
For SL Green, 46% of base rental revenues come from financial services and legal tenants. 
 
"We believe a reduction in financial services employment likely would negatively affect the performance of the 
company's portfolio, particularly upon lease expirations," Fitch reported. "While the company is subject to 
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significant industry exposure, the concern is somewhat mitigated in the near term by the manageable lease 
expiration schedule and the fact that the company's largest financial industry tenants, Citigroup and Credit 
Suisse, are both rated 'A'." 
 
For Boston Properties, 54% of gross rent is derived from financial services and legal tenants. 
 
Boston Properties "would also come under increased pressure if financial tenants continue to reduce their space 
footprints and remain reluctant to expand," Fitch reported. "Law firms are also reducing footprints, but unlike 
financial firms, they are signing large leases at prime locations, underscored by recent activity at the company's 
development at 250 W. 55th street in Midtown Manhattan." 

Time to Clear Thru Distressed Housing Loans Shrinking Rapidly 
The time it will take to clear the current supply of distressed homes, or the shadow inventory, on the non-agency 
U.S. mortgage market fell to 40 months in the second quarter of 2012, down from 46 months in the first quarter. 
 
This is the biggest single-quarter improvement since Standard & Poor's began tracking the shadow inventory in 
2009. It's also the lowest estimate of the months-to-clear since the beginning of 2010. 
 
The considerable drop primarily reflects a significant rise in the speed at which servicers are able to close 
nonperforming loans, according to S&P analysts. That rate continues to rise. The nationwide monthly liquidation 
rate is now at 3.1% for the first time since late-2009. 
 
If the rate continues to rise, the time to clear the nonperforming mortgages will shorten. A large number of 
liquidations entering the market, however, could cause home prices to fall. 
 
The volume of these distressed U.S. non-agency residential mortgages, which exclude loans from government-
sponsored entities, such as Fannie Mae and Freddie Mac) remained extremely high at $331 billion in the second 
quarter, but it has declined in each quarter since mid-2010. 

THE DOWN SIDE OF FASTER CLEARANCE TIMES, MORE REO INVENTORY 

The Federal Reserve Bank of New York this past week also released new data about the distressed residential 
real estate market, including the inventory of real estate owned properties, or REO. 
 
According to the Federal Reserve: 
 

 If the average number of days that properties remain seriously delinquent and in foreclosure declines 
nationally through 2013, REO inventories would rise sharply in most states—tripling in New York and 
more than doubling in New Jersey. Only California and Arizona would have significant reductions in REO 
inventory. 

 
 If the average number of days stabilizes at mid-2012 levels through 2013, the REO inventories in most 

Western states would decline, while states in the Northeast would have sizeable increases. 
 

 If the average number of days rises, REO inventories in most states would decline. However, a limited 
number of states, particularly New York and New Jersey, may still experience significant increases in 
REO inventory. 

 

MSA 

Orig. Bal. 
Outstanding 
(bil. $) 

Current 
overhang 
balance (% 
of 
balance 
outstanding) 

Months 
of 
Inventory 
2Q-2012 

Months 
of 
Inventory 
1Q-2012 

Months 
of 
Inventory 
2Q-2011 

New York $99.4 39.16 191 202 144 

Boston $16.5 30.55 72 86 83 

Chicago $31.4 38.20 66 72 63 
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MSA 

Orig. Bal. 
Outstanding 
(bil. $) 

Current 
overhang 
balance (% 
of 
balance 
outstanding) 

Months 
of 
Inventory 
2Q-2012 

Months 
of 
Inventory 
1Q-2012 

Months 
of 
Inventory 
2Q-2011 

Charlotte $4.1 25.43 62 71 51 

Miami $47.9 52.33 59 65 56 

Tampa $13.2 46.61 59 66 47 

Washington, 
DC $48.4 24.09 56 65 51 

Cleveland $3.5 31.31 54 58 48 

Seattle $19.8 30.46 51 56 51 

Dallas $13.4 20.45 44 57 52 

Portland $8.7 27.22 43 58 45 

Los Angeles $138.0 26.77 33 41 47 

Minneapolis $10.6 25.12 33 36 37 

Atlanta $20.8 24.95 29 39 49 

Denver $11.4 17.99 27 32 33 

Detroit $9.8 26.04 26 31 28 

San Diego $36.0 23.32 25 30 36 

San Francisco $59.1 20.20 25 30 37 

Las Vegas $16.5 38.98 18 20 30 

Phoenix $19.7 23.36 13 15 20 

Source: S&P 

 

 

http://bit.ly/RCagIE
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Kroger Ups Expansion Budget Looking Beyond Traditional Supermarkets 
The Kroger Co. unveiled its long-term strategy for enhanced store growth this week with plans to add up to $200 
million more a year to its capital spending. 
 
