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Linking Corporate Investment with Tenant Demand: Where the Growth Is 
New Reports ID Top Spending Firms Investing in Growth Domestically and Industries Poised for Growth 

Despite $136 billion invested in U.S. property and plants last year by the 25 biggest spenders, the current 
economic stagnation may be more of an investment drought than a consumption drought, according to new 
research from Progressive Policy Institute (PPI). 
 
U.S. business investment tanked during the Great Recession and has yet to recover. Last year, non-residential 
investment remained more than 7% below 2007 levels, adjusting for prices. 
 
By comparison, personal consumption in real terms was higher in 2011 compared to 2007. 
 
"The decline and lackluster recovery in business investment has a wide range of causes, including globalization, 
regulatory barriers and weak demand," claimed the report's authors, Diana G. Carew and Michael Mandel. 
"Many companies are investing overseas rather than in the United States. Multiple layers of regulation, even if 
well-intentioned, have the impact of discouraging capital investment and innovation. And the continued 
weakness in demand at home makes it difficult to justify building new factories." 
 
"But no matter what the reason, this weakness is having an adverse effect on economic growth and is one of the 
main reasons behind the job drought," the two reported. 
 
That said, the PPI authors' point of the research was to highlight those companies that are still investing 
domestically in buildings, equipment and software. 
 
Using publicly available financial reports, PPI constructed a list of the top 25 nonfinancial U.S.-based companies 
ranked by their U.S. capital spending in 2011. PPI calls these companies "Investment Heroes." 
 

MARK HESCHMEYER, EDITOR WWW.COSTAR.COM JULY 19, 2012 

mailto:mheschmeyer@costar.com
http://www.costar.com/news/
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Half of the leading companies are telecom and energy, but the list also includes tech, retail, automotive and 
entertainment companies. 
 
A separate survey from Deloitte's Emerging Growth Company Practice and the National Venture Capital 
Association complements PPI's report in that it shows where venture capitalist think growth will be coming from 
in the future. 
 
Venture capitalists from around the globe told the surveyors that there are pockets of optimism in the current 
environment. Respondents reported more enthusiasm for newer information technology (IT) sub-sectors 
including cloud computing and social media. 
 
However, despite increased optimism in these areas, the survey revealed that there remains room for 
considerable improvement in overall global venture capital confidence levels, particularly when it comes to 
externalities impacting the industry. 
 
Overall, respondents expressed average to low confidence levels regarding external forces impacting their 
businesses such as the economy, capital markets, public policy making activities and fundraising environments. 
However, investors' confidence levels are higher when considering investment opportunities and particularly 
toward investing domestically versus abroad. 
 
"By their very nature, venture capitalists are an optimistic group, but economic uncertainty and other challenging 
externalities have tested the mettle of the industry in the past year," said Mark Heesen, president of the National 
Venture Capital Association. "Despite the ongoing market concerns that were exhibited in the survey results, the 
opportunistic nature of the industry remained clear. Venture capitalists are nimble and can quickly move to where 
the most promising entrepreneurs, policies and innovations reside." 
 
Jim Atwell, recently named national managing partner of Deloitte & Touche LLP's Emerging Growth Company 
Practice added, "We are starting to see some positive signs that the global economy is beginning to rebound 
from where it was two years ago. Venture capitalists are already starting to become more confident within their 
home countries." 
 
Within their own markets there were a number of sectors where respondents were most confident investing. The 
U.S. showed slightly more confidence in these sectors: cloud computing, software, new media/social networking 
and health care IT. 
 
Overall, the sectors with the lowest confidence levels were in semiconductors, telecom, clean technology and 
biotech. 
 
Despite $136 billion invested in U.S. property and plants last year by the 25 biggest corporate spenders, the 
current economic stagnation may be more of an investment drought than a consumption drought, according to 
new research from Progressive Policy Institute (PPI). 
 
U.S. business investment largely tanked during the Great Recession and has yet to recover. Last year, non-
residential investment remained more than 7% below 2007 levels, adjusting for prices. By comparison, personal 
consumption in real terms was higher in 2011 compared to 2007. 
 
"The decline and lackluster recovery in business investment has a wide range of causes, including globalization, 
regulatory barriers and weak demand," claimed the report's authors, Diana G. Carew and Michael Mandel. 
"Many companies are investing overseas rather than in the United States. Multiple layers of regulation, even if 
well-intentioned, have the impact of discouraging capital investment and innovation. And the continued 
weakness in demand at home makes it difficult to justify building new factories." 
 
"But no matter what the reason, this weakness is having an adverse effect on economic growth and is one of the 
main reasons behind the job drought," the two reported. 
 
That said, the PPI authors' point of the research was to highlight those companies that are still investing 
domestically in buildings, equipment and software. 

(please continue reading on page 4) 
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New Commercial/Industrial Real Estate Auctions Just Launched! 

 

http://bit.ly/FRE458E27
http://bit.ly/FRE458E27
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(Demand continued from page 2) 
Using publicly available financial reports, PPI constructed a list of the top 25 nonfinancial U.S.-based companies 
ranked by their U.S. capital spending in 2011. PPI called these companies "Investment Heroes." 
 
Half of the leading companies are telecom and energy, but the list also includes tech, retail, automotive and 
entertainment companies. 
 
A separate survey from Deloitte's Emerging Growth Company Practice and the National Venture Capital 
Association complements PPI's report in that it shows where venture capitalists believe growth will occur in the 
future. 
 
Venture capitalists from around the globe told the surveyors that there are pockets of optimism in the current 
environment. Respondents reported more enthusiasm for newer information technology (IT) sub-sectors 
including cloud computing and social media. However, despite increased optimism in these areas, the survey 
revealed that there remains room for considerable improvement in overall global venture capital confidence 
levels, particularly when it comes to external issues impacting the industry. 
 
