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Beauty Is as Beauty Does 

And When it Comes to Buildings, Does Beauty Outperform? 
There Are Class A Office Properties, then There Are 'A' Office Properties with Class 

It may be true that society favors the beautiful. In real estate there is even a phrase for it: curb appeal. And 
Realtors know there can be a payoff to property that looks better than the other houses -- buildings-- around it. 
 
And while beauty may be in the eye of the beholder, is it possible to identify a correlation between better 
economic benefits in a building and its appearance? It being August and an opportune time for a 'soft' news 
feature, this week CoStar News analyzed the performance of two very specific subsets of office properties and 
compared their performance with all existing Class A office buildings in the country. 
 
The buildings in the subsets achieved a higher rate of 
tenant retention during the Great Recession and regained 
tenants much more quickly as markets have recovered. 
Rental rates in these properties did not decline nearly as 
much, started recovering earlier and have moved up 
much more quickly than rents in all other Class A 
properties. 
 
"It's pretty clear, these buildings held their occupancy 
better during the worst of the recession. In the heat, they 
held on to their tenants and were the first to recover while 
the rest have been playing catch up," said Joseph W. 

MARK HESCHMEYER, EDITOR WWW.COSTAR.COM AUGUST 2, 2012 

mailto:mheschmeyer@costar.com
http://www.costar.com/news/
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Markling, chairman of BOMA International and managing director of Strategic Accounts at CBRE, who reviewed 
the analysis. 
CoStar News worked with BOMA in compiling the two database subsets based on BOMA's own standards: one 
subset consisted of properties that were awarded regional honors as "The Office Building of the Year (TOBYs) in 
2011-'12;" and a second subset had received a special designation for their all-around excellence in building 
operations and management. 
 
[Editor's Note: This is the first of a CoStar News-originated series that will occasionally over the next few 
weeks/months examine the topic of the psyche of Why We Work Where We Work.] 
 
Each year, BOMA International awards the TOBYs 
locally, regionally and internationally. Separately, 
beginning four years ago, BOMA developed what it calls 
its BOMA 360 Performance Program - a benchmark used 
to recognize owners and managers who achieve ongoing 
standards of operational and management excellence in 
commercial properties. 
 
The TOBY subset of properties CoStar compiled contains 
127 regional TOBY award winning individual buildings 
totaling 37.6 million square feet. The BOMA 360 subset 
included 485 buildings totaling 186.9 million square feet. 

BEAUTY'S ONLY SKIN DEEP 

Of course, BOMA 360 designations and the TOBY awards are not architecture beauty contests, Markling said. 
Rather, the designations and award are meant to be a measure of the total building experience, he said. 
 
"If you ask what are the five best-looking buildings in a market, some [of the BOMA building subsets] might not 
make the list," Markling said. "But they do show that managers and owners have done the best with what they 
have." 
 
In other words, looks alone are not what is selling the building to tenants or investors. 
 
Still, Markling acknowledged curb appeal can be a major factor in getting them in the door in the first place. At 
that point, though, good management and ownership takes over. 
 
By the time a prospective tenant meets a broker to see space, they have already driven through the 
neighborhood, viewed the building's exterior, driven into its parking garage, walked to its elevator. They're 
coming into the meeting with their first impressions already formed, Markling said. 
 
From there on out, "you have to sell them on the 'whole experience.' Aesthetics is important, but you have to 
match it with functionality." 
 
In that regard, owners and managers step up their game when managing and marketing the elite properties, 
Markling said, a fact that no doubt helps account for their success. 
 
"As an owner, asset manager and property manager, at this level you know you are good and believe that you 
should outperform the market. At the same time, there is additional pressure to take it up another level and really 
stand out," he said. 
 
The TOBYs, Markling said, are a more of a personal program; it's a head-to-head competition that asset and 
building managers enter into. "It's like winning the Oscars; in that for that particular year, you outperformed the 
competition," he said. 
 
The BOMA 360 program is more of a corporate-level decision with the owner to participate. 
 
"These numbers show that the designation can statistically put you out in front," Markling said. 

(Please continue reading on page 4) 
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Land, Industrial, Retail, Office Auctions 
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(Beauty cont'd from page 2) 
Of course, it has yet to be seen when the market has fully recovered and all classes of properties are hot again 
and the demand for space is high and the offerings few, whether the advantages will hold, Markling said. 
 
"But at least now we know, that when you really need to perform when times are tough, we can show a 
differentiation," he added. 