The grocery store chain said it will invest in a targeted expansion strategy to increase square footage and store 
penetration in existing markets and enter new markets. 
 
Kroger's capital expenditures will grow from more than $1.9 billion to about $2.2 billion, excluding acquisitions 
and purchases of leased property. These capital projects include approximately 40 to 50 major projects covering 
new stores, expansions and relocations, and 125 to 140 remodels, and other investments including technology 
and infrastructure. 
 
That spending should result in net supermarket square footage growth of about 1.5% before acquisitions and 
operational closings. 
 
"Our proven strategy and market position provide a tremendous platform to accelerate growth and increase 
value creation for Kroger shareholders," said David B. Dillon , Kroger's chairman and CEO. 
 
"Even through the worst of the recession, Kroger created 29,000 new jobs during the last five years. We are 
going to invest to grow and expand our store base, which will create more job opportunities over the next five 
years, and beyond," Dillon said.  
Kroger executives also highlighted the significant opportunities they see across the broad food retailing market, 
which extends beyond traditional supermarkets and includes discount stores, drug stores, restaurants and many 
others. 
 
In addition to selectively expanding its store base and the markets it serves, Kroger will also pursue other 
initiatives to drive growth, including enhancing its digital and mobile platforms and testing new store formats. 

Watch List: Latest Large Specially Serviced Loans 
Information for these lead listings was provided by CoStar Group and Trepp LLC, an industry leader in providing surveillance 
data on loan and commercial real estate performance underlying the CMBS market. 

Property Address 
Property 
Type 

Cur. Loan 
Bal. 

CMBS; 
Special 
Servicer Comment 

Southfield Town 
Center 

1000, 2000, 3000, 
4000 & 4400 Town 
Center Drive, 
Southfield, MI Office $215,419,926 

GCC 2004-
FL2; Wells 
Fargo 

Transferred to special servicing 
for imminent default. Loan was 
previously in SS in 2009 for 
imminent and maturity default. A 
loan workout and extension was 
worked out then. 

Westin Southfield 
1500 Town Center, 
Southfield, MI Lodging $144,138,038 

MS 2007-
XLF; Midland 

Transferred to special servicing 
for maturity default. Loan was 
previously in SS in 2009 for 
imminent default. A loan workout 
and extension was worked out 
then. 

Sheraton Danbury 
18 Old Ridgebury 
Road, Danbury, CT Lodging see above see above see above 

Sheraton 
Buckhead 

3405 Lenox Road 
NE, Atlanta, GA Lodging see above see above see above 

Hilton Sonoma 

3555 Round Barn 
Road, Santa Rosa, 
CA Lodging see above see above see above 

Sheraton College 
Park 

4095 Powder Mill 
Road, Beltsville, 
MD Lodging see above see above see above 
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Property Address 
Property 
Type 

Cur. Loan 
Bal. 

CMBS; 
Special 
Servicer Comment 

Sheraton Norfolk 
777 Waterside Dr, 
Norfolk, VA Lodging see above see above see above 

Westin Stamford 

One First Stamford 
Place, Stamford, 
CT Lodging see above see above see above 

100 Forge Way 

100 Forge Way, 
Rockaway 
Township, NJ Industrial $57,394,000 

Wach 2007-
C30; 
CWCapital 
Asset 
Management 

Transferred to special servicing 
for imminent default. 

200 Forge Way 

200 Forge Way, 
Rockaway 
Township, NJ Industrial see above see above see above 

300 Forge Way 

300 Forge Way, 
Rockaway 
Township, NJ Industrial see above see above see above 

400 Forge Way 

400 Forge Way, 
Rockaway 
Township, NJ Industrial see above see above see above 

2 Omni Way 
2 Omni Way, 
Chelmsford, MA Office $22,293,162 

Citi 2007-C6; 
CWCapital 
Asset 
Management 

Transferred to special servicing 
for imminent default. Kronos Inc. 
occupies the whole building. 
Lease expiration dates for units 
200 and 600 were scheduled for 
7/31/2012 and 11/30/2012. 

