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Tenants Still Rule the Market 
The Confirmation of Slowing Job Growth Will Keep Landlords Aggressive on Lease Deals 

This week's disappointing job growth numbers make it abundantly clear that it's still a tenants' market out there 
and no amount of aspiring to the contrary will make it easier for landlords fighting to attract and retain them. 
 
The job news "is an obstacle and a cautionary line creating uncertainty in the short-term outlook," said Carl 
Conceller, principal of NAI Desco in St. Louis, MO. "Landlords are keenly aware of the limited tenants in the 
market place and the need to maintain occupancy in a highly competitive market. Landlords will continue to be 
aggressive in structuring leases to capture tenants as early as possible, while blocking them from the 
competition." 
 
For the record, here's a summary of monthly jobs number released this past week by the U.S. Department of 
Labor: Total nonfarm payroll employment grew by just 69,000 jobs; following 77,000 new jobs in April. By 
comparison, the average monthly employment gain in the first quarter of the year was 226,000. 
 
In May, employment rose in health care, transportation and warehousing, and wholesale trade -basically the 
industrial sector. While construction, accounting and bookkeeping services, in services to buildings and dwellings 
and professional and business services lost jobs - basically the office sector. 
 
"The report was disappointing, but not unexpected considering the negative economic news of late regarding the 
European debt and its potential impact on the U.S. economy," Conceller said. "The report, in conjunction with the 
European debt crisis, has obviously disrupted markets and caused uncertainty among U.S. businesses." 
 
Larry Hausman, senior associate of Marcus & Millichap in Louisville, KY, said that if landlords were smart they 
would make whatever deals they can get done and still make a profit. 
 
The job numbers don't make prospects for the investment market very attractive either, Hausman said. 
"Investors are going to shove their hands even deeper into their pockets, choosing to take their licks against 
inflation while staying in cash a while longer," he said. "There will be fewer buyers until Europe stabilizes and 
more than 125,000 new jobs are created each month (what is needed to break even after population growth)." 
 
NAI Desco's Conceller had a different take on impact of the disappointing job numbers on investing. 

MARK HESCHMEYER, EDITOR WWW.COSTAR.COM JUNE 7, 2012 
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"Investors recognize that the markets are at historic lows. The current environment provides unique opportunities 
to acquire investment properties well below replacement value with significant upside growth and returns far 
greater than can be achieved in alternate investments," Conceller said. 
 
"A major contributing factor to the investment market is the unusually low interest rates available to qualified 
investors," he added. "Additionally, foreign investors are reallocating capital into the US real estate market 
because of the relative stability of the U.S. economy when compared to many foreign markets, the 
aforementioned report notwithstanding." 
 
Still, the latest job growth numbers proved to be a double whammy with little new hiring and more announced 
reductions. In May, the nation's employers announced plans to cut 61,887 workers from their payrolls, the most 
since last September 2011, according to the latest job-cut report also released this past week by global 
outplacement firm Challenger, Gray & Christmas Inc. The May job-cut total was up 53% from April and 67% over 
May a year ago. 
 
May job cuts were dominated by the computer industry, propelled by Hewlett-Packards announced layoffs of 
27,000 workers. 
 
"We may see more job cuts from the computer sector in the months ahead. While consumers and businesses 
are spending more on technology, the spending appears to favor a handful of companies. Those that are 
struggling to keep up with the rapidly changing trends and consumer tastes are shuffling workers to new projects 
or laying them off altogether," said John A. Challenger, CEO of Challenger, Gray & Christmas. 
 
Mark H. Fowler, senior vice president of Weichert Commercial Brokerage Inc. in Edison, NJ, said: "The market 
has definitely slowed down again. Smaller tenants were showing signs of entering the market, which we had not 
seen for a long time. However, that began to dry up well before last Friday's numbers." 
 
"We are still seeing activity from medium to large tenant requirements but the bread-and-butter transactions are 
lacking," Fowler said. "I am not sure that demand will worsen as a result of the numbers but we probably face a 
long, slow summer." 
 
"As for landlords, they have been itching to raise rents but this will only delay that process a while longer, as the 
advantage remains in the tenant's hands," Fowler said. 
 
We polled other commercial real estate industry executives to get their perspective on the jobs market. The 
following is a summary of some of those comments. 

BOTTOM DOESN'T MEAN WE'VE TURNED AROUND 

With a vast majority of our commercial appraisal assignments currently involving foreclosures, REOs and 
bankruptcies, this recent jobs report is no surprise. Even healthy Class A/B office tenants are looking to cut 
costs, and some are also downsizing office space. Leases that were signed back in 2002 and 2007 are coming 
up for renewal at "market rental rates," which means the rates going-forward are going to be flat or below the 
original lease rates. 
 
The Great Recession's negative impact on tenant demand for Class A/B office space in this market appeared to 
bottom out approximately a year ago. Currently, the demand curve is still at the bottom of the cycle and favors 
tenants and investors seeking bargains. 
 
However, the local market has too many Class A/B office properties in the foreclosure-bankruptcy-REO cycle 
which need to work their way through the courts and find their way back to new investors. As they go through the 
legal channels, these financially-distressed buildings generally are not properly maintained, which frustrates 
current tenants and makes the properties unattractive to prospective tenants. 
New tenants are being offered generous TI [tenant improvements], free rent and very low lease rates, especially 
in suburban Class B office complexes. As previously mentioned, even healthy, renewing tenants are looking for 
better rates and terms. 
John Irby, Appraiser, Pinel & Carpenter, Orlando, FL 

DEFINITELY PROBABLY 
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I have to think landlords have been anticipating this, swinging the needle more to the lessee. That shouldn't 
change in terms of concessions, etc. I think domestic and euro investors will still flock to CRE assets given the 
risk adjusted returns, risk premium (spread to cap rate over the 10 year Treasury) at all-time highs, even for 
core/core plus assets. This is also in the face of a lack of supply. And... QE3 [a third round of Federal Reserve 
quantitative easing] is definitely probably on the table now... We will see! 
Coley O'Brien, CMBS Research, MKP Capital Management LLC, New York, NY 