THE ROLE OF CURB APPEAL 

A building's curb appeal is clearly a factor, according to other industry experts CoStar contacted. 
 
"I believe the higher up the ladder/closer to the decision maker the more important the location/quality becomes," 
said Stephen Evans, senior vice president, investments for KBS Realty Advisors in Washington, DC, noting that 
many clients, employees and prospective employees equate a company's building with the company itself.  
 
KBS acquires first class office buildings and has one property in the BOMA 360 performance program: the two-
building Mid America Plaza in Oakbrook Terrace, IL. 
 
"We recently purchased an office building [the McEwen Building acquired for $40 million in May 2012] in the 
suburbs of Nashville, which is within a mixed-use project that includes a quality office building, attractive retail 
tenants within the building, and a Whole Foods, BrickTops restaurant and other amenities in the shared parking 
lot," Evans said. "During tenant interviews prior to our purchase, plus discussions with a prospect tenant for the 
one vacancy, a very highly ranked criterion for locating in the building is that tenants drove the competition and 
decided 'I want to be at the McEwen Building.'" 
 
"We also see this trend with assets KBS purchased over the past 10 years; those that are of higher quality/better 
location outperform/out lease the more non-descript commodity buildings," Evans said. "So a tenant -- at least 
the decision maker -- is giving some weight to 'I want to work there.'" 
 
Stewart Proctor, principal of Structure Commercial Real Estate in Tallahassee, FL, recently relocated the 
headquarters for a national company. 
 
"The CEO who was leading the company when they moved was very focused on exterior curb appeal," Proctor 
said but added that, "We were working with the CFO, he was obviously focused on price point, but curb appeal 
did play in the decision. Not so much how the building looked form the street, but address, and what the 
surrounding neighborhood is like, and the affect that has on his 100+ employees, their mutual comfort, safety 
and prouctivity." 

TENANT RETENTION HIGH 

Separate studies also show that the BOMA 360 buildings have a much easier time retaining tenants, which also 
no doubt plays to their economic advantage. 
 
"If an employee has worked in a Class A environment, then a company trying to recruit him or her to their Class 
B office may have a tough time -- and to a Class C? Forget about it," said Michael Bull, president of Bull Realty 
Inc. in Atlanta. 
 
On the other hand, Bull said, "if you never fly first class to Vegas and stay in a high roller suite, then you are fine 
in coach and staying in good hotel. If you never drive a best-in-class 120-mph performance boat, then driving a 
50-mph boat is still fun for you." 
 
According to a new study by Kingsley Associates, buildings that have earned the BOMA 360 Performance 
Program designation have higher tenant satisfaction scores in 52 out of 54 categories compared to commercial 
office buildings without the BOMA 360 designation. Most notably, 92 percent of tenants in BOMA 360 buildings 
report high overall satisfaction. 
 
Kingsley Associates surveyed tenants in categories including maintenance, leasing, security and air quality. 
BOMA 360 buildings outperformed a comparable set of commercial office buildings without the designation in all 
of the top survey categories. 
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 74% of tenants in BOMA 360 buildings noted they are satisfied with the value they receive for the rent 
they pay, compared to 68% of tenants in other buildings. 

 More than 90% of tenants rated personnel in BOMA 360 buildings as "good" or "excellent." And 

 80% of tenants in BOMA 360 buildings rated the indoor air quality "good" or "excellent" compared to 
74% of tenants in other buildings. 

NO GUARANTEE OF SUCCESS 

The 1.5 million-square-foot Columbia Center office tower in downtown Seattle received a regional TOBY this 
past year. Today, more than one-third of the building is vacant. 
 
There is a $300 million loan on the property rolled up into a commercial mortgaged back securities: Morgan 
Stanley Capital I - 2007-HQ12. 
 
The loan was transferred to special servicing in February 2010. As of that time, the sponsorship, Beacon Capital 
Partners, informed the Master Servicer and the Special Servicer, LNR Partners Inc. that they could no longer 
invest in any improvements on the property and starting in March 2010, could no longer pay debt service. 
 
After origination of the loan, the law firm of Heller Ehrman filed for bankruptcy and did not occupy the law firm's 
fully built out space, approximately 147,000, according to the CMBS servicer's note. In addition, the largest 
tenant, Amazon, which occupied 177,311 square feet vacated at lease maturity in 2/2011. 
 