Overall, respondents expressed average to low confidence levels regarding external forces impacting their 
businesses such as the economy, capital markets, public policy making activities and fundraising environments. 
However, investors' confidence levels are higher when considering investment opportunities and particularly 
toward investing domestically versus abroad. 
 
"By their very nature, venture capitalists are an optimistic group, but economic uncertainty and other challenging 
externalities have tested the mettle of the industry in the past year," said Mark Heesen, president of the National 
Venture Capital Association. "Despite the ongoing market concerns that were exhibited in the survey results, the 
opportunistic nature of the industry remained clear. Venture capitalists are nimble and can quickly move to where 
the most promising entrepreneurs, policies and innovations reside." 
 
Jim Atwell, recently named national managing partner of Deloitte & Touche LLP's Emerging Growth Company 
Practice added, "We are starting to see some positive signs that the global economy is beginning to rebound 
from where it was two years ago. Venture capitalists are already starting to become more confident within their 
home countries." 
 
Within their own markets there were a number of sectors where respondents were most confident investing. The 
U.S. showed slightly more confidence in these sectors: cloud computing, software, new media/social networking 
and health care IT. 
 
Overall, the sectors with the lowest confidence levels were in semiconductors, telecom, clean technology and 
biotech. 

TOP 25 NONFINANCIAL COMPANIES BY U.S. CAPITAL EXPENDITURE 

Rank Company 

U.S. 2011 
Capital 
Expenditures 
($bils) Rank Company 

U.S. 2011 
Capital 
Expenditures 
($bils) 

1 AT&T $20.1 14 General Electric $3.7 

2 Verizon Communications $16.2 15 Enterprise Product Partners $3.6 

3 Exxon Mobil $11.7 16 Sprint Nextel $3.1 

4 Wal‐Mart $8.2 17 Walt Disney $3.0 

5 Intel $7.4 18 Time Warner Cable $2.9 

6 Occidental Petroleum $6.2 19 FedEx $2.9 

7 ConocoPhillips $5.6 20 General Motors $2.8 

8 Comcast $5.3 21 Chrysler Group $2.5 

9 Chevron $4.8 22 Target $2.5 

10 Southern Company $4.5 23 IBM $2.5 

11 Hess $4.4 24 Google $2.2 

12 Exelon $4.0 25 Apple $2.0 

13 Ford Motor $3.9       
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Need Relief? 

 

NOIs Improves for Properties Backing CMBS Loans 
Net operating income (NOI) for 2006-2007 vintage CMBS loans are on the rise, according to Fitch Ratings, 
though the bond rating firm said many NOIs remain below banker underwritten levels at issuance, perhaps not 
too surprising since many of those loans were underwritten during an especially 'frothy' period that contributed to 
a bubble in property valuations. 
 
On average, servicers reported NOI for the 2006 and 2007 vintages has increased 1.2% from year-end 2010, led 
by hotels and multifamily performance. 
 
Despite these gains in performance, Fitch Ratings maintains a stable to negative outlook for asset performance 
given that 20% of the loans' NOIs (by number) remain significantly (25% or more) lower than bankers' 
underwritten levels at issuance. Many loans from the 2006 and particularly the 2007 vintage were underwritten to 
expected NOI levels or pro forma income. 
 
Office NOIs showed an average decrease in year-end 2011 NOI of 2.3% from year-end 2010. Approximately 
21% (by number) of office loans' NOIs remain significantly below banker underwritten levels at issuance. 
 
While some U.S. markets remain strong (e.g. New York, Boston and San Francisco) Fitch Ratings said it 
remains cautious of loans with upcoming lease rollovers in markets with tepid employment growth and/or those 
with market rents significantly below levels seen at issuance. 
 
In stark contrast, hotel property loans continue to show dramatic recovery in NOI. On average the year-end 2011 
NOI for hotel loans has increased 9.8%, a healthy gain for the property type. 

http://bit.ly/KCNHk0
http://bit.ly/KCNHk0
http://bit.ly/KCNHk0
http://bit.ly/KCNHk0
http://bit.ly/wn9ECn
http://bit.ly/yKKypm


 

 

  BBBAAANNNKKKRRRUUUPPPTTTCCCYYY   SSSAAALLLEEE   

 
For Additional Real Estate Information, Please Visit or Contact Us At: 

GA Keen Realty Advisors 
T: 646-381-9222 

greatamerican.com/keen 
(Retention Subject to Court Approval) 

Disclaimer: All information is from the client and/or other sources deemed reliable and has not 
been independently verified.  No representation, warranty or guarantee, expressed or implied or 
by operation of law, is made as to the accuracy, reliability, or completeness of this information.  
This material is submitted subject to errors, omissions, changes, prior sales, or withdrawals 
without notice.  All transactions are subject to bankruptcy court approval. 

Excellent Industrial Real Estate Opportunities Available with Major Redevelopment Potential!  