IT COULD BE WORSE 

The latest job numbers are an aberration, but numbers will continue to be week for six to eight weeks. The 
impact will be minimal unless consumer confidence takes a hit for a significant (eight to ten weeks) period of 
time. If things worsen longer term, tightening of concessions and rent could reverse course. 
Ryan Phillips, President, Signature Asset Management Inc., Dallas, TX 
 
We saw a significant upturn in demand for space in the fourth quarter of 2011 and in the first quarter of 2012, 
and took advantage of the upturn. We had enough stabilization the past 18 months or so in both occupancy and 
price that would cause us to remain consistent with our lease negotiations and pricing. The last two months has 
seen demand slow in each of the markets we serve. It's disappointing, but not surprising. Due to the upcoming 
elections and specific policy-related uncertainties, I would expect the trend to continue at a stagnant pace. 
Robert G. McDonnell, Senior Vice President, Ciminelli Real Estate Corp., Williamsville, NY 
 
With interest rates at near historic lows, strong operators/investors should be able to reduce their debt service 
cost. This reduction can then afford the investors the ability to manage occupancy levels and rental rate 
concessions. 
James M. Gottstine, Senior Vice President, Ciminelli Real Estate Corp., Williamsville, NY 
 

EXPECTATIONS TOO HIGH AND PRESS TOO BAD 

The report is not a surprise. There have been no fundamental changes in the economy that would spur 
sustained job growth. The only positive development has been the reduction in oil (gas) prices. Landlords will not 
be impacted by this jobs report. They have been reacting to the poor economy and higher vacancy rates for 
years now, their behavior is established. Local and regional tenants are more impacted by positive or negative 
sentiment. "Bad press" can reduce confidence among these tenants, which will make them more tentative to sign 
new lease commitments. Larger national tenants make decisions based upon a more macro view and will not 
significantly change course. 
David M. Barker, Broker / Owner, Acuity Commercial Group, Louisville, KY 
 
The job report is not surprising. The positive side is that overall we are adding jobs despite the public sector 
losses. The disappointment comes in reference to the expectations. I am not sure where the expectations come 
from, but perhaps that is the problem… the expectations are too high. 
Gary Goss, Senior Vice President, Cassidy Turley, San Diego, CA 

DON'T BELIEVE EVERYTHING YOU READ 

The numbers don't surprise me. I don't trust the government numbers as the ways in which they track them are 
usually twisted in a positive way. Any negative news can stifle the confidence that has been building. There is a 
debate about the relevance of retail numbers regardless. I'd like to see more production numbers, both 
employment and output. The effect of unemployment isn't felt as quickly or badly as higher gas prices, rising 
interest rates, etc. 
Russell J. Bardolf, Director of Sales, Rock Commercial Real Estate LLC, York, PA 
 
I earned a great living in commercial for 25 years and now we are fighting to make a 1,000-square-foot office 
deal at 75 cents per square foot!!! Gross. I don't trust the numbers the government gives. I think it is worse. In 
more than 30 years in the business this is the worst I have seen it. 
Richard Dick Myers, Great Estate Realty, Roseville, CA 
 
I think their numbers are off ~ seriously. All we're seeing from a tenant rep's view are growth and expansion! 
Debra Lee Stevens, CCIM, Principal, The Stevens Group | ITRAGlobal, Boston, MA 
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  PRIME RETAIL LEASE AVAILABLE 
MIDTOWN MANHATTAN 

 

PROPERTY 

Address: 21 West 34th Street, New York, NY (closing Esprit retail location) 

Retail Space: 
~17,741 gross Sq. Ft:  
Ground Floor: 6,451 Sq. Ft, Second Floor: 5,100 Sq. Ft, Basement: 6,190 Sq. Ft. 

Current Rent: Annual: $3,182,700 Monthly: $265,225 

Location: Across street from Empire State Building.  1 block from Macy’s / Herald Square / 34th St. Subway 

Surrounding 
Retailers:  

Aldo, Geox, Aeropostale, Zara, Levi’s, Express, Nike, Banana Republic, Fossil, Aerosoles, 
American Eagle Outfitters, Forever 21, Gap, Steve Madden, Foot Locker, Modell’s, Daffy’s, Staples, 
Journeys, Sunglass Hut, LeSportSac, Men’s Wearhouse, H&M, Victoria’s Secret, Macy’s!!! 
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21 West 34th Street, New York 

Flagship Location – 17,741 Total SF  
in World Class Area  

34th St. between 5th & 6th Avenues  
 
 

Located Along one of NYC’s  
Highest Retail Concentrations with  
75+’ of Frontage on 34th Street! 

 

Source: CityMaps.com 

http://bit.ly/MEyYKF
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There are too many different reports on the economy, jobs, markets, and consumer sentiment. No one really 
feels tethered by these mixed reports. Government is trying too hard to read "Good News" into everything and 
not letting the market and businesses/consumers work thru these issues with normal maturation and normal 
demise. 
Ron Deem, Commercial Sales & Leasing, Long & Foster Commercial, Mitchellville, MD 
 
Most investors have known for a long time that the government has been skewing the numbers to make a 
horrendous situation look better. You cannot put earrings on this pig, without the pig showing up some day. If this 
is the new numbers with the best lipstick available, it is much much worse. My clients hunkered down for this 
storm years ago. We are on the front lines, not in the bubble of Washington, DC, or the Casino of Wall Street. 
We will survive at a different level. At the end of the day real estate is still there (more than I can say for 
derivatives). 
Bill Witter, Broker Commercial Division, Equity Pro Realty Inc., Tampa Bay, FL 

2012 Gold Rush: Alaska Wants To Buy Your Vacant House in the Lower 48 
In this bear investment market, the Alaska Permanent Fund Corp. is planning to make a $400 million 
commitment to hunt for vacant single-family homes in the lower continguous U.S. 
 
