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For Distressed Investors, There is No Where To Go but Up 
More Deals, More Financing, More Competition Is the Outlook for Distressed Investing 

If indeed conditions in commercial real estate have hit bottom, then an increased amount of distressed assets 
could hit the market this year -- and values could also begin to tick up. That is the general consensus of industry 
professionals that CoStar Group interviewed for their outlooks on distressed investing in 2011. 
 
Feeding that dynamic up until now is that banks have been reluctant to let go of distressed loans because they 
would be forced to take huge writedowns – i.e. losses on those assets. So a policy that has come to become 
called "extend and pretend" has been customary in banking for the last three years. 
 
But if as industry players now suggest that values have stabilized, then the uncertainty that bankers have faced 
on valuations will begin to clear up. 
 
"We think that the distressed CRE market will continue to see increased deal flow in 2011. As the broader 
economy recovers, banks are more capable of accurately assessing value and realizing a more clearly defined 
exit from nonperforming loans which bank balance sheets are now able to handle," said Kevin Brands, managing 
principal of Holt Lunsford Commercial in Addison, TX. "Thus, the banks see a bid ask spread narrowing and will 
show progress in concluding their "extend and pretend" strategy and push the distressed assets onto the 
market." 
 
A commercial real estate bottom will also help restore confidence to investors in more properties besides the 
best properties in the best markets, Brands said. 
 
"As economic growth returns and supports investor confidence in future absorption and lease rate recovery, 
investors place value on vacancy and near term renewals. Thus, investors will be more aggressive in bidding 
down cap rates in less stabilized assets to a more historically accurate discount to core properties," Brands said. 
 
"Similarly, while multifamily was the first product type to see recovery due to its short lease duration profile and 
more stable occupancy levels, industrial and office will benefit in 2011 from capital migration up the risk spectrum 
as the broader economy restores confidence and capital actively seeks to be put to work in higher yielding 
product," Brands added. 
 

MARK HESCHMEYER, EDITOR WWW.COSTAR.COM MARCH 3, 2011 
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For the rest of this story, we'll let industry executives do the talking. 
 

UPWARD PRESSURE ON PRICING 

With banks and other lenders better positioned to dispose of excess real estate as financial conditions improve, 
lenders will increasingly liquidate distressed assets next year. In fact, the fourth quarter of 2010 marked the first 
period this cycle where distressed sales outpaced additions to distress, resulting in a net decrease of $8 billion to 
distress in the market. 
 
A majority of the distressed sales, however, will be concentrated in low-quality assets in tertiary locations with 
limited discounting. The wave of premium properties that many investors and opportunity funds anticipated 
appears increasingly unlikely. 
 
Because much of the distressed property will be lower quality assets in secondary or tertiary locations, often with 
substantial vacant space, these investments will naturally carry higher risk. With average cap rates among top-
tier properties in primary markets already beginning to compress in 2010 and the expectation that this trend will 
carry to secondary markets this year, distressed assets offering favorable yield potential will require hands-on 
engagement. 
 
The substantial pool of buyers searching for these opportunities, however, will place upward pressure on pricing 
in the coming year, so the deep discounts anticipated by many will not materialize. 

Al Pontius, senior vice president and managing director of Marcus & Millichap in San Francisco 
 

HALF OF DEALS LENDER DIRECTED 

I have closed 30 multifamily transactions in the past 24 months in multiple markets around the Midwest and 
Southeast. About 50% of that business has been lender-directed, whether REO sale or pre-foreclosure (deed in 
lieu). With most offerings generating 10 to 15 offers, we have seen about a 20% to 30% premium in price if the 
existing lender is willing to finance the buyer. The rule holds true for large institutions all the way down to small 
community banks. 

David N. Gaines, senior associate National Multi Housing Group of Marcus & Millichap in Chicago 
 

EASIER TO FIND FINANCING 

Distressed lending is the most competitive end of the market. Many new funds have raised capital for high yield 
debt investments and are competing for a limited number of opportunities. We have been successful in finding 
both bridge debt and, in a few cases, debt coupled with preferred equity so that an owner can obtain the 
leverage necessary to not just refinance a project but to properly recapitalize it as well. 
 
We are bringing in either higher leverage debt or gap funding to help owners recapitalize a property or quickly 
seize a discounted payoff opportunity. Owners can then lease up the property, get it stabilized and then lock in 
longer term take-out financing from a CMBS or a life insurance lender. 

Marcus J. Mollmann, president of Reliquid in Greenwood Village, CO 
 

DEBT PRICING CONVERGING; PROPERTY PRICES UNREALISTIC 

There is a tremendous amount of capital chasing "distressed deals." There is an uptick in the amount of deals 
hitting the market with bank or special servicer control. We find pricing to be unrealistic, and it seems several 
buyers (mostly those who have raised capital with a dire need to deploy it) have amnesia. These days, 
distressed debt has less mystique about it, and the pricing for debt is converging with the true value of the 
underlying real estate. 

Aasif M. Bade, resident of Ambrose Property Group in Indianapolis, IN 
(please continue reading on page 4) 
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(No Where But Up continued from page 2) 

BLINDED BY THE DISCOUNT 

Prices are moving upwards based on the large amount of capital chasing yields. There are too many uneducated 
capital investors who do not fully appreciate or understand the industry segment they are just looking at the 
discount from the "high point." 
 
There is still too much vacant space inventory and some lenders are actually funding new development, which is 
irresponsible in areas where lenders have too many defaulted loans, pretend and extend deals, and 
municipalities are getting hit with property tax assessment challenges based on too much vacancy. It just forces 
more properties and loans into the hopper 

Chuck Breidenbach, managing director of MDC Retail Properties Group, an affiliate of Mountain 
Development Corp. in Clifton, NJ 

 

PATH OF LEAST RESISTANCE 

Debt investing has been the path of least resistance for distressed owners. Given bank balance sheet issues and 
overall real estate intrinsic impacting CMBS, direct equity investments have been limited, pushing more people to 
debt purchases. 
 