4 Omni Way 
4 Omni Way, 
Chelmsford, MA Office see above see above see above 

6 Omni Way 
6 Omni Way, 
Chelmsford, MA Office see above see above see above 

Autumn Creek 
1320 N. McQueen 
Road, Chandler, AZ Multifamily $21,319,910 

JPM 2007-
CIBC20; C-
III Asset 
Management 
LLC 

Transferred to special servicing 
for imminent default. Borrower 
stated it will not be able to 
continue to cover the debt 
service as of 9/1/12, when the 
loan begins to amortize in 
October 2012. 

FedEx Outlines Broad Cost-Cutting Plans 
FedEx Corp. announced programs targeting annual profitability improvement of $1.7 billion during the next three 
years. 
 
In a keynote speech at FedEx Corp.'s 2012 Investors and Lenders Meeting, Frederick W. Smith, FedEx 
chairman, president and CEO, said a significant portion of the profitability improvement will come from cost 
reductions at FedEx Express and FedEx Services. 
 
He added that the profit improvement initiatives, along with the combined strength of FedEx Ground and FedEx 
Freight, would put FedEx on track to achieving its financial goals. 
 
Smith said FedEx has many cost reduction activities under way and cited an improved information-technology 
function as one reason FedEx will be able to meet its goal of reducing costs. 
 
"We are revamping the Express cost structure through a combination of cost reductions, efficiency 
improvements, and service repositioning," Smith said. 
 
A lot of the FedEx Express cost reductions will come through improved air operations including flight reductions. 
However, the company is also targeting a 3% cost reduction in salaries. 
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The cuts could also include facility consolidations. For example, FedEx Express president and CEO noted that 
the company recently consolidated five facilities in Houston into two facilities. 
 
While the majority of the cost improvements will come from Express and Services, FedEx Ground also 
announced its operations and network plans for the next five years. FedEx Ground plans to add three new hubs, 
expand another two and relocate one hub. The group also plans to relocate 165 FedEx Ground stations. 
 
Additional, cost cuttings will come from elimination of non-essential work and implementing voluntary buyout 
programs. 

Tenn. Actions Could Close HRC Facilities across the Country 
Tennessee's attorney general has asked a Davidson County judge to shut down a popular hormone replacement 
company based in Nashville and with facilities across the Eastern U.S. 
 
The state requested the temporary restraining order and also asked that a receiver to be appointed over the 
corporation, and for the corporation to be dissolved. 
 
As part of that action, the Davidson County Circuit Court ordered HRC Medical Centers Inc. (HRC) to temporarily 
halt certain claims and contractual practices related to its "bio-identical" hormone replacement therapy (BHRT) 
known as Amor Vie. 
 
Tennessee Attorney Bob Cooper filed suit against HRC for allegedly making unsubstantiated health claims and 
failing to advise consumers of possible risks and side effects associated with the therapy. 
 
Tennessee-based HRC markets and sells BHRT, claiming in its advertisements that BHRT is a "safe alternative" 
to traditional hormone replacement therapy. 
 
HRC operates facilities at the following locations. 
 

 Charlotte Hormone Replacement Center, 10512 Park Road Suite 201, Charlotte, NC. 

 St. Louis Hormone Replacement Center, 12609 Olive Blvd., Creve Coeur, MO. 

 Detroit Hormone Replacement Center, 28345 Beck Rd, Wixom, MI. 

 Hormone Replacement Therapy Dayton / Cincinnati, 6592 Sosna Dr., Fairfield, OH. 

 Grand Rapids Hormone Replacement Center, 6151 28th St. Suite 20, Grand Rapids, MI. 

 Atlanta Hormone Replacement Center, 2849 Overlook Pkwy SE Ste. 380, Overlook I., Atlanta, GA. 

 Columbus Hormone Replacement Center, 5920 Wilcox Place, Suite: D, Dublin, OH. 

 Richmond Hormone Replacement Center, 10120 West Broad St., Suite F, Glen Allen, VA. 

 Glen Burnie Hormone Replacement Center, 808 Landmark Drive, Suite 116, Glen Burnie, MD. 

 Greensboro Hormone Replacement Center, 7029 Albert Pick Rd, Suite 200, Greensboro, NC. 

 Hormone Replacement Therapy Greenville, 301 Halton Rd, Suite A, Greenville, SC. 

 Knoxville Hormone Replacement Center, 9123 Cross Park Dr, Ste 200, Knoxville, TN. 

 Hormone Replacement Therapy Lexington, 2285 Executive Drive, Suite 100, Lexington, KY. 

 Louisville Hormone Replacement Center, 4010 Dupont Circle, Suite: L28, Louisville, KY. 