The loan maturity date was extended from this May 2012 to May 2015 and returned to the Master Servicer for 
monitoring. The loan status is classified as a performing matured balloon note. 
 
"I am sure curb appeal affects everyone's decision to a certain degree," said Eric Haskins, senior vice president, 
LEED green associate with Jones Lang LaSalle in Portland, OR, talking generally about office properties. "I 
would say it will affect the owner/user's decision the most because they are buying the building and operating 
there. The next closest would be the tenant, but I have to say some tenant's don't care and are all about the 
bottom line. The ones that are concerned the most are more often concerned about recruitment because they 
are in a highly competitive industry and they want to make sure their office is appealing to talented recruits." 
 
"As for the investor," Haskins added, "I think neighborhood and surrounding marketplace always factor heavily 
into their decision, but as one investor once said, 'there is no such thing as an ugly 100% leased building.'" 

'Tis a Gift To Be Simple, 'Tis a Gift To Be Fair 
Following a free-wheeling era of rampant multi-billion dollar financial frauds that nearly crippled the global 
economy, it certainly is understandable if the U.S. Securities & Exchange Commission has become more 
zealous in its oversight. But the SEC is being criticized by some for setting its investigative sites last summer on 
an unlikely target - Amish farmers and families in the Midwest. 
 
This past week, the SEC concluded its investigation of an Amish real estate fund called The Amish Helping Fund 
(AHF) without bringing an enforcement action - or more exactly - has deferred prosecution of the religious 
enclave's fund. 
 
The Amish Helping Fund, based outside of Canton, OH, was founded in 1995 to encourage the preservation of 
the Amish culture and lifestyle through the pooling of monetary resources to assist Amish families in purchasing 
and maintaining homes, farms and related businesses. Since its founding, the fund has raised $227 million to 
lend to Amish families. 
 
According to counsel for AHF, Baker Hostetler partner John J. Carney, "the SEC investigation, which began in 
June 2010, focused on certain disclosure deficiencies in AHF's investment offering materials." 
 
Specifically, the SEC said the fund never updated its offering circular, which in 1995 followed all legal 
procedures. But laws change, and the Amish, who are known for forgoing such things as modern electrical 
lighting and automobiles in favor of candles and horse-drawn buggies, never kept pace. 
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"Importantly, the SEC recognized that despite the disclosure issues, that there was no realized investor loss," 
Carney said. "The fund appreciates the SEC's exercising its discretion to resolve this matter." 
 
That's right, the SEC acknowledged that no investors ever lost money nor has the fund ever had to foreclose on 
a borrower. Ironically, the AHF itself has been a victim of financial securities fraud. 
 
Last month, Monroe L. Beachy was sentenced to 6.5 years in prison for operating a Ponzi scheme in which he 
defrauded 2,700 businesses and people, many of them Amish, out of more than $16.8 million. Beachy, 78, 
pleaded guilty last year to one count of mail fraud. 
 
Beachy was the founding treasurer of the AHF and left to start his own firm, A&M Investments. He convinced the 
AHF to invest more than $2 million in his firm, which was to invest in U.S. government-backed housing bonds. 
AHF has recovered almost half of those funds through the U.S. Bankruptcy Court, which is overseeing Beachy's 
personal bankruptcy. 
 
Going forward, Andrew Yoder, chairman of the Amish Helping Fund, said: "the fund has implemented a number 
of important on-going remedial measures, including an independent audit of its financial statements, adoption of 
new compliance procedures and delegation of responsibility to a board committee for ensuring compliance with 
both state and federal securities regulations." 
 
The SEC also required the AHF to offer all its investors a chance to rescind their investment in the fund. And 
according to the SEC, "almost no investors accepted the fund's offer of the right of rescission." 

Need Relief? 

 

http://bit.ly/KCNHk0
http://bit.ly/KCNHk0
http://bit.ly/KCNHk0
http://bit.ly/yKKypm
http://bit.ly/wn9ECn
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Miami, Minneapolis, Phoenix New Target Markets for Foreign Investors 
Global investor commercial real estate purchasing activity picked up in the second quarter with total market 
volumes increasing 24% from the first quarter to $108 billion, according to data collected from more than 60 
countries by Jones Lang LaSalle Capital Markets Research in London. 
 
This level of investment reverses the slight dip in activity recorded in the first quarter when volumes reached $87 
billion. 
 
REITs and unlisted funds were the second quarter's biggest net buyers of property. 
 