Under its single-family homes strategy, the Alaska fund would not purchase or directly own the properties, but 
instead, will provide up to a $400 million of investment capital to American Homes 4 Rent LLC to purchase 
packages of vacant homes in the lower 48 and manage those homes for the fund as rental properties. American 
Homes 4 Rent already owns 1,000 single family homes. 
 
Call it the new gold rush. 
 
"The reported shift in consumer interest from owning homes to renting, combined with the surplus of single-
family homes in many markets has created this unique opportunity," said Alaska Permanent Fund board 
chairman Bill Moran. "When we created the allocation to special opportunities, the purpose was to create room 
within the fund where we could take advantage of unexpected investment opportunities such as this single-family 
homes strategy." 
 
APFC has appointed Callan Associates as its general consultant, giving it a 3-year contract to oversee the plan. 
In addition, the fund added $1.2 billion to the fund's private asset allocations at its regular meeting in Anchorage 
this past week. 
 
"Because the general consultant serves in a fiduciary capacity, we are not required to go through an RFP 
process to hire a firm," said Moran. "However, we feel that it is prudent to periodically review the available 
universe of general consultants to ensure that we are getting the most that we can out of this resource. Callan 
Associates has provided us with many years of solid service and we look forward to working with them in the 
future." 
 
The board also reviewed the fund's private equity and infrastructure programs. As part of the review, staff 
presented recommendations for new allocations for Fiscal Year 2013, which will begin on July 1 of this year. 
 
The board approved the recommendations, allocating $820 million to private equity and $400 million to 
infrastructure. Prior to these additions, the APFC had committed $3.4 billion to private equity and $1.4 billion to 
infrastructure. 

Grand Ole REIT: Gaylord To Reorganize; Sell Brand to Marriott 
Gaylord Entertainment Co. agreed to sell the Gaylord Hotels brand and the rights to manage its four hotels to 
Marriott International Inc. for $210 million cash. 
 
Following the sale, Gaylord will continue to own its hotel properties and other businesses. It plans to reorganize 
and has elected to be treated as a real estate investment trust (REIT) effective Jan. 1, 2013. 
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The company will be the only lodging REIT focused primarily on group-oriented destination hotels in urban and 
resort markets. 
 
The decision to sell its hotel management and brand to Marriott and convert into a REIT follows a review of 
strategic options by Gaylord's board. In concluding to pursue this option, the board and management team said it 
focused on three key elements: the cash received in connection with the sale of the brand and management 
rights; the expected substantial cost savings and revenue enhancements due to Marriott's scale and reach in the 
hospitality market; and the company's positioning as a well capitalized REIT focused on group-oriented 
destination hotels in urban and resort markets. 
 
"Through the brand-building chapter of our life, we created an organizational structure that drove the brand to 
emerge as one of the very best in its segment," Colin V. Reed, chairman and CEO of Gaylord, told investment 
analyst. "But as growth in our company slowed as a result of the recession, the inefficiency of our cost structure 
became very apparent, and both our trading multiple and stock price became quite erratic." 
 
Reed said the board realized it needed to adopt an operating structure more tailored to its business in the current 
envionment. 
 
"As we began to do so, it became clear to us that the consequences of not acting could result in some other 
entity making an offer to buy the company at a price below what we believe its true value to be," Reed added. 
"That same entity will then do the same that we are proposing, i.e., cost reductions, and reap all the benefits for 
themselves." 
 
Reed said the board considered numerous options, including the sale of the company, but in the end decided the 
option to become a REIT presented the best option for its shareholders. 
 
"The REIT structure allows us to benefit from a more efficient tax structure, and establish a platform to grow our 
distinct asset base through organic growth of our existing portfolio and, in time, through strategic acquisitions," 
Reed said. 
 
Equally important, he added, are the "significant property efficiencies and corporate overhead reductions" from 
tapping into Marriott's expansive sales force and rewards program for driving additional transient demand to 
Gaylord's properties. 
 
"Based on our analysis to date, we anticipate annualized cost synergies, net of management fees, will total 
approximately $33 million to $40 million. In addition, we believe we will have a unique competitive position in the 
hospitality REIT marketplace with a well capitalized balance sheet and a relatively predictable FFO (funds from 
operations) stream," Reed said. 
 
Terms of the management agreement call for Marriott to manage the four properties under the Gaylord Hotels 
flag. Marriott will receive a management contract with an initial 35 year term, 2% base management fee, and an 
incentive fee linked to improvement in hotel profitability. 
 
Gaylord will continue to own and operate the Grand Ole Opry, Ryman Auditorium and other attractions as 
taxable REIT subsidiaries. 
 
"I want to make this abundantly clear for this market, for the people in this market, the Opry, the Wyman, the 
WFM, the three legacy brand that are so precious to this community, there is no intent to do anything with these 
assets, we are not going to have a fire sale for these brands," Reed said. "We think these brands particularly the 
Opry has the ability to grow, particularly the way people now listen to music and literally see music across the 
world. 
 
But regarding its other assets, Reed said, "if somebody comes to us and has a compelling idea to increase the 
value that our shareholders can get from the other assets we would of course look at that." 
 
Gaylord's other properties include: Gaylord Texan Resort and Convention Center in Grapevine, TX, (Dallas-Ft. 
Worth); Gaylord Palms Resort and Convention Center in Kissimmee, FL (Orlando); and Gaylord National Resort 
and Convention Center in Prince George's County, MD (Washington, DC). 
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Regarding its proposed Colorado development, Reed said: "As a REIT we will no longer view large-scale 
development as a means for growth, and will not be proceeding with the Colorado project in the form previously 
anticipated. We will use the coming months to examine how the project could be completed with minimal 
financial commitment by our Company through the development phase." 