 Raleigh Hormone Replacement Center, 4201 Lake Boone Trail, Suite# 005, Raleigh, NC. 

 Hormone Replacement Therapy Tampa, 1715 N Westshore Blvd., Suite 100, Tampa, FL. 

Going Black: Tully's Coffee Files Ch11 
TC Global Inc. doing business as Tully's Coffee filed for Chapter 11 bankruptcy reorganization this past week is 
seeking to reject 19 coffeehouse property leases effectively immediately. 
 
Tully's currently operates 48 retail coffee locations. The leases it proposes to reject are associated with locations 
that it determined were unprofitable. The leases for rejection are as follows 
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 Address, Location, Monthly Rent 

 4036 E. Madison Avenue, Seattle, WA, $4,475.00 plus CAMs 

 Columbia Center, 701 Fifth Ave, Seattle, WA, $1,840.50 

 1401 4th Avenue, Seattle, WA, $14,417.95 plus CAMs 

 13100 NE 70th Place, Kirkland, WA, $3,990.00 plus CAMs 

 2100 North 45th Street, Seattle, WA, $3,563.94 

 8862 161st Ave NE, Redmond, WA, $8,304.50 plus CAMs 

 14481 Woodinville Redmond Rd., Woodinville, WA, $5,481.00 plus CAMs 

 16349 NE 74th Place, Redmond Town Square, Redmond, WA, $4,500.00 plus CAMs 

 2312 North 30th Street, Tacoma, WA, $1,597.17 plus CAMs 

 1427 Pacific Avenue, Tacoma, WA, $1,431.00 plus CAMs 

 824 East Pike Street, Seattle, WA, $4,250.00 plus CAMs 

 4800 Jackson Rd., Port Orchard, WA, $2,400.00 plus CAMs 

 4700 University Way NE, Seattle, WA, $4,316.00 plus CAMs 

 601 Sun Valley Road, Ketchum, ID, $7,216.41 plus CAMs 

 919 Cole Street, San Francisco, CA, $7,923.85 

 50 Post Street, San Francisco, CA, $3,857.37 plus CAMs 

 2 Embarcadero Center, San Francisco, CA, $6,132.00 plus CAMs 

 425 Market Street, San Francisco, CA, $3,817.00 

 2150 Shattuck Ave., Berkeley, CA, $6,899.67 plus CAMs 

Closures & Layoffs 

Company Address 

Closure 
or 
Layoff 

Total 
Layoff 
Number Impact Date 

Arbor E&T (dba ResCare 
Workforce Services) 25 Elm Place, Brooklyn, NY Closure 227 12/21/2012 

Prospect Park Residence 
Home Healthcare 1 Prospect Park West, Brooklyn, NY Closure 74 12/31/2012 

Arbor E&T (dba ResCare 
Workforce Services) 151 Lawrence St., 4th Floor, Brooklyn, NY Layoff Unknown 12/21/2012 

Capital One One HSBC Center, Buffalo, NY Closure 61 4Q 2012 

Interface Sealing Solutions 9794 Bridge St., Croghan, NY Closure 31 12/31/2012 

SML Acquisition 4 Warehouse Lane, Elmsford, NY Closure 188 12/31/2012 

General Motors LLC (Fuel 
Cell Propulsion Research 
and 
Development/Engineering) 10-11 Carriage St., Honeoye Falls, NY Closure 214 2/28/2013 

Schweizer Aircraft Corp. 
(d/b/a Sikorsky Military 
Completions Center) 

74 Kahler Road North; North – 17 Aviation Drive; 
200 Westinghouse Circle, Horseheads, NY Closure 573 12/31/2012 

Loews Regency Hotel 540 Park Ave. at 61st Street, New York, NY Closure 350 1/1/2013 

Union Settlement Home 
Care 174 E. 104th St., New York, NY Closure 367 12/10/2012 

Pathmark 227 Cherry St., New York, NY Closure 179 12/28/2012 

ICD - International Center for 
the Disabled 340 East 24th St., New York, NY Closure 78 12/31/2012 

1286 RR Operating Inc. 
(Nathan's/Haagen 
Dazs/KFC/Tim Horton's 
(Food Court)) 1286 Broadway, New York, NY Closure 66 1/6/2013 

Parsons Brinckerhoff One Penn Plaza, New York, NY Layoff 146 4/19/2013 

Credit Suisse Securities 
(USA) LLC 

One Madison Ave. and Eleven Madison Ave. (one 
site), New York, NY Layoff 78 Immediately 