Institutional investors have pulled back on the risk scale and are willing to pay higher prices versus taking on 
"market" risk. For other investors, taking on risk is their "game" so they don't see it as taking on "more" risk. 
 
There is just not enough money out there to refi everything, so you should continue to see a steady flow of 
distressed real estate. 

Eric Paulsen, vice president acquisitions/dispositions at LNR Property Corp. in Newport Beach, CA 
 

BIG MONEY CHASING OUT SMALL INVESTOR 

There are lots of buyers, but most of the properties are junk. Most buyers are unable to bid on the better deals 
because the big brokerage houses are in bed with the special servicers and banks. They exclude most buyers 
and brokers from the process of bidding since the average buyer does not want to waste time bidding against 
some buyer who is located across the country with no real knowledge of local market conditions. 
 
Buyers are falling in to the same old traps, as financing becomes available, and prices rise up. Many are sitting 
on millions of dollars that needs to be spent, so they overpay. They rely on some young hot shot MBA with little 
or no real world experience to make their investment decisions. 

Jeff Smith, principal of The Smith Co. in Corpus Christi, TX 
 

DYNAMICS IN PLACE FOR INCREASED DEAL VELOCITY 

Bank failures will continue throughout this year and into next, and the acquiring banks will be motivated to offload 
distressed assets at current market prices. We have reached the point where the gap in seller and buyer 
expectations has been bridged enabling deal velocity to pick up. 
 
Some buyers were burned by purchasing distressed debt often with more challenges and issues than were 
evident. Savvy buyers who know the market and product type will feel more comfortable just buying the 
underlying assets, which are somewhat "cleansed" through foreclosure. 
 
Multifamily will continue to be sought after, but sales of other well-located income producing assets (industrial, 
retail, and office) will pick up as well. 

Rush Bradley, REO services for Lavista Associates Inc. in Norcross, GA 
 

THE RACE IS TO THE NIMBLE 

I still feel there are many opportunities out there for cash buying entities that are nimble enough to offer short 
due diligence time frames and quick closings. High net worth individuals or their small affiliated groups with local 
marketplace knowledge can utilize this advantage. These "local" investors find very low rates of return on their 
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cash from lending institutions and project large potential returns on the backside with projected 5- to 10-year 
holds. This is especially true with blocks of commercial and/or residentially zoned lots or acreage where there 
are low annual carrying costs and there are fewer problems that can arise from vacancy, non-paying tenants, or 
troublesome leases that occur when dealing with improved properties. 

Craig Hiser, owner / broker of CMJP Properties Inc. in Columbia, IL 
 

2011 WILL BRING RESOLUTIONS TO MANY PROPERTIES 

For a buyer (whether an institutional type investor or user buyer) that is strong financially there are many 
opportunities. However, from recent experience for the smaller office and industrial properties there is still a gap 
between what buyers are willing to pay and what sellers anticipate. But there may be less risk in general 
because the bottom of the market for commercial property types is behind us in 2010. My guess is that 
distressed properties that did not get resolved in 2010 will be resolved in 2011. 

Peggy Gallagher, president of PG Commercial Real Estate | ITRA in Springhouse, PA 
 

STAYING AWAY FROM LOW GROWTH AREAS 

I believe it will be more investment in properties as some banks will let go of OREO because the market has 
inched up a bit. For us it's distressed debt [that holds the most interest] it has higher potential returns, especially 
when you cannot leverage CRE enough to get the close or similar returns. We stay away for states with declining 
or low population growth and little future employment opportunities. 

Orlando Garcia, president of Casa Properties in Miami, FL 

Advertisement 
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Three Deals That Capture the Current State of Distressed Investing 
Distressed Buyers Sticking To Their Specialties, Markets, Tenants They Know 

While the headlines have been focused on the run up in values of trophy properties in the most desirable 
submarkets of handful of primary world class cities, distressed investors are plumbing markets and properties left 
for dead in the last few years. 
 
As a way of exploring the current state of distressed investing, we'll take a look here at recent deals from 
experienced distressed investors: Boxer Property in Houston; Mountain Real Estate Group in Charlotte, NC; and 
Thompson National Properties in Irvine, CA. 
 
If nothing else, their deals highlight the old saw that one landlord's albatross is another investor's potential golden 
goose. 
 

BOXER PROPERTY: STAYING LOCAL; AVOIDING UNREALISTIC EXPECTATIONS 

Andrew J. Segal, CEO of Boxer Property in Houston, isn't captivated by what the institutional buyers have been 
doing in the core coastal financial markets lately. 
 
"Where are [those 2007 rose-colored] glasses of mine when I need them?" Segal asks. "Some of the recent 
"core" purchases only make sense when you put them on. I am still wearing my 2011 pair, and they make it hard 
to see anything past my nose." 
 
Segal's sight is on markets he knows such as Texas and other states "that have a reasonable foreclosure time 
frame," where the legal process won't keep a property in limbo for extended periods. Segal noted that in Texas, a 
lender or noteholder can foreclose one month after the missed payment. 
 
Segal just completed his first acquisition this year: 1100 NASA Parkway, a 56,850-square-foot, six-story office 
building in Clear Lake, TX. The property has a current occupancy of 32%. 
 
Boxer Property dealt directly with the seller, LNR Texas Partners Inc. 
 
This purchase comes on the heels of an active acquisition year in 2010, when Boxer Property's purchased 16 
buildings, totaling more than 3 million square feet. 
 
"This first acquisition is a strong start towards the company's 2011 acquisition goal of doubling its 2010 
transactions," Segal said. 
 
Boxer Property currently manages more than 13 million square feet across the United States of both office 
buildings and retail malls. 
 

MOUNTAIN REAL ESTATE GROUP: HARD WORK; CLEAR END GAME 

Mountain Real Estate Capital just closed a $20 million note held by CommunityOne Bank of Asheboro, NC. The 
note secured by the Kellswater Bridge community in Kannapolis, NC, a 270-acre master-planned community 
consisting of 245 finished or partially finished homesites and entitlement for at least another 400 lots in future 
phases. 
 