London remains the world's most sought-after location, according to the report, with the United States moving 
back towards the $40 billion transactions mark in the second quarter, with 35% of deals involving cross-border 
parties. 
 
While New York, San Francisco and Washington DC have long topped the target list for foreign investors, a 
number of second-tier U.S. cities have entered the Top 10 list for cross-border purchases into the United States, 
including Miami, Minneapolis and Phoenix. 
 
"Core U.S. real estate throughout primary and many secondary cities remained very attractive to both domestic 
and foreign investors, based on absolute initial yields on offer, and their spread over record-low Treasury rates," 
said Josh Gelormini, vice president, Americas Research, Jones Lang LaSalle. "The U.S. is also benefitting from 
a safe haven strategy, as other global markets appear on shakier ground, particularly given the ongoing 
Eurozone crisis." 
 
Although U.S. economic growth appears relatively weak, compared with most other fully mature economies, U.S. 
growth is much stronger, and investment into real, tangible assets in the country is attractive as a defensive 
strategy in volatile, challenging economic and market conditions in developed and emerging countries alike, 
Gelormini said. 
 
Globally, the retail sector increased investment volumes duirng the second quarter by 66% to $31 billion 
compared to the first quarter of 2012. This investment level trails behind the office investment level at $50 billion, 
but recognizes the demand for prime assets. 
 
The hotels sector is predicted to have a busy second half as global deals progress and close, while niche assets 
such as data centers will attract more attention as corporates focus on core business activities and look to 
offload non-core real estate assets. 
 
Although half year volumes are slightly below the level of 2011, there has not been a dramatic decline in investor 
activity or capital raising, although transactions are taking longer to close and debt financing remains an issue, 
Jones Lang LaSalle reported./ 
 
Given this background Jones Lang LaSalle expects full year volumes to be broadly consistent with 2011 at $400 
billion. If pricing in core locations continues to rise, the many opportunities available in secondary will attract 
increased attention and this may provide an additional boost to what is usually the more active second half of the 
year. 

CROSS-BORDER PURCHASES, Q2 2012 

Rank US Market US$Mil 
 

Rank US Market US$Mil 

1 New York $1,014 
 

6 Dallas $514 

2 
San 
Francisco $685 

 
7 Seattle $431 

3 
Washington 
DC $643 

 
8 Minneapolis $384 

4 Miami $554 
 

9 Boston $318 

5 Chicago $529 
 

10 Phoenix $317 



 

THE WATCH LIST NEWSLETTER 8 

 

Lender-Ordered Industrial Property – I-495 Auction 

 

CMBS Delinquency Rate Keeps Climbing 
Delinquency levels for CMBS loans continued increasing this month driven by a wave of 2007 loans that had 
reached their balloon dates but could not be refinanced.  
 
The CMBS delinquency rate set an all-time high once again in July, according Trepp LLC. The delinquency rate 
for U.S. commercial real estate loans in CMBS moved up another 18 basis points to 10.36%. This latest move 
puts the delinquency level up 97 basis points since February and makes July the fifth straight month in which the 
rate has increased.  
 
"With the volume of these troublesome 2007 loans hitting a peak in the first half of 2012, we believed the second 
half of the year would be kinder to the delinquency rate," Trepp reported. "While we still stand by that prediction, 
signs of improvement in CMBS delinquencies were elusive in July."  
 
According to David Tobin, principal of Mission Capital Advisors in New York, it is not just peak market vintages 
causing the troubles.  
 
"The delinquency rate remains elevated because all vintages of originations are experiencing negative market 
pressures. These include persistently high unemployment, which directly affects office and industrial demand 
and secular changes in how retail real estate interacts with consumers - or doesn't as the case may be," Tobin 
said. "In addition, the continued divergence of real estate recovery between the gateway markets in the U.S. 
(48% of real estate stock above $2.5 million) and the remainder of the market, as evidenced by Moody's CPPI 
Six City Index, suggests that vintage CMBS loan performance will continue to exhibit similar delinquency."  
 

http://bit.ly/TzAP12085
http://bit.ly/TzAP12085
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"The overarching concern of special servicers and banks with similar loan collateral should be this continued 
delinquency despite generational lows in capitalization and interest rates. QE3 should be interesting to watch 
play out," Tobin added.  
 
Sagar Parikh, a trader in the TCW U.S. Fixed Income group, specializing in mortgage-backed securities, also 
noted how market fundamentals are hindering improvement.  
 