Property: Alachua, FL Millville, NJ Palatka, FL St. Augustine, FL Salisbury, MD Salisbury, MD 

Address: 14700 NW US Hwy 441  
Alachua,  FL 

301 Riverside Drive 
Millville, NJ 

411 Mulholland Park 
Palatka, FL 

255 Diesel Road 
St. Augustine, FL 

1122 Marine Road 
Salisbury, MD 

Parcel 26 Marine Road 
Salisbury, MD 

Property Type: Indus./Manufacturing Indus./Manufacturing Vacant Land Indus./Manufacturing Industrial Vacant Land Industrial Vacant Land 
Property 
Subtype: 

Boat Manufacturing 
Facility 

Boat Manufacturing 
Facility 

Boathouse, Dock & 
Platforms 

Boat Manufacturing 
Facility N/A N/A 

Building Size: 210,080+ Square Feet 234,013+ Square Feet 2,260+ Square Feet 164,414+ Square Feet N/A 3,370+ Square Feet 
Land Size: 38.10+ Acres 19.20+ Acres 0.33+ Acres 38.09+ Acres 10.47+ Acres 19.60+ Acres 
# of Buildings: 9 Buildings 4 Buildings N/A 12 Buildings N/A N/A 

Zoning: Industrial & RSF-3 Residential & General 
Industrial R-1AA Industrial/Warehouse 

& Open Rural I-2, Heavy Industrial I-2, Heavy Industrial 

Shape: Irregular/Rectangular Irregular Irregular N/A Rectangular Rectangular 
 

SSSIIIXXX   IIINNNDDDUUUSSSTTTRRRIIIAAALLL   PPPRRROOOPPPEEERRRTTTIIIEEESSS   AAAVVVAAAIIILLLAAABBBLLLEEE   IIINNN   
FFFLLLOOORRRIIIDDDAAA,,,   NNNEEEWWW   JJJEEERRRSSSEEEYYY   &&&   MMMAAARRRYYYLLLAAANNNDDD   

 

 
 
 

OFFER DEADLINE 
OCTOBER 5, 2012

19.60+ Acres 

10.47+ Acres 

Prime 
Industrial 
Real Estate 
For Sale in 
Attractive 
Locations! 

                            
 

 

The above properties are part of a bankruptcy proceeding 
where the Debtors are represented by Arent Fox. 

Offers can and will be considered prior to the offer deadline. 
Interested parties must act now! 

 

Subject to Bankruptcy Court Approval 

http://bit.ly/GAKmorg
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Several large loans had outsized gains in NOI reflecting the sector's path to recovery from severely distressed 
levels. Notably, about 40% of the hotel loans' NOIs remain significantly below the banker's issuance levels, given 
the aggressively underwritten loans in the peak of the market. Fitch Ratings is continuing to monitor hotel 
performance for a new peak. 
 
As could be expected, multifamily also made dramatic improvements in NOI for year-end 2011: an increase of 
5.2% over year-end 2010. About 16% of all multifamily loans' NOIs remain significantly below banker 
underwritten NOI at issuance. 
 
Despite lower than issuance NOI levels many of these loans may be refinanced out of the pools due to the 
robust financing market provided by government sponsored enterprises, Fitch analyst noted. 
 
Retail property loans have made slight gains in NOI. Year-end 2011 is up 0.6% over year-end 2010. Fitch 
Ratings remains cautious of retail loans with upcoming property lease expirations. About 17% of all retail loans' 
NOIs remain significantly below issuance levels. 

Global Markets Blamed for CalSTRS', CalPERS' Flat Returns - Not CRE 
Flat investment returns for the past year at the California State Teachers Retirement System (CalSTRS) and the 
California Public Employees  Retirement System CalPERS, are showing the strains of the highly volatile and 
challenging global markets. The silver lining: commercial real estate returns for both pension funds way 
outperformed other asset classes. 
 
CalSTRS' 1.8% return rate is well below the actuarial assumed rate of 7.5% and 150 basis points below the 
policy benchmark, the fund's performance measuring stick. The CalSTRS Investment Portfolio's market value for 
the fiscal year ending June 30 was $150.6 billion. 
 
CalPERS reported a 1% return on investments for the 12 months that ended June 30, 2012, falling short of its 
benchmark that returned 1.7%. CalPERS' assets at the end of the fiscal year stood at more than $233 billion. 
 
"The last 12 months were a challenging period for all investors as the ongoing European debt crisis and slowing 
global economic growth increased market volatility and reduced equity returns," said Joe Dear, CalPERS' chief 
investment officer, echoing what CalSTRS also said. 
 
Jack Ehnes, CalSTRS' CEO also was echoing what CalPERS was saying about reading too much into 1-year 
returns. 
 
"A year like this one underscores the wisdom of viewing CalSTRS' performance in the long term and refraining 
from using one given year's performance as the gauge for how well the fund is doing," Ehnes said. 
 
CalSTRS three-year return is 12% and its 20-year return 7.5%. CalPERS' 20-year investment return is 7.7%. 
 
For the past fiscal year, CalPERS' real estate investments returned a 15.9% gain beating fixed income gains of 
12.7% and infrastructure gains of 8.4%. Its biggest losers were forestland posting -11% returns; public equities, -
7.2%; and private equity,-5.4%. 
 
At CalSTRS, real estate returned 9.2% gain beating fixed income gains of 7.3% and private equity's 5.9%. 
Global equity returns were a -3.1%. 

Trustee To Liquidate Once Booming Real Estate Firm 
William J. Hoffman, CEO of San Diego-based Trigild Inc., has been appointed liquidating trustee over the 
bankruptcy of Secured California Investments Inc. (SCI) and SCI Real Estate Investments LLC. 
 
Hoffman will be overseeing $1.6 billion in real estate various equity interests, deferred fees, notes receivable and 
other assets. 
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According to Hoffman, the pair of SCI entities acquired and syndicated more than 60 multifamily, office, student 
housing and retail properties primarily in California, Texas, Florida, Georgia, Arizona and New Mexico. 
 
The two related Los Angeles-based companies acquired multifamily and commercial properties throughout the 
country via a tenants-in-common (TIC) investment structure. 
 
TICs allow capital gains to be deferred by investors. In this type of property ownership, a fractional interest is 
owned by two or more parties. 
 
Following the real estate slump, the value of some TICs decreased significantly. 
 
"Both SCI entities made large sums of money through acquisitions of premiere real estate assets and related 
acquisition fees - which were partially deferred - and when the economy stalled, were unable to pay their 
creditors," Hoffman said. "Our goal as liquidators is to efficiently maximize recovery." 