Mountain Real Estate will team with Raleigh-based LStar Land as its co-developer of the project. 
 
Kellswater Bridge is one of three North Carolina assets Mountain Real Estate has acquired from banks recently – 
and is part of more than $630 million in note purchases on land development projects it has acquired. 
 
Despite the volume of deals, Arthur G. Nevid, chief investment officer of Mountain Real Estate, said distressed 
deals aren't getting any easier. 
 
"Strategic distressed investing has been difficult and will not get any easier in 2011, as the assets being 
marketed are typically at the bottom of the food chain, difficult to model and usually small in asset size. The 
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overall effect of this slow cleansing is a protracted recovery in search of a bottom," Nevid said. "On the other 
hand, the supply of distress continues to grow as CRE maturities accelerate, interest reserves burn off and 
pressure on banks to clean their balance sheets mounts. Thus far in 2011, we have seen a distinct increase in 
bank portfolios available to bid as compared to last year at this time." 
 
Nevid said there is still a disconnect between buyer and seller on distressed assets, but it is less about price and 
more about demand. 
 
"There is more interest on the sale side in distressed properties (REO) and more interest on the buy side on 
distressed debt." Nevid said. "While banks are hesitant to rush [non-performing loans] to market as they fear the 
extent of the impairment, once foreclosed their desire is to not be a property owner and shed such owned assets 
as quickly as possible." 
 
"On the other hand," he added, "many buyers are more comfortable chasing notes rather than assets as the 
notes provide them a double bite at the apple (first through a possible negotiated note repayment and then, if 
need be, through ownership and operation/disposition of the asset)." 
 
"Those seeking to buy REO need to believe that there is a viable exit plan for each asset, which is usually 
difficult given the quality (or lack thereof) of the typical foreclosed asset," Nevid said. 
 

THOMPSON NATIONAL PROPERTIES: STRONG CREDIT TENANTS IN FORGOTTEN MARKETS 

Once a fast-growing market, high rolling Las Vegas was pretty much ground zero for the Great Recession and it 
is again a prime destination for those willing to throw the dice on distressed assets. 
 
TNP Strategic Retail Trust Inc., a publicly registered non-traded REIT affiliate of Thompson National Properties, 
invests in multi-tenant necessity retail properties. The REIT went under contract in the past week to acquire 
Craig Promenade, a retail center in North Las Vegas, 
 
Craig Promenade is comprised of 109,250 square feet constructed in 2005 that is 77.5% leased and anchored 
by Big Lots, a national retailer. TNP is purchasing the property at a 40% discount to the original loan amount on 
the property and a cap rate of 8.07% 
 
"Craig Promenade is another prime example of the type of real estate TNP Strategic Retail Trust is targeting," 
said Charles Osbrink, Thompson National Properties' director of acquisitions. "Strong credit tenancy, healthy 
surrounding demographics and a multi-million dollar 150-acre regional park redevelopment adjacent to the 
center are positive factors that we believe will position Craig Promenade as one of the most competitive retail 
centers in the marketplace." 
 
The Craig Promenade deal is typical of what Las Vegas insiders are seeing these days. 
 
"There have been three 90,000-square-foot plus retail centers, (one was retail/office), close in the last 90 days. 
None of them are grocery anchored, and, most of them have been plagued with leasing trouble," said Ron Opfer, 
director of commercial real estate, special asset solutions for Coldwell Banker Premier Realty in Henderson, NV. 
"Nonetheless, it indicates the kind of activity Las Vegas is having from a distressed point of view." 
 
"None of these deals would stand out as the kind of deals you would brag about to your friends on the golf 
course," Opfer said. 
 
Nonetheless, there is a lot of excitement for such deals in Las Vegas, where commercial activity in December 
2010 was the markets best month in more than three years. 
 
"Attention is focused like a laser on the extremely distressed markets such as Las Vegas where industrial 
vacancies are up nearly 400% from the good times, land values are down 27% over 2009 which was one of our 
worst years on record, and the retail and office market still exhibit recession type fundamentals," Opfer said. 
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"There is a preference for specific property types," Opfer added. "Apartments top the list for nearly every 
distressed property group. Medical office or high profile retail usually follows. At the bottom of the list are 
unfinished office or industrial projects." 
 
One thing is for certain about Las Vegas, Opfer said: "Every broker in the country has a buyer for a Class A 
asset 90% occupied selling for 10 cents on the dollar. My phone rings every week with an investor looking for 
this type of asset. Unfortunately, in our market, these deals don't happen. The investment dollars are like 
piranhas hungry for a Class A center, but, settling for whatever they can get." 

A Statistical Picture of Distress Levels 
More Than a Hundred Thousand Properties and Hundreds of Billion in Loans 

The rubble of distressed commercial real estate properties and loans has piled up shockingly during the Great 
Recession (waning though it appears to be) and has left the country littered with overvalued and overleveraged 
assets. The good news is that, it also means that money that has been raised and stockpiled for to pick through 
such properties still have opportunities to uncover prized nuggets. 
 
At the end of February, CoStar Group's database shows more than 118,487 distressed office, industrial and 
shopping center properties (defined as those that are currently 60% or more vacant.) 
 
As a way of comparison, in September 2009, when we last reported the total, CoStar counted 80,000 distressed 
office, industrial and shopping center properties. The number today is 48% more than 15 months ago. 
 
By property type, CoStar Group currently shows 48,230 office properties more than 60% vacant; the vacancy 
rate in those properties averages 69%. 
 
CoStar also shows: 

 43,009 industrial properties, averaging 80% vacant; 

 17,730 shopping centers, averaging 65% vacant; and 

 9,518 flex properties, also averaging 65% vacant. 
 
In the banking arena, CoStar Group tallies more than $157 billion in delinquent nonresidential loans on bank 
books at the end of 2010; $10.4 billion in delinquent multifamily loans and another $57.8 billion in construction 
and land development loans. Banks reported another $29.2 billion in restructured nonresidential loans. 
 