OUTLOOK 

Going forward, Reed said as a REIT, the company's strategy will focus on group orientated resorts prospectively, 
not just the ones it has. 
 
"The difference going forward is that if you recall back four years ago five years ago before the world fell apart 
we had consecutive strategy called what became known as Gaylord light which was these hotels in the 500, 600, 
700 rooms that are plentiful, several there are almost 100 hotels of these across the country that have anywhere 
from 75 thousand to 125,000 feet of meeting space," he said. 
 
"And so I think that there is going to be great growth from the existing assets that we have. We think these 
assets can be expanded, the ones that we own today as the Marriott machine kicks in. We think those hotels 
have a lot more leverage in them and we think there is great opportunity to focus this Company on the group 
resorts across the country and that's where we will be building a plan and sharing it with the shareholders in the 
months to come," Reed said. 
 
Reed concluded, "We continue to see positive outside-the-room spending and advance bookings trends in our 
business from both our group and leisure transient guests. We believe that the cost management initiatives we 
have put in place to date will continue to drive solid margin performance, and that the strengthening we have 
seen in group behavior will create additional revenue and profitability opportunities for us in the remainder of 
2012." 

Loews To Acquire First Hotel in New Expansion Plan 
Loews Hotels & Resorts, a wholly owned subsidiary of Loews Corp., has agreed to acquire the 632-room 
Renaissance Hotel & Spa in Hollywood, CA from CIM Group. The hotel has 632 guestrooms, including 32 suites, 
as well as over 48,000 square feet of meeting space. 
 
"This is the first acquisition in our new strategy to approximately double the brand's portfolio to more than 30 
hotels over the next three to five years," said Paul Whetsell, who joined the company as president and CEO 
earlier this year. "With access to discretionary capital to acquire, develop and joint venture - we are uniquely 
poised to fill our distribution gaps in major North American gateway cities, such as Boston, Chicago, San 
Francisco, Washington, D.C., New York, Dallas, Toronto and Seattle." 
 
Loews is finalizing plans for a $26 million renovation to its Hollywood property with expected completion in the 
summer of 2013. 
 
The hotel anchors the connecting mixed-use Hollywood & Highland Center, a 460,000-square-foot, five-story 
structure featuring more than 80 specialty retail outlets. The complex offers a wide range of entertainment 
options, including 26 restaurants and eateries, two nightclubs, seven movie screens, eight bars and 12 bowling 
lanes. The master-planned development also houses the Dolby Theatre, home to the Academy Awards® 
presentation and features IRIS, Cirque du Soleil's first resident show in Los Angeles. The hotel is readily 
accessible to the 17,000-seat Hollywood Bowl amphitheater and Universal Studios Hollywood theme park and 
movie studio. 
 
The acquisition is expected to be completed June 16 and the property will rebrand immediately to the Loews 
Hollywood Hotel. New York City-based Loews Hotels & Resorts currently owns or operates 17 hotels and resorts 
in the U.S. and Canada. 
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CMBS Delinquency Rate Hits All Time High in May 
The loan delinquency rate for commercial mortgage-backed securities (CMBS) set an all-time record high in May 
moving 24 basis points to 10.04%. In the process, the delinquency rate broke through the 10% threshold for the 
first time ever. 
 
Whether the rate creeping into double digits for the first time carries some psychological impact remains to be 
seen, according to Trepp LLC. For many investors, the real impact may be in how long it took the delinquency 
rate to reach this 
point after some 
expected a 
"tsunami" of 
foreclosures that 
has for the most 
part, failed to 
materialize. 
 
"While cracking the 
10% barrier might 
weigh on the 
market's psyche for 
a short time, there 
are likely better 
days ahead in terms 
of delinquencies 
over the next six 
months. A big driver 
of the recent surge 
in the delinquency 
rate has come from 
loans that were 
originated in 2007 
that are coming due 
now. As we get later 
in the year, the 
impact of this trend 
will dissipate. The 
next two or three 
months could be 
bumpy, but the 
second half of the 
year should bring a 
leveling off of the 
rate," said Manus 
Clancy, senior 
managing director 
at Trepp. 
 
The good news for 
the CMBS market is 
that the 'class' of 5-
year loans 
originated in 2007 
were heavily front-
loaded. This means 
that by the end of 
June, the number of 
these loans 
reaching their 

http://bit.ly/LbesNV
http://bit.ly/LbesNV
http://bit.ly/MfEocM
http://bit.ly/LyOti7
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maturity date starts to dwindle. As a result, the upward pressure that this has put on the rate should be coming to 
an end, Clancy said. 
 
The increase was driven by big losses to hotel and industrial loans. Overall, four of the five largest property types 
saw delinquencies rise. Only the apartment sector improved, and that was only by a single basis point. 
 
One category investors should keep an eye on is performing balloons, loans that are past their balloon date but 
are current in their interest payments. This category now accounts for 1.18% of loans in the Trepp database. 
 
"If we were to consider those loans late, the delinquency rate would have been 11.22%. As we noted in the past, 
in January 2011 this category only accounted for 0.31% of the market," Clancy said. 
 
"May's numbers are consistent with the trend we've been watching since December and reflect the continuing 
inability of many borrowers to refinance 5-year deals written in 2007," said Christopher T. Moyer, associate 
director equity, debt & structured finance of Cushman & Wakefield Inc. "The significant increase is entirely driven 
by growing office delinquency, which rose 67 basis points in April and is projected to rise again in May. The good 
news is that all other asset classes - retail, lodging, multifamily and industrial -- continue to show moderate but 
steady improvement with delinquency rates flat or slightly down month-over-month." 

MORE NUMBERS 

 The percentage of loans seriously delinquent (60+ days delinquent, in foreclosure, REO, or non-
performing balloons) is at 9.51%-up 10 basis points. 

 Currently, $59.1 billion in loans are delinquent. This excludes loans that are past their balloon date but 
are current in their interest payments. There are $79.2 billion in loans with the special servicer. 