American Campus Communities To Buy $627 Mil. in Student Housing 
American Campus Communities Inc. completed its due diligence related to the acquisition of 15 student housing 
properties with 6,579 beds, including two properties and an additional phase at an existing property currently 
under development. The acquisitions would be completed through a $627 million merger with affiliates of 
Campus Acquisitions LLC. 
 
Consideration for the acquisition consists of the assumption of $231.6 million of outstanding mortgage debt, the 
issuance of between $15 million and $50 million in the form of units of common limited partnership interest in 
American Campus Communities' operating partnership and between $345.4 million and $380.4 million in cash. 
 
American Campus said the assets represent some of the best product in their respective markets with a 
combined average distance to campus of 0.23 miles. The four tier one markets that will be new to American 
Campus are Baylor University, University of Southern California, Iowa State University and Purdue University. 
 
American Campus Communities anticipates investing $13.7 million in capital improvements to drive future rental 
rate and revenue growth. The projected year-one cap rate is 5.9% nominal (inclusive of upfront capital 
improvements) and 5.6% economic (inclusive of the assumed $200 per bed capital reserves, upfront capital 
improvements, $2 million in loan assumption costs and $4.3 million in transaction expenses). 
 
American Campus intends to fund the cash portion of the purchase price with available cash, borrowings under 
its revolving credit facility, a bridge loan facility. The company also this week completed the sale of 17.5 million 
shares of common stock receiving $731.9 million in net proceeds. 
 
The transaction is expected to close in the third quarter of 2012. 

Darden To Buy a Boat Load of Restaurants 
Darden Restaurants Inc. agreed to acquire Yard House USA Inc. for $585 million in an all-cash transaction from 
private equity firm TSG Consumer Partners LLC. 
 
Yard House, which launched its first restaurant in 1996 and has grown to 39 restaurants across 13 states and 
has about 13 more set to open in the next year or so. The average eatery is sized at 10,500 square feet. 
 
"This transaction offers a tremendous opportunity to begin the next chapter in Yard House's high growth 
evolution to become a national brand," said Harald Herrmann, President and Chief Executive Officer of Yard 
House USA. "We're excited about the opportunity and that we and our team members will become a part of one 
of the world's largest and most successful restaurant companies." 
 
The total transaction price of $585 million includes $30 million of cash tax benefits that are expected to be 
realized by Darden in fiscal 2013 and fiscal 2014. 
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The brand will become part of Darden's Specialty Restaurant Group, which includes The Capital Grille, Bahama 
Breeze, Seasons 52 and Eddie V's. Including acquisition-related costs of seven to ten cents per share, offset 
partially by Yard House's earnings from operations, the transaction is expected to be dilutive to Darden's diluted 
net earnings per share in fiscal 2013 by three to five cents and accretive thereafter. 
 
Darden expects to complete the transaction early in its fiscal second quarter. 

Loans and Properties Under Surveillance 

 

Watch List: Largest 'Underwater' Industrial Properties 
Information for these listings was provided by Trepp LLC, an industry leader in providing surveillance data on loan and 
commercial real estate performance underlying the CMBS market and CoStar Group. 

Property 
Name Address 

Cur. Loan 
Bal. 

Most 
Recent Val. 

Cur. 
LTV 

CMBS Deal 
Name; 
Special 
Servicer 

Payment 
Status 

Maturity 
Date 

Passaic 
Street 
Industrial 
Park - A note 

One Passaic Street, 
Wood-Ridge, NJ $21,700,000 $20,000,000 231.21 

LB-UBS- 
2004-C1; 
CWCapital 
Asset 
Management 

Less than 
30 days 
del. 12/15/2018 

Barrington 
Business 
Center 

1 Commerce Drive, 
Barrington, NJ $36,100,000 $17,000,000 212.36 

Wach 2007-
C32; 
CWCapital 
Asset 
Management 

90+ days 
del. 4/15/2017 

http://bit.ly/t0dxKa
http://bit.ly/t0dxKa
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Property 
Name Address 

Cur. Loan 
Bal. 

Most 
Recent Val. 