In addition, banks reported holding more than $10.2 billion in foreclosed nonresidential properties, $2.6 billion in 
foreclosed multifamily properties and $18.1 billion in construction and land development properties. 
 
In all, distressed CRE bank assets totaled $185.5 billion at the end of the year. That compares to $176.5 billion 
at the end of September 2009. 
 
The amount of foreclosed upon properties is about 33% higher than it was 15 months ago. Foreclosed upon 
apartment complexes and non residential properties each has nearly doubled and foreclosed upon construction 
and land development properties have increased about $4 billion. 
 
In commercial mortgage-backed securities, ratings firm Realpoint reported that the delinquent unpaid balance for 
CMBS loans totaled $62.09 billion at the end of January. That figure has doubled since September 2009, when it 
stood at $31.73 billion. 
 
Multifamily properties make up $16.9 billion of total, followed by: 

 Retail at $14.9 billion; 

 Office, $13.7 billion; 

 Hotels, $9.4 billion; and 

 Industrial, $3 billion. 
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Regulators on Whether Bank CRE Distress Has Hit a Tipping Point 
No! But That Doesn't Mean Banks Won't Be Stressed for Several Years To Come 

With numbers like $185.5 billion of distressed CRE bank assets on the books at the end of 2010 and another 
$62 billion in delinquent CMBS loans, the Congressional Oversight Panel in Washington, DC, recently called 
banking officials to testify on The Current State of Commercial Real Estate Finance and Its Relationship to the 
Overall Stability of the Financial System. 
 
And officials were circumspect in their outlooks. Yes, the rate of deterioration in market and credit conditions has 
leveled off, and yes there are some early signs of price stabilization in a number of key markets. Nonetheless, 
CRE delinquencies and losses are expected to remain elevated for some time. 
 
"While we expect significant ongoing CRE-related problems, it appears that worst-case scenarios are becoming 
increasingly unlikely," said Patrick M. Parkinson, director, Division of Banking Supervision and Regulation 
Commercial Real Estate at the Federal Reserve Board. "CRE portfolio loan concentrations are not a significant 
risk factor for systemically important financial institutions. Some systemically important financial institutions have 
substantial exposures to commercial mortgage-backed securities (CMBS) and to derivatives securities such as 
CRE collateralized debt obligations. However, risks in these areas have been reduced, as significant mark 
downs have already been taken on these securities." 
 
"In addition, conditions in the CMBS market have been improving, with spreads tightening and some new deals 
coming to market," Parkinson said. "However, we see losses in CRE to be an ongoing negative factor in bank 
portfolios that will need to be worked through over the next several years." 

http://www.tranzon.com/
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"Additionally, Parkinson said, "delinquency rates on loans backed by existing nonfarm, nonresidential properties 
leveled off in 2010. Still, even if CRE delinquency metrics continue improving, there remains a sufficiently large 
overhang of distressed CRE at commercial banks such that loss rates for this portfolio will likely stay high for 
some time and many banks with CRE concentrations will remain under stress." 
 
Sandra Thompson, director, Division of Supervision and Consumer Protection at the Federal Deposit Insurance 
Corp., said banks can't count on the CMBS markets to come to their rescue. 
 
"Disruption in the CMBS market has had a significant impact on market liquidity and has contributed to lower 
CRE valuations since 2007. A return of CMBS financing is likely to be slow, improving gradually over time with 
the recovery in CRE market fundamentals," Thompson said. "In the interim, CRE valuations will likely remain 
under pressure, and the sector will continue to be highly dependent on depository institutions for new credit." 
"Distressed CRE loan exposures take time to work out," she added, "and in some cases, require restructuring 
and/or charge-offs to establish a more realistic and sustainable repayment program given cash flow 
deterioration." 
 
Dave Wilson, deputy comptroller, Credit and Market Risk Office of the Comptroller of the Currency, said that 
even as the commercial real estate markets are beginning to recover, banks and thrifts lag that recovery. 
 
"Notwithstanding the modest improvement in vacancy rates, net operating income – a key driver for CRE 
property values and the primary source for loan repayment – continues to decline across most CRE sectors. This 
is because leasing rates remain soft," Wilson told the congressional panel. 
 
"Given the continued weakness of CRE capital markets, the overhang of commercial mortgages that mature in 
the next few years represents one of the greatest risks to CRE loan performance," Wilson added. "Approximately 
$2.2 trillion of CRE loans are scheduled to mature from 2011 to 2018, with CRE loans from banks representing 
more than 60% of all maturities over the next few years." 
 
"Additionally," he said, "a substantial portion of CRE debt that was expected to mature in 2010 may have been 
extended into 2011 or later. Permanent or rollover refinancing of these loans may be difficult due to lower 
property values coupled with lenders' and investors' greater reliance on in-place cash flow and more stringent 
loan-to-value requirements." 
 
"One mitigating factor is the current low interest rate environment, which allows for some projects to cash flow 
since debt service requirements are low," Wilson said. "If interest rates increase without a corresponding 
improvement in the economy, CRE refinancing difficulties would be exacerbated. This is a situation that we are 
continuing to monitor." 
 
Wilson said he expects CRE portfolios will continue to be a drag on national banks' performance for at least the 
next 12 to 18 months. 

Bank Failures Reach 23 for the Year; 

CRE Woes Drove 75% of Them into the Ground 
One more bank failed in the past week, bringing the total number of U.S. bank failures for 2011 to 23. 
 
Valley Community Bank, St. Charles, IL, was closed by the Illinois Department of Financial and Professional 
Regulation – Division of Banking, which appointed the Federal Deposit Insurance Corp. (FDIC) as receiver. 
 
The FDIC entered into a purchase and assumption agreement with First State Bank of Mendota, IL, to acquire 
essentially all of its assets and five branches. 
 
As of Dec. 31, 2010, Valley Community Bank had approximately $123.8 million in total assets, of which $8.7 
million was repossessed real estate. Most of its troubled assets were tied to residential properties. 
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The FDIC estimates that the cost to its Deposit Insurance Fund (DIF) will be $22.8 million. 
 