 The hotel delinquency rate surged 172 basis points and is now back above 12%. 

 The industrial delinquency rate was up 46 basis points and remains the second worst category as the 
rate approaches 13%. 

 The office delinquency rate crept up three basis points to 10.26%. 

 The retail delinquency rate increased nine basis points to 8.07% and is still the best performing major 
property type. 

 The multifamily delinquency rate fell one basis point and remains the worst major property type with a 
rate of 15.17%. 

Real Estate Making Headlines in These Newspaper Deals 
In one of the biggest deals grabbing the headlines, Warren Buffet's Berkshire Hathaway Inc. agreed to acquire 
Media General Inc.'s newspapers, with the exception of the Tampa group, for $142 million in cash. Included in 
those deals, is all of Media General's owned real estate housing the newspaper operations, which many believe 
may have more value than the purchase price. 
 
Media General said it is in separate discussions with other prospective buyers for its Tampa printing assets. 
 
The newspapers being purchased by BH Media Group include 63 daily and weekly titles in Virginia, North 
Carolina, South Carolina and Alabama, in addition to digital assets, including websites and mobile and tablet 
applications. The newspapers also have a substantial commercial printing business, newspapers and related 
websites in and around Tampa, FL, for $142 million in cash. 
 
The headquarters buildings of Media General and the Richmond Times-Dispatch are adjacent to one another in 
Richmond, VA. The company owns a third adjacent building which houses advertising services along with certain 
operations and support management. The Richmond newspaper is printed at a production and distribution facility 
in Hanover County, VA, near Richmond. 
 
The company's seven other daily newspapers in Virginia are printed at this facility or at its production facilities in 
Lynchburg or Culpeper, VA or Bristol, TN, and distributed from facilities in or around their respective markets. 
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In North Carolina, the Winston-Salem Journal is base in a facility in downtown Winston-Salem; the newspaper is 
printed at a nearby production and distribution facility. Both facilities are company owned. Four other daily 
newspapers in North Carolina are printed at this and one other production facility in Hickory, North Carolina, also 
owned by the company, and are distributed from facilities in or around their respective cities. Additionally, two of 
the company's television stations are in its North Carolina Market. 
 
The company's four remaining daily newspapers are in the Mid-South Market; two are in Alabama, one just 
across the state line in Florida, and one in South Carolina. The company's Mid-South Market has three 
production facilities, two in Alabama and one in South Carolina. A majority of the company's television stations 
are in the Mid-South Market in South Carolina, Georgia, Alabama and Mississippi; the company's remaining two 
television stations are in its Ohio/Rhode Island Market. 

MORRIS PUBLISHING SELLING BANNER-HERALD NEWS BUILDING 

Morris Publishing Group LLC agreed to sell its newspaper building and real estate at One Press Place in Athens, 
GA, to Hagen Creek Properties Inc. The building contains 102,000 square feet of space on 3.1 acres. 
 
Morris Publishing will continue to publish its newspaper, the Athens Banner-Herald, following the sale. 
 
Hagen Creek Properties will pay Morris Publishing $10.5 million, a price that was actually reduced from $13.23 
million under Hagen Creek's original purchase agreement. 
 
Morris Publishing will lease back 10,000 square feet of space for a period of five years at an initial rental rate of 
$10.14 per square foot per year on a triple net basis down from $15.25 per square foot under the original 
agreement. 

FREEDOM COMMUNICATIONS SELLING FL, NC PROPERTIES 

Freedom Communications in California plans to sell its properties in Florida and North Carolina to Halifax Media 
Group., which will also take over publication of the papers in the facilities. The transaction, terms of which were 
not disclosed, is expected to close within 30 days. 
 
The properties involved in the transaction include Holmes County Times-Advertiser, Bonifay, FL; Times-News, 
Burlington, NC; Havelock News, Havelock, NC; The Daily News, Jacksonville, NC; Free Press, Kinston, NC; The 
Star, Port St. Joe, FL; The Walton Sun, Santa Rosa Beach, FL; Washington County News, Chipley, FL; The 
Crestview News Bulletin, Crestview, FL; The Destin Log, Destin, FL; Northwest Florida Daily News, Fort Walton 
Beach, FL; The Gaston Gazette, Gastonia, NC; Jones Post, Kinston, NC; Santa Rosa Press Gazette and Santa 
Rosa Free Press, Milton, FL; Sun Journal and The Shopper, New Bern, NC; The News Herald, Panama City, FL; 
The Star, Shelby, NC; and The Topsail Advertiser, Surf City, NC. 
 
Halifax Media Group will offer employment to all existing employees. 
 
"At Halifax Media Group, we believe in the future of newspapers," said Michael Redding, CEO of Halifax Media 
Group. "The purchase of Freedom's Florida and North Carolina properties further demonstrates our commitment 
to newspapers, not only for their value as an investment, but for the value they provide to the communities they 
serve. These properties provide a perfect extension to our recently acquired New York Times Regional 
Newspaper Group papers and reflect our interest in preserving community journalism for many years to come." 

DineEquity Continues Selloff of Company-Operated Applebee's 
DineEquity Inc., the parent company of Applebee's Neighborhood Grill & Bar and IHOP Restaurants, agreed to 
sell 33 Applebee's company-operated restaurants primarily in Missouri and Indiana to American Franchise 
Capital LLC. 
 
This deal follows by two weeks a similar deal to sell 39 company-operated Applebee's in Virginia to Potomac 
Family Dining Group LLC. 
 
The American Franchise transaction is expected to result in net proceeds after taxes of $26 million and reduce 
DineEquity's sale-leaseback related financing obligations by $22 million. 
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The Potomac Family Dining transaction is expected to result in net proceeds of approximately $25 million and 
reduce DineEquity's sale-leaseback related financing obligations by approximately $40 million. 
 