"A theme that has remained consistent during 2012 has been the increasing number of loans receiving appraisal 
reductions. As of July, 9.43% of the CMBS universe has received appraisal reductions," Parikh noted is most 
recent market commentary.  
 
According to Trepp, the only major property type to improve was the retail loan segment. Lodging, office, 
residential and industrial loans all saw higher delinquency rates in July.  
 
The spike in the delinquency rate was driven by a big increase in multifamily loans and general weakness in four 
of the five major property types.  

 The multifamily delinquency rate moved up 52 basis points and remains the worst major property type 
with a rate of 15.69%.  

 The office delinquency rate jumped 24 basis points to 10.69%.  

 The industrial delinquency rate increased 18 basis points to 11.72%.  

 The hotel delinquency rate increased by 11 basis points and is now back above 13%.  

 The retail delinquency rate fell 14 basis points to 8.03% and remains the best performing major property 
type. 

Auction: The Aerospace Building 

 

Roadblocks to MPG Office Trust Property Sales Cleared 
MPG Office Trust Inc. founder Robert F. Maguire III has redeemed 4 million shares of the company's operating 
partnership units. 
 
The redemption of these units and subsequent issuance of the common stock in the Los Angeles-based REIT to 
a party not related to Maguire ends all tax protection in favor of him and related entities on five buildings in the 
company's portfolio. The buildings are as follows. 

http://bit.ly/TzFX7195
http://bit.ly/TzFX7195
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 Gas Company Tower 

 US Bank Tower 

 KPMG Tower 

 Wells Fargo Tower 

 Plaza Las Fuentes 
 
CMBS, Nomura analysts led by Lea Overby said the announcement could have the most impact on the 
performance of Gas Company Tower and it increases the likelihood that MPG sells or defaults on this asset. 
 
The Gas Company Tower secures a $458 million loan split into two CMBS deals. The U.S. Bank Tower secures 
three CMBS notes; and the Wells Fargo Tower is securitized in one CMBS deal. 
 
Wells Fargo Securities reported that Morrison & Foerster is expected to leave the Gas Company Tower when the 
firm's lease expires in September 2013. 
 
At the U.S. Bank Tower, existing tenant Jenner & Block expanded its footprint by 11,266 square feet. 
 
The lease to Wells Fargo at the Wells Fargo Tower expires in February 2013. 
 
On July 26, the company further disclosed that its tax indemnification with Robert F. Maguire III will expire on 
June 27, 2013. The tax agreement covers the Gas Company Tower (JPMCC 2006- LDP8, WBCMT 2006-C28), 
US Bank Tower (GCCFC 03-C2, MSC 04-T14), KPMG Tower (not securitized), Wells Fargo Tower (GSMS 
2007-GG10) and Plaza Las Fuentes (not securitized). 
 
Wells Fargo Securities analysts noted that the company's existing strategy has been asset dispositions through 
consensual foreclosure and surrenders through deed in lieu. But added, could not say whether the redemption of 
the tax agreements would result in a sale. 

Loans and Properties Under Surveillance 

 

http://bit.ly/t0dxKa
http://bit.ly/t0dxKa
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Watch List: Latest Large Specially Serviced Loans 

Property City, State 
Property 
Type Cur. Bal. 