According to a new U.S. Bank Failure Report from Trepp, a provider of CMBS and commercial mortgage 
information, commercial real estate problems were the main driver in three-fourths of the February failures, 
continuing a trend throughout this cycle. 
 
For the group of 12 failed banks in February, Trepp noted that commercial real estate loans comprised $230 
million (or 72%) of the total $320 million in nonperforming loans. Construction loans made up 37% of the total, at 
$119 million, while commercial mortgages contributed $111 million (35%) of the total nonperforming pool. 
 
The residential real estate loan category was a distant second, with $65 million in nonperforming loans. That was 
20% of the total nonperforming balance. 
 
The remaining amounts among the nonperforming loans were C&I loans ($19 million, 6% of the total) and 
consumer and other loans ($6 million, 2% of the total). 
 
Most of the failures occurred in boom/bust areas such as Georgia, California and Florida. The balance occurred 
in the Midwest, a region which has also featured prominently in bank distress. 
 
For the three years from 2008 through last year, CoStar Group counts 337 bank failures in the 50 states and the 
District of Columbia. At the time of their closures, the banks controlled $626 million in assets. 
 
Washington Mutual was the largest failure at $307 billion in assets. By asset count West Coast bank failures 
accounted for $422 billion of the failed institutions. Following those states were: 
 

 Florida with $33.6 billion in failed assets 

 Illinois, $32 billion 

 Alabama, $27.3 billion 

 Georgia, $26 billion 

 Texas, $19 billion and 

 Ohio, $12.8 billion. 

BankAtlantic Consents to Cease & Desist Order 
BankAtlantic Bancorp and its principal operating subsidiary, BankAtlantic in Fort Lauderdale, FL, consented to a 
cease and desist order with the Office of Thrift Supervision. 
 
BankAtlantic is required, among other things, to increase capital, reduce its classified assets, update its business 
plans, and limit brokered deposits and asset growth. Further, BankAtlantic will generally be restricted from 
making new commercial real estate loans. 
 
"In light of the economic climate, more than 70 banks in Florida and hundreds nationally have been asked by 
regulators to sign supervisory and enforcement agreements," said Alan B. Levan, BankAtlantic Bancorp's 
chairman and CEO. "We have been working closely with our regulators since the start of this economic 
recession to increase capital, reduce higher risk and non-performing loans, return to profitability and continue 
safe and sound banking practices. These agreements formalize steps that we believe are already underway and 
many have already been fully implemented." 
 
"Most of the action steps enumerated in the agreement have been commenced or completed at this time," Levan 
added. "We put many of these controls in place as far back as 2007. Furthermore, we don't rely on brokered 
deposits or have plans to increase our asset size. We see no meaningful impediment to our expected operations 
and anticipate core earnings will continue to remain steady." 
 
"In addition, we anticipate a net gain upon consummation of the previously announced Tampa branch sale to 
PNC Financial Services which is currently estimated to add over 130 basis points (1.3%) to our regulatory capital 
ratios," Levan said. "We believe the remaining capital requirements will be manageable." 
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Blackstone Wins Troubled Centro's Huge U.S. Retail Portfolio 
Following a competitive bidding process, Sydney, Australia-based Centro Properties Group and its managed 
funds agreed to sell all of their U.S. assets and platform for $9.4 billion to BRE Retail Holdings Inc., an affiliate of 
Blackstone Real Estate Partners VI LP. 
 
Centro Properties Group controls 588 U.S. shopping centers in 39 states totaling about 96 million square feet. 
While, the group returned a profit in the second half of last year, the heavily debt-laden company attributed 
almost all of its profits to appreciation of the Australian dollar and revaluation of its properties. However, its 
operating profitability continued to decline. 
 
The group was carrying $16 billion of debt on its books – an amount it called "unsustainable." As such, the 
company starting shopping its U.S. portfolio as a means of recapitalizing the company and its various entities. 
 
"After careful consideration of alternatives and multiple bids for the platform and individual portfolios, the offer 
from Blackstone was compelling and its acceptance was deemed to be in the best interests of [Centro Retail 
Group] securityholders," said Peter Day, chairman of Centro Retail, the largest segment of Centro Properties 
Group. Centro Retail controls 382 of the group's U.S. portfolio. 
 
"The completion of the sale will be a significant step for [Centro Retail] in its restructure and will significantly 
simplify its business model by becoming an Australian-only REIT with a high quality investment portfolio. The 
sale unlocks significant financial capacity which will be used to recapitalize [Centro Retail]," Day said. 
 

http://www.mmgequitypartners.com/
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Centro Properties Group's US portfolio as of Dec. 31 was 87.7% leased, compared with 87.9% at the end of 
June 2010. Same property net operating income decreased 1% for the six months from June to December, 
which was the narrowest decline since June 2008. 
 
"First half results [June to December] in the U.S. continue to demonstrate gradual improvements in portfolio 
fundamentals," said Centro US CEO Michael Carroll. "While we are seeing growing consumer confidence and an 
improving sales environment, the unemployment rate remains high and tight credit markets persist. As such, and 
as expected, property level performance in the first half of the year was tempered. We anticipate this trend to 
persist through the remainder of FY2011." 
 
In December of last year, Centro NP Residual Holding LLC, jointly owned by Centro Properties Group and 
Centro Retail Trust, sold a portion of its interest in 25 shopping centers to, and entered into a joint venture in 
respect of those shopping centers with Inland American Real Estate Trust Inc. in Chicago. The 25 centers had a 
total value of approximately $471 million. 
 
As part of the overall recapitalization, Centro Properties Group has entered into discussions with its senior 
lenders, Centro Retail Trust, and other Australian managed funds to merge all of its funds into one, owning a 
retail property portfolio of Australian regional and sub-regional shopping centers. 
 
"We have previously said that the capital structure of Centro is unsustainable in its current form. The 
[restructuring], if approved, will return Centro to a positive equity position and potentially allow Centro to return 
some value to its stakeholders," said Paul Cooper, Centro Properties Group chairman. 