"We are pleased to announce the sale of 33 Applebee's company-operated restaurants, reflecting yet another 
significant step in our strategy to transition to a 99% franchised restaurant system," said Julia A. Stewart, 
chairman and CEO of DineEquity. 
 
To date, DineEquity has sold a total of 342 Applebee's company-operated restaurants since its acquisition of 
Applebee's International in November 2007. 
 
DineEquity said it believes that its increasingly franchised business model is less capital intensive and 
experiences less volatility in cash flow performance compared to the operation of company-operated restaurants. 
 
American Franchise Capital LLC was formed by William Georgas and Trevor Ganshaw for the purpose of 
acquiring high-end restaurant franchises in the U.S. and Canada. 
 
Potomac Family Dining Group was established by investment banking veteran Timothy M. George in 2010 to 
facilitate the acquisition of 30 Applebee's Neighborhood Bar & Grill restaurants located in Washington D.C. and 
surrounding areas. 

Harris Teeter, Lowe's Food Swap NC Assets 
Harris Teeter Supermarkets Inc. and Lowe's Food Stores Inc. are swapping some stores in North Carolina. The 
agreement will result in Harris Teeter acquiring 10 Lowes Foods store in the central Carolinas region and Lowes 
Foods acquiring six Harris Teeter store in western North Carolina. 
 
The Lowes Foods stores that Harris Teeter will acquire three stores in Charlotte and one store each in Cornelius, 
Davidson, Huntersville, Mint Hill, Weddington, Wesley Chapel, and Fort Mill, SC. 
 
The Harris Teeter stores that Lowes Foods will acquire include two in Gastonia and one each in Asheville, 
Hickory, Morganton and Shelby. 
 
In addition to the six Harris Teeter stores, Harris Teeter has agreed to pay Lowes Foods $26.5 million. 
 
The transaction is expected to be completed by July 1. 
 
Harris Teeter plans to temporarily close the acquired stores for five to 16 weeks for remodeling, stocking and 
training of employees. 
 
Three of the acquired stores are expected to be converted to a new innovative format featuring a worldwide 
variety of wine, beer, specialty foods and other selected merchandise. One of the acquired stores is expected to 
be subleased. 
 
In connection with this transaction, the company expects to record pre-tax non-cash impairment losses and other 
related expenses totaling between $23 and $26 million during the second half of fiscal 2012. 
 
Lowes Foods plans to reopen under the Lowes Foods banner the six stores acquired from Harris Teeter after a 
brief closing for remodeling, stocking and training of employees. 
 
"This transaction aligns with our strategic plans to replace rural store locations with more urban locations with 
higher density of our target demographic groups," said Thomas W. Dickson, chairman and CEO of Lowes Foot. 
"It provides us with the opportunity to explore in selected locations an innovative format that we think our 
customers will find exciting." 
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Loans and Properties Under Surveillance 

 

Six FedEx Distribution Centers Delivered to ARCP 
American Realty Capital Properties Inc. acquired six built-to-suit FedEx Freight distribution facilities for $12.2 
million at an average capitalization rate of 9% 
 
ARCP also acquired one fee-simple interest in a John Deere distribution facility in Davenport, IA, for $26.1 million 
at a cap rate of 8.8%. 
 
The seller of the FedEx Freight distribution facilities was Setzer Properties LLC. 
 
The tenant of each of the FedEx Freight properties is FedEx Freight Inc., which is a wholly-owned subsidiary of 
FedEx Corp. All the leases are guaranteed by FedEx Corp. The properties total 92,935 rentable square feet. The 
leases have terms between seven to 15 years. ARCP, through its operating partnership, issued 576,376 
operating partnership units to the seller as partial consideration for seller's contribution and sale of the FedEx 
Freight distribution facilities. 
 
The John Deere distribution facility contains 552,960 rentable square feet and is 100% leased to Quad City 
Consolidation and Distribution, a wholly owned subsidiary of Deere & Co. The lease is guaranteed by Deere and 
has a 15-year term. 
 
Inland Private Capital Corp. was the seller which opted to sell the property that has five years remaining on the 
lease, rather than refinance the existing mortgage. 
 

FedEx Facility 
Location 

Lease 
Termination 

Rentable 
SqFt 

Annual Rental 
Income 

Mt. Vernon, IL April-17 15,700 $144,000 

Evansville, IN January-17 20,200 $339,049 

Mt. Pleasant, PA October-16 20,200 $219,000 

http://bit.ly/t0dxKa
http://bit.ly/t0dxKa
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Chillicothe, OH December-15 12,555 $138,000 

London, KY June-15 12,140 $122,400 

Kankakee, IL October-18 12,140 $136,200 

Upcoming Corporate Facility Closures & Downsizings 

Company Address 
Closure 
or Layoff 

Owned 
or 
Leased Bldg RBA 

No. of 
Workers 
Impacted 

Impact 
Date 

IRS 
44539 Sterling Highway, Suite 101, 
Soldotna, AK Closure Leased 36,750 Unknown 9/30/2013 

IRS 1115 N. Madison, El Dorado, AR Closure Leased 27,000 Unknown 9/30/2013 

IRS 100 E. 8th Ave., Pine Bluff, AR Closure     Unknown 9/30/2013 

IRS 1105 Sixth St., Eureka, CA Closure Leased 7,406 Unknown 9/30/2013 

Del Monte 
Corp. 1101 Marion St., Kingsburg, CA Closure Owned 111,920 70 6/1/2013 