Cur. 
LTV 

CMBS Deal 
Name; 
Special 
Servicer 

Payment 
Status 

Maturity 
Date 

Park 
Fletcher 

Various, Indianapolis, 
IN $33,522,585 $15,900,000 211.27 

ML-CFC 
2007-5; 
CWCapital 
Asset 
Management 

90+ days 
del. 1/12/2017 

Circuit City 
Distribution 
Center 

110 Circuit City 
Road, Marion, IL $19,894,810 $10,700,000 210.65 

JPM- 2002-
C2; C-III Asset 
Management 

90+ days 
del. 8/12/2012 

deCODE 
genetics 

2501 West Davey 
Road, Woodridge, IL $19,777,567 $10,350,000 193.25 

Citi 2007-C6; 
CWCapital 
Asset 
Management 

90+ days 
del. 7/10/2017 

Precision 
Park 

200 Frenchtown 
Road, North 
Kingstown, RI $20,220,562 $11,400,000 186.42 

BofA 2004-4; 
Orix 

90+ days 
del. 9/10/2013 

Detroit MAC 

11701 Metro Airport 
Centr Dr., Romulus, 
MI $25,428,671 $17,100,000 174.32 

COMM 2000-
C1; 
CWCapital 
Asset 
Management Current 10/15/2012 

Cold Storage 
Industrial 

450 South Central 
Avenue, University 
Park, IL $50,057,080 $30,260,000 170.66 

LB-UBS 2007-
C1; LNR 
Partners 

90+ days 
del. 1/15/2017 

Noble Tech 

28201-28213 Van 
Dyke Ave, Warren, 
MI $34,776,921 $21,000,000 166.67 

GCC 2007-
GG9; LNR 
Partners Current 1/10/2017 

Gwinnett 
Regional 
Distribution 
Center 

3312 North Berkeley 
Lake Road, Duluth, 
GA $22,891,072 $16,000,000 143.81 

BS 2006-
PWR12; C-III 
Asset 
Management 

90+ days 
del. 4/11/2013 

Memphis 
International 
Airport 
Center 

Various, Memphis, 
TN $24,900,000 $18,200,000 136.85 

CS 2007-C1; 
LNR Partners 

Non-
performing 
matured 
balloon 7/15/2012 

Nantucket 
Self Storage 

6 Sun Island Drive, 
Nantucket, MA $20,000,000 $15,750,000 126.98 

MS- 2007-
IQ15; C-III 
Asset 
Management Current 6/11/2017 

Northeast 
Florida 
Industrial 

4627 J.P.Hall 
Boulevard, Green 
Cove Springs, FL $26,741,883 $19,100,000 121.66 

Citi- 2006-C4; 
C-III Asset 
Management Current 3/15/2016 

Antioch 
Distribution 
Center 

2110-2300 Wilbur 
Avenue, Antioch, CA $18,995,671 $16,495,000 121.30 

LB-UBS 2004-
C8; LNR 
Partners 

Non-
performing 
matured 
balloon 7/15/2012 

Interstate 
Northwest 
Business 
Park 

120 Interstate North 
Parkway, Atlanta, GA $20,300,000 $17,000,000 119.44 

JPM 2006-
LDP9; LNR 
Partners 

Performing 
matured 
balloon 7/15/2012 

CoStar Group: Rising Demand for CRE Suggests Expanding U.S. Economy 
Midyear 2012 Market Reports Show Retail Recovery Lagging Significantly; Job Growth Key to Accelerating 
Recovery 
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Encouraging signs in the commercial real estate market, specifically in the office and industrial sectors, suggest 
an expanding U.S. economy. However, according to CoStar Group's midyear 2012 market reports, the recovery 
is likely to be slow and dependent on the rate of employment growth. 
 
Net absorption of office space totaled 16 million square feet in the second quarter of 2012, exceeding the 
historical average of 11 million square feet per quarter. The industrial market absorbed 35 million square feet of 
space in the second quarter of 2012, exceeding the historical average of 21 million square feet per quarter. Both 
the office and industrial figures represent a more than 50% increase from the first quarter of 2012. 
 
In contrast, the retail sector grew by a mere 3 million square feet of net absorption by the close of the second 
quarter of 2012—the lowest level since the recession in 2009 and drastically lower than the historical average of 
21 million square feet per quarter. 
 
Vacancy rates fell year-over-year for all of the major property sectors, due in part to relatively low levels of net 
completions. Specifically, industrial vacancy is down 70 basis points, to 9.3%; office vacancy is down 60 basis 
points, to 12.8%; and retail vacancy is down 30 basis points, to 7%. 
 
Rental rates were fairly flat for all property sectors, except that office and industrial rental rates were slightly 
positive and retail rental rates continued a 15-quarter trend of decline. 
 
The decline in the national office vacancy rate to 12.8%—along with the prospect of future vacancy declines—
suggests that the scales are tipping toward generating office rent growth. So far, however, the growth has been 
very minor at a +1.4% annual rate as of the end of the second quarter of 2012. 
 
Nationally, second quarter 2012 office net absorption grew at 16 million square feet, up from 10 million square 
feet in the first quarter of 2012 and more than doubled the pace of absorption in the second quarter of 2011.  
 
The 50 million square feet of office space currently under construction is roughly half the historical average, and 
construction is expected to remain below average, largely due to depressed office rents. CoStar estimates that 
nationally, office rents are 7% below the level that would normally entice developers to justify new construction. 
 
Indicating the broad base for the office market recovery, vacancy for all of the top markets except Washington, 
DC, declined in the second quarter of 2012 on a year-over-year basis. 
 
The greatest drops in vacancy were concentrated in technology-dominated markets: 

 San Jose - 2.9% 

 Austin - 2.5% 
 
In contrast, new construction deliveries and below-average demand in metro Washington, DC, resulted in a 20-
basis-point increase in vacancy, to 13.4%. 
 
Of the largest U.S. office markets, San Francisco had the largest rental rate growth in the second quarter of 
2012, at 16% year-over-year. 
 
Industrial sector vacancy declined 20 basis points to 9.3% in the second quarter of 2012, due in large part to only 
four million square feet of net completions. Net absorption at 35 million square feet, was more than 60% above 
the long-term quarterly average and up sharply from 19 million square feet in the first quarter of 2012. 
 
Industrial rents grew for the third straight quarter, although the national industrial rental growth rate has yet to 
exceed 1% annually. 
 
There is 38 million square feet of industrial construction currently under way. This amount is only 12% of the 
long-term average and should result in future occupancy and rent gains, as demand continues to increase with 
little corresponding increase in supply. 
 
The lowest industrial rates and markets include: 

 Houston at 5.1% 

 Los Angeles at 5.1% 
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 Seattle at 6.3% 

 San Francisco at 7% 

 Miami at 7.1% 
 
Lower-cost national distribution markets had the highest net absorption rates, including: 

 Chicago at 5.8 million square feet 

 Dallas at 4.3 million square feet 

 Philadelphia at 2.8 million square feet 

 Phoenix at 2.5 million square feet 
 
Indicating a broad recovery, year-to-date net absorption is positive for each of the top industrial markets, all of 
which recorded year-over-year vacancy declines. 
 
Retail is currently the outlier. Demand for space in the retail sector was at its lowest level since 2009. With only 3 
million square feet of net absorption for the second quarter of 2012, retail is well below the long-run average of 
21 million square feet of net absorption per quarter. 
 