Largest Shareholder Wins Board Changes at St. Joe; CEO Resigns 
Fairholme Capital Management can claim victory in its battle with The St. Joe Co., one of Florida's largest real 
estate development companies, over the makeup of the landowner's board. 
 
Earlier this month, Bruce Berkowitz and Charles Fernandez, managing member and president, respectively, of 
Fairholme Capital, had resigned their positions as directors on St. Joe's board just six weeks after being 
appointed. They then started a campaign to oust the entire board. Fairholme holds about 29% of St. Joe's 
common stock. 
 
Now, after discussions with St. Joe chairman, Hugh M. Durden, the two entities have reached an understanding 
on changes to the board. The deal also results in the resignation of St. Joe CEO, Wm. Britton Greene. 
 
Current St. Joe board members: Michael L. Ainslie, John S. Lord and Walter L. Revell, have resigned and been 
replaced with Berkowitz, Fernandez, former Florida governor Charles J. Crist and Howard S. Frank, COO of 
cruise liner firm Carnival Corp. 
 
Fairholme has also called its efforts to replace the remainder of the board. 
 
"Britt has been instrumental in the growth and development of St. Joe over the past 13 years. We are grateful for 
his many valuable contributions to the Company and wish him the best in his future endeavors," Durden said in a 
prepared statement. 
 
"St. Joe is committed to acting in the best interests of shareholders, and in light of the feedback the board of 
directors has received, we are taking steps to change the Company's governance and leadership. We look 
forward to working with the new members of the Board to build shareholder value and advance St. Joe's 
leadership position in the Northwest Florida real estate market," Durden said. 
 
Last month, St. Joe's board announced that it decided to explore financial and strategic alternatives. It intends to 
consider the full range of available options including a revised business plan, operating partnerships, joint 
ventures, strategic alliances, asset sales, strategic acquisitions and a merger or sale of the publicly held 
company. 
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Retailers' Growth Plans Up 40% 
With shoppers returning to the malls, retail expansion plans have kicked in to higher gear. 
 
"Following the strong performance during this year's holiday sales season, many chains further upped their 
growth plans. Right now, expansion plans are up 40% over last year's levels," said Garrick Brown, ChainLinks 
Retail Advisors research director. 
 
ChainLinks Retail Advisors today released its inaugural version of its National Retailer and Restaurant 
Expansion Guide. The report details the current expansion plans for more than 400 hundred of the largest U.S. 
retail and restaurant chains. 
 
"Nearly every region in the United States is experiencing an increase," Brown explained. "However, the strongest 
surge in growth plans has been in those markets where unemployment is lowest. The greater Washington DC 
area remains highly desirable, as does the greater Eastern Seaboard from Boston to the Carolinas. We have 
also seen a considerable increase in retailer requirements in the Chicago market. Texas remains extremely 
popular. And though both have elevated unemployment, both Florida and California have also seen a spike in 
retailer demand in most markets. Regardless, numbers are up across the board whether in the Pacific Northwest 
or the Gulf Coast states." 
 
"Ultimately," Brown said, "the current surge demonstrates to us two key factors; the return of optimism within the 
retail sector, and the desire to expand quickly now—while rents are still low." 
 
According to the report, some of the most active retailers currently include; 
 

 7-Eleven is hoping to open as many as 350 stores in the U.S. and Canada this year. 

 99 Cents Only is planning on at least 25 new units. 

 Aldi is planning on at least 100 new stores in 2011. 

 Apple will add at least 50 new stores in 2011. 

 AT&T--expect at least 100 new cellular stores this year. 

 Bottom Dollar Food could add as many as 110 stores in 2011. 

 Burlington Coat Factory is planning on at least 20 new stores. 

 Chico's could add as many as 40 units in the next 18 months. 

 Citi Trends may open as many as 65 new stores this year. 

 CVS will open as many as 275 stores this year. 

 Dick's Sporting Goods could see as many as 40 new stores this year. 

 Dollar General plans on 625 new stores in 2011. 

 Dollar Tree will open as many as 275 stores this year. 

 Family Dollar has 300 stores on tap for 2011. 

 Five Below plans on at least 50 new stores this year. 

 Forever 21 could be looking at as many as 50 new stores this year. 

 Fresh & Easy could open as many as 60 stores this year. 

 HHGregg could be opening as many as 60 stores this year. 

 Jo-Ann Stores could open as many as 50 units in the next twelve months. 

 Pep Boys may open as many as 55 new stores. 

 Ross Dress for Less/dd's Discount are likely to open 60 stores this year. 

 Save-A-Lot will open as many as 100 new stores this year. 

 Tractor Supply has plans for as many as 75 units in 2011. 

 ULTA has 60 stores planned this year. 

 Verizon Wireless should add at least 125 stores. 

 Walmart could be adding as many as 400 stores throughout North America over the next 30 months.  
 
Restaurant operators have also upped their growth plans, though franchise operators remain the most active 
segment of the marketplace. Some of the most active restaurant chains currently include: 
 

 Auntie Anne's is looking to add at least 50 units this year. 

 Baskin-Robbins is looking at opening at least 60 standalone and 100 co-branded units. 
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 Bojangles Chicken n Biscuits could open as many as 50 units this year. 

 Buffalo Wild Wings should hit the 100 new unit mark this year. 

 Charley's Grilled Subs has plans for at least 100 new units this year. 

 Checkers/Rally's has plans for as many as 125 units. 

 Chick fil-A should hit the 80 new unit mark this year. 

 Chipotle will open as many as 130 new stores this year. 

 Cold Stone Creamery would like to top 100 new units in 2011. 

 Denny's will be opening at least 111 new restaurants this year. 

 Dunkin Donuts could see as many as 350 new units this year. 

 Five Guys Burgers and Fries should top 200 new stores in 2011. 

 Genghis Grill is hoping to open 100 restaurants this year. 

 IHOP will open between 50 and 70 new units in 2011. 