IRS 1101 Pacific Ave., Santa Cruz, CA Closure Leased 86,000 Unknown 9/30/2013 

IRS 
2425 S. Grand Ave., Glenwood 
Springs, CO Closure     Unknown 9/30/2013 

IRS 
777 Glouchester St., Brunswick, 
GA Closure     Unknown 9/30/2013 

IRS 302 E. 7th St., Carroll, IA Closure     Unknown 9/30/2013 

IRS 
20 W. 6th St., Suite 303, Spencer, 
IA Closure     Unknown 9/30/2013 

IRS 250 W. Cherry St., Carbondale, IL Closure Owned 53,667 Unknown 9/30/2013 

IRS 405 S. Banker St., Effingham, IL Closure     Unknown 9/30/2013 

IRS 901 Wabash Ave., Terre Haute, IN Closure Leased 21,844 Unknown 9/30/2013 

IRS 53 N. Sixth St., New Bedford, MA Closure     Unknown 9/30/2013 

IRS 
777 Riverview Drive, Building D, 
Benton Harbor, MI Closure Leased 25,000 Unknown 9/30/2013 

IRS 
234 Louis Glick Highway, Jackson, 
MI Closure Leased 30,000 Unknown 9/30/2013 

IRS 
316 N. Mission, Mount Pleasant, 
MI Closure Leased 18,000 Unknown 9/30/2013 

IRS 522 E. Howard St., Hibbing, MN Closure Leased 27,000 Unknown 9/30/2013 

IRS 
2200 23rd St. NE, Suite 1040, 
Willmar, MN Closure Leased 104,850 Unknown 9/30/2013 

IRS 919 Jackson St., Chillicothe, MO Closure     Unknown 9/30/2013 

IRS 
101 Park DeVille Drive, Columbia, 
MO Closure Leased 8,865 Unknown 9/30/2013 

IRS 
320 Federal Place, Greensboro, 
NC Closure     Unknown 9/30/2013 

IRS 719 Main St., Laconia, NH Closure     Unknown 9/30/2013 

IRS 417 Gidding, Clovis, NM Closure Leased 32,901 Unknown 9/30/2013 

IRS 180 Andrews St., Massena, NY Closure     Unknown 9/30/2013 

IRS 14 Durkee St., Plattsburgh, NY Closure Leased 44,000 Unknown 9/30/2013 

IRS 615 Erie Blvd. West, Syracuse, NY Closure Leased 2,284 Unknown 9/30/2013 

Bob Evans 
Farms , Bidwell, OH Closure     55 8/31/2013 

IRS 
2530 Western Ave., Chillicothe, 
OH Closure Leased 10,000 Unknown 9/30/2013 

IRS 208 Perry St., Defiance, OH Closure     Unknown 9/30/2013 

IRS 
300 Broadway, Room 305, Lorain, 
OH Closure Leased 40,323 Unknown 9/30/2013 

IRS 
8 N. State St., Room 405, 
Painesville, OH Closure Leased 45,954 Unknown 9/30/2013 

Bob Evans 
Farms , Springfield, OH Closure     55 8/31/2013 
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Company Address 
Closure 
or Layoff 

Owned 
or 
Leased Bldg RBA 

No. of 
Workers 
Impacted 

Impact 
Date 

IRS 
2230 Sunset Blvd., Suite 2A, 
Steubenville, OH Closure Leased 15,400 Unknown 9/30/2013 

IRS 
710 Main St., Suite A, Zanesville, 
OH Closure     Unknown 9/30/2013 

IRS 
455 S. 4th St., Suite 6, Coos Bay, 
OR Closure     Unknown 9/30/2013 

IRS 116 S. Main St., Pendleton, OR Closure Leased 10,910 Unknown 9/30/2013 

AT&T Mobility 
Services 1600 SW 4th Ave., Portland, OR Closure Leased 121,800 86 6/29/2012 

Capital One 
Services 12447 SW 69th Ave., Portland, OR Layoff Leased 41,676 79 9/1/2012 

Avis Budget 
Group 

9555 NE Airport Way, Portland, 
OR Closure     55 7/18/2012 

IRS 620 SW Main St., Portland, OR Closure Owned 162,012 Unknown 9/30/2013 

Truitt Bros. 1105 Front St. NE, Salem, OR Closure Leased 108,530 139 7/15/2012 

Lumber 
Products 

19855 SW 124th Ave., Tualatin, 
OR Layoff Owned 315,000 65 6/29/2012 

Ferry-Morse 
Seed Co. 

7997 Agate Road, Suite F, White 
City, OR Closure Leased 100,000 199 12/31/2012 

Pennsylvania 
Electric Co. 

8846 Lincoln Highway, Bedford, 
PA Closure     Unknown 9/1/2012 

IRS 
2 Main St., Room 201, Bradford, 
PA Closure     Unknown 9/30/2013 

Pennsylvania 
Electric Co. 243 Rubisch Road, Ebensburg, PA Closure     Unknown 9/1/2012 

Pennsylvania 
Electric Co. 

10700 State Route 3035, 
Huntingdon, PA Closure     Unknown 9/1/2012 

IRS 
606 Tito Castro Ave., Suite 407, 
Ponce, PR Closure     Unknown 9/30/2013 

IRS 1212 Charles St., Beaufort, SC Closure Leased 3,425 Unknown 9/30/2013 

IRS 167 N Main St., Memphis, TN Closure     Unknown 9/30/2013 

IRS 
1800 Teague Drive, Suite 105, 
Sherman, TX Closure Leased 55,000 Unknown 9/30/2013 

IRS 
20 E. Milwaukee St., Suite 204, 
Janesville, WI Closure Leased 12,278 Unknown 9/30/2013 

Care Wisconsin 
2917 and 3118 International Lane, 
Madison, WI Layoff Leased 35,376/20,000 20 7/10/2012 

Mondi Akrosil 206 Garfield Ave., Menasha, WI Layoff     33 6/29/2012 

Frontier 
Airlines 555 Air Cargo Way, Milwaukee, WI Layoff Leased 97,000 129 6/30/2012 

IRS 
515 South Tower West 
Professional Building, Oshkosh, WI Closure Leased 26,900 Unknown 9/30/2013 

IRS 
6021 Durand Ave., Suite 600, 
Racine, WI Closure Leased 6,000 Unknown 9/30/2013 

Kerry Flavor 
Systems US 620 Progress Ave., Waukesha, WI Closure Leased 74,670 40 11/30/2012 