The low, but positive level of demand in the retail sector most likely reflects a combination of factors, including 
increased Internet shopping, aging demographics, loss of retail demand from earlier spikes in energy prices and 
weakened spending among lower-earning consumer groups. 
 
Retail vacancy remained flat during the second quarter of 2012 at 7% in-part because there was only 6.5 million 
square feet of new construction. 
 
Retail rental rates continue to show negative trends, with rents declining at an annualized rate of 1.6%. Of more 
significance is the fact that retail rents have declined every quarter since the third quarter of 2008, compared to 
slight rent recoveries for office and industrial during the same period. 
 
In-process new retail construction hit a new low of only 26 million square feet in the second quarter of 2012, 
suggesting that retail construction will most likely continue to decline. 
 
At the metro level, retail performance varied across the country more than performance for the other property 
types. Market vacancy change over the past year was generally down, with San Jose (-0.8% to 5.3%), Dallas (-
0.7% to 8.6%) and Austin (-0.6% to 5.4%) showing the best improvement. 
 
In contrast, roughly one-third of the markets recorded negative net absorption, suggesting that the retail recovery 
is still weak. Market vacancy ranges from 2.8% in San Francisco to 11.8% in Phoenix. 

Life Insurers Fill Up Their Trophy Cases 
By: Matt Seminerio 
As CMBS lenders struggle to regain their pre-financial-crisis 
dominance, life insurers have seized an opportunity to grab 
headlines and lend to the top trophy properties in the best 
markets. 
 
Loans greater than $25 million in primary markets totaled $9.8 
billion in 2011, 15% higher than the prerecession peak of $8.4 
billion in 2006. Life insurers increased their proportion of lending to 
top-tier markets to 26% in 2011, double pre-2009 levels, driving 
capital away from the lower tiers, as primary markets are 
perceived as less risky. 
 
Several factors can probably explain this shift in strategy. First, life 
insurers are now more competitive; they did not suffer as much 
turmoil on their balance sheets as CMBS and banks did because 
of the recession. Life insurers did not lend large amounts to single-

mailto:mseminerio@pprglobal.com
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family residential borrowers, so they were not directly tied 
to the decline in housing prices and home mortgage 
defaults. 
 
Second, because of the low-interest-rate environment 
during the past few years, insurers can offer historically 
low coupon rates for loans larger than $25 million, while 
keeping spreads above their 15-year average. 
 
Third, life insurance premiums provide a steady source of 
new capital and CRE lending is relatively attractive 
compared to that for other asset classes. 
 
 Can we expect life insurers to keep up these levels of 
lending? 
 
In the short term, this will probably continue, but it is less 
likely over the medium to long term. 
 
As the economy nurses itself back to health and banks continue to clean up their balance sheets, CMBS and 
bank lenders will be more competitive in the large loan market. Also, since so much activity has saturated the 
larger markets, life insurers may already be reaching into secondary/tertiary markets to increase lending volume. 
But if spreads and coupon rates continue to move in opposite directions, life insurers may need a larger trophy 
case. 

Lawson Products Cutting 11% of Staff 
Lawson Products Inc. in Chicago is restructuring operations to cut $20 million in costs per year. With an objective 
of making the company leaner and more cost efficient, Lawson Products is eliminating 100 positions (11%), 
including several senior executive positions. 
 
The company also expects to complete other cost-cutting measures such as a rationalization of inventory and 
reduction of costs such as travel, marketing and net outbound freight expenses. On the real estate side, Lawson 
Products is consolidating three Illinois locations into a single operation in McCook, which will be the hub for the 
Midwest. 
 
The company now has five facilities in Illinois that it plans to dispose. 

City Use 
Square 
Feet Owns or Leases 

Addison Distribution 85,800 Owns 

Des Plaines Packaging / Administration 175,000 Owns 

Des Plaines Administration 45,000 Owns 

Des Plaines Administration 114,000 Leases 

Vernon 
Hills Distribution 107,061 Owns 

SuperValu Considers Strategic Alternatives 
Responding to competition in the low price grocery segment, SuperValu Inc. is pursuing "deeper and more 
structural cost savings initiatives." 
 
SuperValu intends to cut $250 million in administrative and operational expense reductions over the next two 
years. It expects the program to result in a leaner, more efficient organization. The savings expected to be 
achieved from these efforts are incremental to the $75 million in cost reductions the company targeted for fiscal 
2013. The company noted that it has exceeded its expense saving targets in each of the past three years. 
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As part of that plan, the company, in conjunction with its financial advisors, Goldman Sachs and Greenhill & Co., 
has initiated a review of all strategic alternatives. 
 
The Minneapolis-based grocery store holding company did not provide details of the planned cuts. 

Corporate Space Pending Return to the Market 

Company Address City State 

Closure 
or 
Layoff 

No. of 
Workers 
Impacted 

Impact 
Date 

Traffic Control and 
Safety Corp. 40 South G St. Arcata CA Closure 2 8/1/2012 

Nasty Gal Inc. 12822 Rangoon St. Arleta CA Closure 47 7/15/2012 

Traffic Control and 
Safety Corp. 4920 Lisa Marie Court Bakersfield CA Closure 10 8/1/2012 

Traffic Control and 
Safety Corp. 130 Grobic Court Fairfield CA Closure 47 8/1/2012 

Schneider National 
Carriers Inc. 14392 Valley Blvd. Fontana CA Closure 161 8/13/2012 

Southern California 
Bindery & Mailing 
Inc. 10661 Business Drive Fontana CA Closure 70 7/15/2012 

Traffic Control and 
Safety Corp. 3049 S. Golden State Frontage Road Fresno CA Closure 18 8/1/2012 

Traffic Control and 
Safety Corp. 13261 Garden Grove Blvd. 