Champion Photochemistry 
Building 48 Door M, Eastman Business Park, 
1669 Lake Ave., Rochester, NY Layoff 63 Immediately 

Pfizer 64 Maple S., Rouses Point, NY Closure 36 12/31/2013 
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Company Address 

Closure 
or 
Layoff 

Total 
Layoff 
Number Impact Date 

Saks Fifth Avenue 9722 Great Hills Road, Austin, TX Closure 64 2/2/2013 

SVTC Technologies 2706 Montopolis Drive, Austin, TX Closure 105 11/17/2012 

Kay and Associates Inc - 
Sikorsky Aerospace 380 Taxiway Bravo, Beeville, TX Closure 45 9/30/2012 

Cubic Applications 5665 Transmountain Drive, El Paso, TX Layoff 496 11/30/2012 

Exide Technologies 7471 S. Fifth St., Frisco, TX Layoff 120 11/30/2012 

Compucom 9702 Bissonnett, Suite 250, Houston, TX Layoff 61 10/31/2012 

Randstad-Capgemini 
Facility 1301 E. Red River, Victoria, TX Closure 225 10/31/2012 

Managing Leasing Risk over the Logistics-Building Life Cycle 
By: Shaw Lupton 
As supply chain reconfiguration continues and 
online retailers take more space, core investment 
opportunities will present themselves in more 
markets. 
 
Since technological advancements lead to rapidly 
changing logistics space requirements,

1
 it's 

important to make these bets where not all tenants 
require the newest logistics building—which may no 
longer be yours at the expiration of the first-
generation lease. 
 
Logistics buildings obsolesce faster than other 
commercial real estate, with specifications changing 
significantly about every 10 years.

2
 Accordingly, 

when underwriting speculative second- or third-
generation leases, investors should plan for 
shrinking tenant size and changing space use 
(increased capital expenditures, lower renewal 
probabilities, and credit loss). A core investment 
game plan should therefore identify markets where: 
 

 Logistics space is in demand because 
warehousing is an export industry; and 

 There's adequate bench strength (an even 
larger base of smaller local/regional 
distributors) to support a retenanting 
strategy throughout the property's life cycle. 

 
A market's logistics inventory (the big, new stuff) per 
capita is a good indication of the strength of 
warehousing as an export industry. Exhibit 1 
highlights the nonlocal nature of the distribution 
markets to the right of the chart, like Memphis, 
Columbus, and Indianapolis, where modern logistics 
space is in demand. 
 
On the opposite end of the spectrum is San 
Francisco, an almost completely local warehouse 
market. 
 

mailto:slupton@pprglobal.com
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If the game plan is to retenant modern distribution centers with less sophisticated space users in five to 10 years, 
investors should target markets where the logistics segment is supported by an even larger base of smaller, 
local/regional distributors. 
 
The top chart in Exhibit 2 shows the top eight logistics markets with bench strength: Investors may find it easier 
to backfill outmoded space in places like LA/Inland Empire, Chicago, and Dallas-Fort Worth because the depth 
of the market increases as building size declines. 
 
Conversely, the bottom chart shows the logistics markets with the least bench strength—places where, in many 
cases, the depth of the market increases as building size increases, implying fewer opportunities to backfill 
outmoded space. That's not to say a good asset management team can't mitigate retenanting risk in these 
places, but investors may want to sensitize their models to reflect longer downtime. 
 

1. Case in point: Amazon's recent acquisition of Kiva Systems, an innovator in robotic distribution systems 
design. 

2. Case in point: A representative state-of-the-art distribution center from 1990 had characteristics such as 
a 50% coverage ratio, 28-ft. clear height, and 10,000 SF per loading dock. By 2000, the standard was a 
40%–50% coverage ratio to allow for more parking and wider truck courts, 30-ft.–32-ft. clear height to 
accommodate the latest racking systems, a 5,000¬–10,000 SF/dock ratio, and crossdocking. Today, 
Amazon is developing centers with a less than 40% coverage ratio, 36-ft. clear height, a 5,000 SF/dock 
ratio, crossdocking, and at least 130-ft. truck courts. 

Pru Raises $805 Mil. for New Property Debt Fund 
Prudential Real Estate Investors has secured $805 million of discretionary capital for its Prudential U.S. Real 
Estate Debt Fund, bringing to more than $1.6 billion the amount PREI has raised so far from investors for its 
global debt strategy. 
 