 Little Caesar's will open at least 100 new stores this year. 

 Marco's Pizza is looking at opening at least 75 new units. 

 Panda Express will open a minimum of 100 stores this year; likely more. 

 Panera Bread will open about 100 new restaurants this year. 

 Penn Station East Coast Subs is hoping to open 100 units in 2011. 

 Pinkberry is likely to hit the 100 new unit count for the coming year. 

 Popeye's will likely open 130 new restaurants this year. 

 Red Mango is likely to open 100 new units this year. 

 Smashburger is likely to open at least 100 new restaurants in 2011. 

 Sonic would like to open as many as 85 units this year. 

 Starbucks will open 100 new US stores this year. 

 Wingstop will open as many as 90 new units in 2011. 
 
"This publication is unlike any other in the commercial real estate industry in terms of the depth and the scope of 
the data it includes," said Matt Kircher, president of ChainLinks Retail Advisors. "This is the first in a series of 
new reports that we will be launching this year that we are very excited about. Our goal is to create nothing less 
than the gold standard in the industry for retail research reporting." 
 
Founded in 1979, ChainLinks is a leading retail real estate advisory services organization in North America 
serving America's retailers, landlords, and investors. It is comprised of privately owned companies in 60+ cities 
with more than 800 retail brokers. 

GA Keen Wins AJ Wright Assignment 
GA Keen Realty Advisors, a division of Great American Group, has been retained to assist TJX Companies, Inc. 
in the marketing and disposition of 20 former AJ Wright sites throughout the United States. The sites are located 
in CA (4), IL, MA, MD, NJ (2), NY, OH (3), PA (2), RI, TN (2) and VA (2) and range in size from 18,577 square 
feet to 30,152 square feet. 
 

 90 River St. Waltham, MA 

 110 North Wilson Rd. Columbus, OH 

 140 West Side Mall Edwardsville, PA 

 520 Milltown Rd. North Brunswick, NJ 

 570 S. Mt. Vernon Ave. San Bernardino, CA 

 1807 N. Hacienda Blvd. La Puente, CA 

 2958 Niles St. Bakersfield, CA 

 3481 Austin Peay Hwy. Memphis, TN 

 3776 East Broad St. Whitehall, OH 

 4091 Elvis Presley Blvd. Memphis, TN 

 4818 Northern Blvd. Long Island City, NY 

 6230 Van Buren Blvd. Riverside, CA 

 6644 Security Blvd. Baltimore, MD 

 7580 West Broad St. Richmond, VA 
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 79-95 Great Southern, Columbus, OH 

 8101 Tonnelle Ave. North Bergen, NJ 

 1916 Dempster St. Evanston, IL 

 1971 Military Hwy. Chesapeake, VA 

 2485 Warwick Ave. Warwick, RI 

First of Borders Groups' Lease Cancellations Approved 

Company Leased Premises Affect Party 
Monthly Rent; Orig. 
Lease Expiration 

Borders Group Inc. 
Milwaukee Marketplace, 1123 N. 
Milwaukee, Boise, ID 

Hawkins- Smith, Hawkins- Smith 
Management Inc. $57,941; 11/30/2015 

Borders Group Inc. 
1600 Pearl Street Mall, Boulder, 
CO Pearl Street Mall Properties $74.291; 1/31/2021 

Borders Group Inc. 
600 Hennepin Ave., Suite 130, 
Minneapolis, MN Alatus LLC $60,918; 1/31/2023 

Borders Group Inc. 3900 Gantz Road. Grove City, OH H & R REIT $50,000; 3/31/2017 

Advertisement 

 

http://www.investcapadvisors.com/
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Latest Corporate Facility Closures & Layoffs 

Company Address 
Closure 
or Layoff 

Owned 
or 
Leased 

No. 
Impacted Impact Date 

CoStar 
Prop. ID 

Food Basics 1700 Park Ave., Bridgeport, CT Closure Leased 90 4/15/2011 6725572 

MannKind Corp. 1 Casper St., Danbury, CT Layoff Owned 131 Immmediately 5354 

Electric Boat 
75 Eastern Point Road, Groton, 
CT Layoff Owned 23 4/15/2011 7257067 

Unitrin Direct 500 S. Broad St., Meriden, CT Closure Leased 70 4/4/2011 578380 

Ben-Ezra & Katz 
2901 Stirling Road, Suite 300, 
Ft. Lauderdale, FL Unknown Leased 182 2/14/2011 378708 

Brokers' Floridian 
Title Corp. 

2901 Stirling Road, Suite 300, 
Ft. Lauderdale, FL Unknown Leased 36 2/14/2011 378708 

Robb & Stucky 
14550 Plantation Road, Ft. 
Myers, FL Unknown Leased 178 4/23/2011 1255684 

Wells Fargo 
10401 Deerwood Park Blvd., 
Jacksonville, FL Unknown Leased 155 4/25/2011 387454 

The Yachts of 
Seabourn 

6100 Blue Lagoon Drive, Suite 
400, Miami, FL Unknown Leased 72 3/31/2011 379132 

Boston Scientific 
Corp. 8600 N.W. 41st St., Miami, FL Unknown Owned 31 3/14/2011 

356622, 
7842566 

Schenck Co. 3964 Shader Road, Orlando, FL Unknown Owned 528 4/15/2011 784847 

DJS Processing 
900 S Pine Island Road, Suite 
400, Plantation, FL Unknown Leased 96 2/15/2011 790693 

United Space 
Alliance 

1102 John Glenn Blvd., 
Titusville, FL Unknown Owned 549 4/8/2011 792756 

Greatwide 
190 Winter Haven Blvd., Winter 
Haven, FL Unknown Leased 131 4/2/2011   

Genco ATC 
901 Northfield Drive, 
Brownsburg, IN Closure Leased 76 4/30/2011 686484 

Masco Support 
Services 

300 S. Carroll Road, 
Indianapolis, IN Closure Owned 67 7/29/2011   

Pepsi Beverages 
Co. 1650 Union Ave., Baltimore, MD Closure Owned 77 3/11/2011 141086 

GE Aviation  
20501 Seneca Medows Pkwy, 
Gaithersburg, MD Layoff Leased 44 4/1/2011 606545 

Xiotech 
6455 Flying Cloud Drive, Eden 
Prairie, MN Unknown Leased 40 3/6/2011 1030650 

Nestle Healthcare 
Nutrition 

1600 Utica Ave. S, Suite 600, 
St. Louis Park, MN Unknown Leased 243 3/13/2011 1032437 

Therma-Tru Corp. 
960 W. Barre Road, Archbold, 
OH Closure Leased 79 4/1/2011   

Cooper Standard 
Automotive. 