Garden 
Grove CA Closure 84 8/1/2012 

Comcast Campus 3011 & 3077 Comcast Place Livermore CA Closure 105 7/27/2012 

Forever 21 Logistics 
LLC 3880 N. Mission Road Los Angeles CA Closure 78 7/27/2012 

Menzies Aviation 
LAX 5619 W. Imperial Highway Los Angeles CA Layoff 192 7/24/2012 

Logitech 7600 Gateway Blvd. Newark CA Layoff 86 8/13/2012 

El Torito Grill 951 Newport Center Drive 
Newport 
Beach CA Closure 63 7/31/2012 

Traffic Control and 
Safety Corp. 4000 Westerly Place, Suite 200 

Newport 
Beach CA Closure 23 8/1/2012 

Traffic Control and 
Safety Corp. 522 Lincoln Lane Nipomo CA Closure 24 8/1/2012 

LPS Lender 
Processing Services 3100 New York Drive Pasadena CA Layoff 78 7/31/2012 

Pacific Hotel 
Management  LLC 
Sheraton 
PASADENA 303 Cordova St. Pasadena CA Closure 153 7/30/2012 

CVS/Pharmacy Dist 
Ctr/Longs Drug Store 
California 2400 Keystone Pacific Pkwy Patterson CA Layoff 103 8/14/2012 

United Spiral Pipe 
LLC 900 East Third St. Pittsburg CA   105 8/1/2012 

Traffic Control and 
Safety Corp. 13755 Blaisdell Place Poway CA Closure 16 8/1/2012 

Desert Cardiology 
Consultants' Medical 
Group 

39000 Bob Hope Drive, Hal B. Wallis 
Building 

Rancho 
Mirgage CA Layoff 84 7/31/2012 

Traffic Control and 
Safety Corp. 6479 Eastside Road Redding CA Closure 115 8/1/2012 

Schneider National 
Carriers Inc. 2356 Fleetwood Drive Riverside CA Closure 8 8/13/2012 

Schneider National 
Carriers Inc. 1001 Columbia Ave. Riverside CA Closure 1 8/13/2012 
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Company Address City State 

Closure 
or 
Layoff 

No. of 
Workers 
Impacted 

Impact 
Date 

Traffic Control and 
Safety Corp. 7920 Cucamonga Ave. Sacramento CA Closure 31 8/1/2012 

Time Warner Cable 
8925 Ware Court/10450 Pacific 
Center Court San Diego CA Closure 70 8/12/2012 

BAE Systems Foot of 20th St. 
San 
Francisco CA Layoff 152 7/23/2012 

Traffic Control and 
Safety Corp. 323 Commercial St. San Jose CA Closure 15 8/1/2012 

Applied Materials 
Inc. 

3100 Bowers Ave.-3300 Scott Blvd.-
3535 Garrerr D Santa Clara CA Layoff 29 7/23/2012 

Forever 21 Logistics 
LLC 3155 Bandini Blvd. Vernon CA Closure 214 7/27/2012 

Lease Cancellations: Ritz Camera Stores 
Store Address City State Landlord 

218 Alamo Plaza Alamo CA Invesco Real Estate 

1898 W. El Camino Real Mountain View CA 
Trustees of the Mohammad Reza Eltejaein 
and Lida Eltejaein Revocable Trust 

5122 Broadway Oakland CA Safeway Inc. 

Fashion Valley Shopping Center, Room 206 San Diego CA Fashion Valley Mall LLC 

445 E. Hopkins Ave. Aspen CO The Wilder Cos. 

5295 S. Broadway Englewood CO RCW Ltd. 

9557 S. University 
Highlands 
Ranch CO Gart Properties 

8500 West Crestline Littleton CO ACF Property Management 

7 Backus Ave, Suite 287 Danbury CT Macerich Co. 

5221 Wisconsin Avenue, NW Washington DC Grosvenor Urban Retail LP 

1233 W. Sand Lake Road Orlando FL Specialtee Golf of Florida 

2460 Cumberland Parkway SW Atlanta GA Southern Property Mgmt 

1910 Hwy. 20 South Conyers GA Rockdale Square Associates 

6700 Douglas Blvd. Douglasville GA CBL & Associates 

3605 Sandy Plains Road Marietta GA Highland Plaza LLC 

7804 Abercorn Extension Savannah GA GGP 

4153 LaVista Road Tucker GA Transfigure Real Estate Holdings 

206 E. Rand Road 
Arlington 
Heights IL Amcap Inc. 

5150 Northwest Highway Crystal Lake IL Pinehurst Square Mgmt 

2551 75th St. Darien IL Chicago Stores LLC 

20710 N Rand Road Deer Park IL Praedium Development 

11043 W. Lincoln Highway Frankfort IL Chase Properties 

1492-C S. Randall Road Geneva IL Inland Commercial Property Mgmt 

144 W. Jefferson Ave. Naperville IL North Star Trust Co. 

9 Rice Lake Square Wheaton IL Grosvenor 

250 Granite Street Braintree MA Simon Property Group 

3000 184th Street, SW Lynwood MA GGP 

210 Andover St. Peabody MA Simon Property Group 

103 Commerce Way Woburn MA Sunlife Assurance Co. 

2484 Solomon Island Road` Annapolis MD Parole Town Center Associates 

8200 Perry Hall Blvd. Baltimore MD GGP 

622 Bel Air Road Bel Air MD CBL & Associates 

7101 Democracy Blvd. Bethesda MD Montgomery Mall LLC 

15630 Emerald Way Bowie MD Simon Property Group 

7900 Ritchie Highway Glen Burnie MD Simon Property Group 

14933 Shady Grove Road Rockville MD Lerner Corp. 
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Store Address City State Landlord 

10737 Colulmbia Pike Silver Spring MD Finmarc Management 

408 Apache Mall Rochester MN GGP 

131 1 NW Maynard Road Cary NC Regency Centers Corp. 