The investors in the fund consist of leading investment institutions including pension funds, sovereign wealth 
funds and other prominent global investors from the United States, Asia and the Middle East. These investors 
also have extensive co-investment capital to invest alongside the fund. The recent fund closing follows the $800 
million raised in 2011 for its U.K. offering, Pramerica Real Estate Capital 1 Fund. 
 
"In the U.S., we expect significant demand for creative debt financing as approximately $1.8 trillion in mortgage 
loans come due over the next several years, leading property owners to search for reliable and trusted sources 
of capital," said Jack Taylor, managing director, head of PREI's global real estate finance group and portfolio 
manager for the U.S. platform. "We look forward to continuing to build long-term relationships by providing 
capital to borrowers, co-lenders and other market participants, while meeting the strong and growing global 
appetite from institutions for access to sound debt investments with attractive risk-adjusted returns." 
 
The senior management team of the U.S. debt platform, managed from the firm's New York office, includes 
Steve Alpart and Steve Plust, both managing directors and long-time colleagues of Taylor. 
 
"We will target debt investments secured by institutional quality income producing properties throughout the U.S., 
owned by experienced real estate investors," Plust said. "The fund will provide fresh capital for new originations 
as well as make secondary market purchases of performing, sub-performing and non-performing loans." 
 
PREI will offer mezzanine finance, debt-like preferred equity and first mortgages in areas not being filled by 
banks and other senior commercial mortgage lenders. 
 
Added Alpart, "Typically our investments will range in size from $10 million to $65 million but can be significantly 
larger. Having had experience in these markets for many years in many cycles, we can offer timely, flexible and 
creative financing solutions for borrowers as they refinance, recapitalize and acquire properties. Because we are 
not a 'loan-to-own' shop, we work particularly well with borrowers and senior lenders in constructing capital 
solutions." 
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Hines Raises $210 Mil. for Value-Add Office Fund 
Hines closed fundraising for its Hines U.S. Office Value Added Venture III. The fund's equity has been committed 
from an institutional investor and Hines principals. 
 
The fund is capitalized with $210 million of equity for more than $600 million of total leveraged capacity in U.S. 
office sector buys. Hines will focus on properties where it can create value through leasing, management or 
redevelopment activities. 
 
"We see an increasing pipeline of opportunities where both capital and diverse operating expertise are needed to 
realize the full potential in an office property," said senior managing director and fund manager Dave Congdon. 
"Stabilizing or improving fundamentals across many markets make this an appropriate time to capitalize on 
leasing-related events that create higher, more stable income profiles." 
 
This is the third Hines fund with a strategy to invest in value-added opportunities. Two domestic predecessor 
funds were the Hines U.S. Office Value Added Fund LP and the Hines U.S. Office Value Added Fund II LP. 
Together, these funds invested $1.1 billion of equity capital into 18 different assets. 

7-Eleven Growing Rapidly in Ohio, Penn 
7-Eleven Inc. completed two more acquisitions, expanding its U.S. store portfolio. The company has closed 
deals with EZ Energy USA Inc. to purchase 67 retail locations in the Cleveland, OH , and Pittsburgh, PA , 
markets; and with its licensee, Handee Marts Inc., to acquire 58 7-Eleven convenience stores in those same 
markets as well as locations in northern West Virginia and western Maryland. 
 
The EZ Energy purchase includes Easy Trip and BP convenience stores and the wholesale fuel-supply business 
that supports 20 of EZ Energy's dealer-operators. EZ Energy locations offer mostly BP- and Marathon-branded 
gasoline. 
 
Handee Marts has 38 stores offering gasoline under a variety of brands, including Exxon, Gulf, BP, Valero and 
Sunoco. 
 
EZ Energy USA Inc. in Seven Hills, OH , operates the Easy Trip stores. Its parent company is EZ Energy Ltd. in 
Israel. The Handee Marts office is in Gibsonia, PA. 
 
"These two acquisitions provide 7-Eleven with an excellent opportunity to have a strong presence immediately in 
both the Cleveland and Pittsburgh areas," said Stan Reynolds , 7-Eleven's executive vice president and CFO. 
"We also are interested in looking at other locations in these markets to further expand our presence there." 
 
Last month, 7-Eleven closed a separate deal with another of its domestic licensees, Prima Marketing, which 
added 74 locations to 7-Eleven's roster of stores, mostly in West Virginia , but also in Ohio , Pennsylvania and 
Kentucky . Currently, the company operates and franchises 181 stores in Pennsylvania and 11 in Ohio. 

 