Top 10 Banks with Highest Ratio of Delinquent/Distressed CRE Assets 

Bank City State 
Total assets 
(000s) 

Total Del.-
Distressed CRE 
Assets (000s) 

% Del-Distressed 
CRE Assets to 
Total Assets 

Security Exchange Bank Marietta GA $150,962 $55,714 36.91% 

Community Bank of the 
Ozarks Sunrise Beach MO $47,408 $14,442 30.46% 
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Bank City State 
Total assets 
(000s) 

Total Del.-
Distressed CRE 
Assets (000s) 

% Del-Distressed 
CRE Assets to 
Total Assets 

Southern Commerce 
Bank, National 
Association Tampa FL $91,747 $25,545 27.84% 

Providence Bank Alpharetta GA $114,924 $31,452 27.37% 

United Central Bank Garland TX $2,220,482 $596,922 26.88% 

Builders Bank Chicago IL $301,959 $79,338 26.27% 

Palm Desert National 
Bank Palm Desert CA $129,253 $33,959 26.27% 

1st Commerce Bank North Las Vegas NV $26,044 $6,692 25.69% 

Douglas County Bank Douglasville GA $330,132 $83,231 25.21% 

Delta Bank, National 
Association Manteca CA $99,371 $23,900 24.05% 

Watch List: Largest Delinquent Loans 
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. 

Loan Address 
Current 
Balance 

Maturity 
Date 

Property 
Type 

CMBS Deal 
Name; 
Special 
Servicer Comment 

Resort 
Hotel & Spa 
Portfolio various $1,000,000,000 

06/05/2012 
(performing 
matured) 

Lodging (5 
hotels) 

COMM 
2006-CNL2; 
LNR 
Partners, 
Inc. 

Collateral includes 5 
resort/golf properties. 
Borrower was not able 
to refinance the note at 
maturity and filed for 
bankruptcy protection 
on 2.1.11. 

Florida 
Resort 
Portfolio various $876,154,223 

06/15/2012 
(performing 
matured) 

Lodging (6 
hotels) 

Wach 2006-
WHALE7; 
Wells Fargo 

Boca Resorts Hotels 
consists of six 
properties. The largest 
property is the Boca 
Raton Resort & Club, a 
Waldorf Astoria Resort 
on 356-acres in Boca 
Raton. The other 
properties in the pool 
are Naples Grande 
Resort, Hyatt Regency 
Pier 66 in Ft 
Lauderdale, Bahia Mar 
Beach Resort & 
Yachting, Edgewater 
Beach Hotel and Naples 
Grande Golf Club. 

Peter 
Cooper 
Village, 
Stuyvesant 
Town 

110 Building 
Development 
Between 1st Ave 
& Ave C, 
Between 14th & 
E 23rd Streets, 
New York $800,000,000 12/12/2016 Multifamily 

ML-CFC 
2007-5; 
CWCapital 
Asset 
Management 

Senior loan debt service 
shortfall thru 4/2012 is 
$267 mil. including 
4/2012 debt service 
payment. Earliest likely 
resolution date via 
settlement is mid 2013, 
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Loan Address 
Current 
Balance 

Maturity 
Date 

Property 
Type 

CMBS Deal 
Name; 
Special 
Servicer Comment 

Sheraton 
Hawaii 
Portfolio various $768,668,749 

07/15/2013 
(performing 
matured) 

Lodging (8 
hotels) 

Wach 2006-
WHALE7; 
Wells Fargo 

The subject property 
consists of 7 luxury 
resort hotels consisting 
of 6,127 rooms in 
Honolulu, HI; Lahaina, 
HI; San Francisco, CA; 
and Orlando, FL. 

Resorts 
Casino 
Portfolio various $506,291,153 06/15/2012 

Lodging (4 
hotels) 

JPM 2007-
FL1; 
Berkadia 

The collateral consists 
of three hotel/casino 
properties in Atlantic 
City, NJ and Tunica, 
MS. The Special 
Servicer is proceeding 
with foreclosure of the 
two MS casinos. 
Negotiations with the 
borrower are continuing 
on a consensual 
foreclosure. 

Alliance 
SAFD-PJ various $475,000,000 01/15/2020 

Multifamily 
(9,504 
units) 

CS2007-C2; 
Torchlight 
Loan 
Services, 
LLC 

The loan is 
collateralized by 32 
multifamily properties 
with more than 9,500 
units in TX (5,581 units), 
AZ (1,810), FL (898), 
GA (770) and TN (445). 

Two 
California 
Plaza 

350 S. Grand 
Ave., Los 
Angeles $470,000,000 05/10/2017 Office 

GS 2007-
GG10; 
CWCapital 
Asset 
Management 

A receiver was 
appointed 3/23/2012. 
Maguire Properties is 
the loan sponsor. 

Courtyard, 
Doubletree 
Portfolio various $420,260,000 06/15/2012 

Lodging 
(11 hotels) 

JPM 2007-
FL1; 
Berkadia 

The loan was 
transferred to the 
special servicer due to 
the approaching 
maturity. The loan is 
secured by 11 full 
service hotels with 
3,025 rooms. 

Marriott 
Waikiki 

2552 Kalakaua 
Ave., Honolulu $350,000,000 06/15/2012 Lodging 

JPM 2007-
FL1; 
Berkadia 

Borrower is seeking a 
loan extension but does 
not have deal with 
mezzanine lender to 
extend. 

Empirian 
Portfolio 
Pool 2 various $335,000,000 06/12/2017 

Multifamily 
(73 
properties) 

ML-CFC 
2007-8; LNR 
Partners, 
Inc. 

The loan is secured by 
6,892 multifamily units 
in 73 properties across 
8 states, with portfolio 
occupancy of 81.6% as 
of 3/1/2012 and 
annualized NOI of 
$20.85 mil. as of 
9/30/2011. 

 