15235 John J. Delaney Drive Charlotte NC Amcap Inc. 

6910 Fayette Road Durham NC GGP 

2335 Matthews Township Parkway Matthews NC Developers Diversified Realty 

11025 Carolina Place Pkwy. Pineville NC GGP 

8301 Brier Creek Parkway Raleigh NC American Asset Corp. 

5959 Triangle Town Blvd. Raleigh NC CBL & Associates 

116 W. Broadway Derry NH 116 West LLC 

8660 SW Scholls Ferry Road Beaverton OR JP Asset Management 

400 N. Center St. Kennett Square PA R.J. Waters & Associates 

1800 Galleria Blvd. Franklin TN CBL & Associates 

4108 Hillsboro Pike Nashville TN The Payne Center LLC 

3551 Justin Road Flower Mound TX SFERS Real Estate 

4280 Lavon Drive Garland TX Cencor Realty Services 

1713 S. Post Oak Blvd. Houston TX Levcor Inc. 

398 Meyerland Plaza Houston TX Ronus Properties 

4765 FM 1960 West Houston TX Weingarten Realty Investors 

901 W. Fifteenth Street Plano TX Venture Commercial Management 

5238 De Zavala Road San Antonio TX Weingarten Realty Investors 

12724 Fountain Lake Circle Stafford TX Dunhill Property Mgmt 

491 S. Main Bountiful UT Ron and Ethal Inkley 

191 East 12300 South Draper UT Arbor Commercial Real Estate 

1155 36th St. Ogden UT Kellerstrass Family Partnership 

3292 S. Richmond Drive Salt Lake City UT 
Rudd Investments LLC & Steven L. Olsen 
Real Estate  Investments 

701 Lynnhaven Pkwy Virginia Beach VA GGP 

12816 SE 38th St. Bellevue WA Factoria III 

2711 167th Place SE Covington WA Covington Retail Associates 

1200 Cooper Point Road SW Olympia WA SB Management Corp. 

4726 42nd Ave. SW Seattle WA Kimco Realty 

401 NE Northgate Way Seattle WA Simon Property Group 

17420 S. Center Pkwy Tukwila WA Kimco Realty 

Fitch Factors Itself into CMBS Loan for One State Street Plaza 
Responding to New York Post reporting that it be moving out of its current space at One State Street Plaza in 
New York, Fitch Ratings factored in what that means for the CMBS loan on the property. 
 
Fitch Ratings is currently the largest tenant at 19% of the NRA, with a lease expiration of December 2014. The 
$295 million loan is the third largest of the LB-UBS 2007-C7 transaction; the most recent reported DSCR is 
1.27x. 
 
Without Fitch Ratings' rent the DSCR would fall below 1.0x. 
 
Mitigating the risk of Fitch Ratings' non-renewal is a $7 million letter of credit (LOC) that must be posted by the 
borrower in June 2013 should Fitch Ratings not renew. If the LOC is not posted, all excess cash flow will be 
swept into a leasing reserve until deposit equals $7 million and will remain on deposit until a suitable 
replacement tenant is found. Additionally, Fitch Ratings' in-place base rent is considerably below market. 
 
Fitch Ratings is planning a move across the street to 33 Whitehall Street, where it already has offices. 
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Madison Realty Forecloses on Staten Island Property 
Madison Realty Capital has taken ownership of 224 Richmond Terrace, a 60,000-square-foot, 40-unit residential 
property with a retail component in St. George, Staten Island. 
 
Madison previously purchased the non-performing first mortgage for $8.4 million (approximately 66% of the 
unpaid principal balance and 52% of the payoff balance including interest) from Bank of New York Mellon. It has 
now taken title by completing foreclosure proceedings. 
 
224 Richmond Terrace, known officially as "The View," rises 11 stories above the waterfront and features 
unobstructed views of the Manhattan skyline and the Statue of Liberty. In addition to the 40 apartments, The 
View also offers 5,000 square feet of retail space and a community center and benefits from a 15-year 421a tax 
abatement. 
 
"This submarket has become an exciting part of the New York City waterfront, but remains somewhat overlooked 
by investors. We identified a great opportunity to access this well-located property at an attractive basis through 
the senior debt and now we're putting the finishing touches on construction and marketing it as a rental," said 
Joshua Zegen, co-founder and managing member of Madison Realty. 
The residential units feature high-quality design and amenities, having been originally intended for sale to 
Financial District commuters. 
 
The original owner planned the property as a condominium, but defaulted on its construction financing in 2009, 
after which the original lender filed a foreclosure action. Construction is substantially complete with only some 
interior installations and cosmetic detailing to be done. 
 
Casandra Properties has been appointed as leasing agent for the residential and retail portions of the property. 

CapLease Reduces Debt on Nestle Properties 
CapLease Inc. repurchased the $11 million junior first mortgage note on the three Nestlé properties from a 
private investor for a purchase price including expected transaction costs of $2 million. 
 
The company estimates that the note repurchase will result in a non-recurring gain ranging from $9 to $10 million 
during the second quarter of 2012. 
 
The deal reduces the mortgage debt on the three industrial properties to $106 million. 
 
The remaining $106 million senior first mortgage note which is held by Wachovia Bank Commercial Mortgage 
Trust - 2007-C34. The note is scheduled to mature in August 2012. 
 
CapLease is in discussions with the special servicer, CWCapital Asset Management, to restructure the 
nonrecourse note. 
 
The three properties backing the note are as follows. 

Address City State 
Net Rentable 
SF 

555 Nestle Way Breinigsville PA 1,045,153 

2909 Pleasant Center 
Road Yoder IN 764,177 

2 Nestle Way Lathrop CA 751,021 

 