400 Van Camp Road, Bowling 
Green, OH Closure Owned 200 4/5/2011 1107892 

Premier 
Manufacturing 
Corp. 

12117 Bennington Road, 
Cleveland, OH Closure Leased 100 3/28/2011 490799 

Kmart 
1825 N. State Route 19, 
Fremont, OH Layoff Leased 133 4/29/2011 6811753 

WellPoint 
Inc.(Anthem Blue 
Cross Blue Shield) 

2405 Market St., Youngstown, 
OH Layoff Leased 51 4/15/2011   

Haggen 
9055 SW Murray Blvd., 
Beaverton, OR Closure Owned 72 4/27/2011 6081208 

Blue Heron Paper 
Co. 419 Main St., Oregon City, OR Closure Owned 135 2/28/2011   
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Jacobs Field 
Services North 
America 

850 W. Baytown Road, 
Baytown, TX Layoff   200 4/3/2011   

South Texas 
Health System 

1400 W. Trenton Road, 
Edinburg, TX Closure   66 4/11/2011   

Amazon.com 2700 Regent Blvd., Irving, TX Closure Leased 119 4/13/2011 766568 

Smithfield 
Packaging 

601 N. Church St., Smithfield, 
VA Closure Owned 53 3/26/2011 1507072 

Kmart 5007 Victory Blvd., Tabb, VA Layoff Leased 158 3/26/2011 943745 

Current USA 
2600 International Pkwy, 
Virginia Beach, VA Closure Leased 70 8/1/2011 938296 

Harland Clarke 
Holdings Corp. 300 Meridian E, Milton, WA Closure Leased 53 4/9/2011 905448 

Ruan Logistics 
Corp. 

2710 Arbor Court, Eau Claire, 
WI Closure Owned 63 4/1/2011   

Aerial Co. 2300 Aerial Drive, Marinette, WI Layoff Owned 77 4/6/2011 1307651 

Portage Daily 
Register (Madison 
Newspapers Inc.) 

1640 LaDawn Drive, Portage, 
WI Layoff Owned 33 4/23/2011   

Watch List: Recent Appraisal Reductions 

Property 
Name Address 

Property 
Type 

Sched. 
Ending 
Loan Bal. 

Appraisal 
Reduction 
Amount 

Recent 
App. Value App. Date 

CMBS; 
Special 
Servicer 

Mayfair 
Village; 
Midland 
Plaza; Market 
Place 

5000 N. May 
Ave.; 3001 
Northwest 
Expressway; 
3303 S. Blvd., 
Oklahoma City; 
Oklahoma City; 
Edmond, OK Retail $23,567,875 $5,355,998 $20,795,000 1/7/2011 

BACM 2006-
2; Helios 
AMC 

Holiday Inn 
Select Norfolk 

1570 N. Military 
Highway, Norfolk, 
VA Lodging $18,758,763 $9,942,071 $10,900,000 10/18/2010 

BACM 2008-
LS1; LNR 
Partners 

The Shops At 
Copper Basin 

2510 E.t Hunt 
Highway, Queen 
Creek, AZ Retail $10,575,000 $8,062,965 $3,700,000 12/4/2010 

BACM 2008-
LS1; LNR 
Partners 

Shadow 
Mountain 
Apartments 

12440 N. 19th 
Ave., Phoenix, 
AZ Multifamily $9,798,778 $5,663,454 $5,150,000 11/16/2010 

BACM 2008-
LS1; LNR 
Partners 

Hampton Inn 
Knoxville 
East 

7445 Sawyer 
Lane, Knoxville, 
TN Lodging $6,655,309 $863,066 $9,700,000 8/1/2007 

BACM 2008-
LS1; LNR 
Partners 

Donnelly 
Gardens 

1295 Donelly 
Ave. SW, Atlanta, 
GA Multifamily $6,138,606 $4,041,943 $2,620,000 12/30/2010 

BACM 2006-
2; Helios 
AMC 

Holiday Inn 
Express 
Knoxville 

730 Rufus 
Graham Road, 
Knoxville, TN Lodging $5,013,886 $558,743 $5,000,000 9/28/2010 

BACM 2008-
LS1; LNR 
Partners 

Stone Canyon 

7293 W. Sahara 
Ave., Las Vegas, 
NV Retail $5,000,000 $1,250,000 $7,300,000 8/6/2007 

BACM 2007-
C5; 
Centerline 
Servicing 

Tate's Creek 

3565 Tates Creek 
Road, Lexington, 
KY Multifamily $4,571,556 $1,954,896 $3,575,000 1/4/2011 

BACM 2008-
LS1; LNR 
Partners 
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Property 
Name Address 

Property 
Type 

Sched. 
Ending 
Loan Bal. 

Appraisal 
Reduction 
Amount 

Recent 
App. Value App. Date 

CMBS; 
Special 
Servicer 

River Place 
Office 

2111 Parkway 
Office Circle, 
Hoover, AL Office $3,704,038 $1,667,799 $2,770,000 10/20/2010 

BACM 2007-
C5; 
Centerline 
Servicing 

Buildings 200 
& 300 

433 Canton 
Road, Cumming, 
GA Industrial $2,178,556 $1,115,973 $800,000 1/18/2011 

BACM 2008-
C1; CW 
Capital Asset 
Management 

Advertisement 
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