CMBS; Special 
Servicer 

Reason for 
Transfer 

Maryland 
Multifamily Portfolio Various, MD Multifamily $340,000,000 

GSMS 2006-GG6 & 
GCCFC 2005-GG5; 
LNR Partners 

Imminent maturity 
default 

450 Lexington 
Avenue New York, NY Office $310,000,000 

CSMC 2008-C1 & 
CSMC 2007-C5; C-
III Asset 
Management Maturity default 

Whitehall/Starwood 
Golf Portfolio Various Other $199,420,213 

COMM 2005-FL11; 
GE Capital Realty 
Group Maturity default 

DRA - CRT Portfolio 
II Various, FL, TN Office $136,861,863 

JPMCC 2005-LDP5; 
CWCapital Asset 
Management 

Imminent maturity 
default 

Algonquin 
Commons Phase I & 
II Algonquin, IL Retail $90,247,671 

TIAA 2007-C4; C-III 
Asset Management Imminent default 

Sofitel Chicago 
Water Tower Chicago, IL Hotel $75,000,000 

JPMC 2007-FL1; 
Situs Asset 
Management Maturity default 

Logan Hotel 
Portfolio Various Hotel $70,300,000 

BSCMS 2007-
PWR17; C-III Asset 
Management 

Imminent maturity 
default 

7000 Central Park Atlanta, GA Office $65,000,000 

JPMCC 2007-
LDP12; C-III Asset 
Management 

Imminent maturity 
default 

Sealy C Pool Various, LA, TX Industrial $52,758,255 

WBCMT 2007-C30; 
CWCapital Asset 
Management Imminent default 

Addison Corporate 
Center Windsor, CT Office $52,757,296 

CWCI 2006-C1; 
CWCapital Asset 
Management Imminent default 

IAC - Oregon 
Industrial Portfolio Various, OR Industrial $35,000,000 

CGCMT 2007-C6; 
CWCapital Asset 
Management 

Imminent maturity 
default 

Blockbuster 
Warehouse McKinney, TX Industrial $25,435,583 

CSMC 2007-C1; 
LNR Partners Imminent default 

VDR Retail Portfolio Various, IL Retail $20,980,758 

CGCMT 2007-C6; 
CWCapital Asset 
Management Imminent default 

Creekside Business 
Park Longmont, CO Office $20,525,783 

CSMC 2006-C1; 
Situs Asset 
Management Imminent default 

Soleil Apartments 
Ponte Vedra Beach, 
FL Multifamily $20,000,000 

GCCFC 2007-GG11; 
LNR Partners Maturity default 

Two New Funds Targeting the Mid-Atlantic 
Federal Capital Partners closed on FCP Realty Fund II LP, a $529.2 million fund targeting multifamily, office, 
retail and industrial opportunities throughout the Mid-Atlantic region. While Continental Realty Corp., a full-
service commercial and multifamily real estate company, has formed CRC Fund III LP, as well as the closing of 
$78.6 million in private equity funds. 
 
The Chevy Chase, MD-based fund, when fully invested, is expected to accommodate $1.5 billion of total 
investments. Fund II has already closed 14 investments utilizing $103.0 million of fund equity and representing 
value of $367.0 million. 
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"FCP is extremely pleased with the response to the Fund II offering, which was over-subscribed in a challenging 
economic and fund raising climate," said FCP managing partner, Esko Korhonen. "Since closing our initial fund 
in 2008, FCP has closed more than 30 transactions, representing a range of investments from structured loans 
and equity investments to the purchase of a public company, with an aggregate value in excess of $1.6 billion, 
bringing total assets under management for FCP to $2.4 billion." 
 
For Continental Realty Corp., CRC Fund III represents the third fund established by the Baltimore-headquartered 
firm that owns and manages real estate assets throughout the Mid-Atlantic and Southeast marketplaces. CRC 
Fund III is focused on buying value add multifamily and retail properties or notes on properties in the Mid-Atlantic 
and Southeast. 
 
"We have experienced a tremendous response to this value add real estate fund from a variety of investors , and 
our priority remains the strengthening of these investor relationships to continue earning their confidence and 
trust," said J.M. Schapiro, CEO of Continental Realty. "Coupled with our on-going fund-raising efforts, our 
acquisition team has examined hundreds of buying opportunities throughout the Mid-Atlantic and Southeast 
regions. While we have already purchased three properties for the fund we are continuing to use all of our 
relationships to identify and secure multifamily and retail properties that match the value-add characteristics of 
this investment fund," he added. 
 
CRC Fund III has acquired two retail shopping centers in Florida and one apartment community in Virginia in 
2011. 

Brookfield Acquiring Verde Realty in $366 Mil. Merger 
Brookfield Property Group, Hillwood Development Company LLC and Verde Realty, a Houston-based industrial 
property REIT, have agreed to a merger. Brookfield will provide Verde shareholders with a price of $12.85 per 
share and a total equity transaction value of up to $366 million. 
 
At closing, a subsidiary of Brookfield will merge into Verde Realty, with Verde as the surviving entity. Hillwood will 
be an investor in Verde. 
 
"This merger transaction with Brookfield ensures that Verde is well-positioned to benefit from renewed demand 
for industrial space which will increase as the economy continues to show signs of improvement" said Ronald 
Blankenship, chairman and CEO of Verde. 
 
As investment opportunities arise, Brookfield has agreed to negotiate in good faith to provide additional capital to 
Verde in the form of a backstop for rights offerings of up to $200 million. 
 
Verde's existing operating portfolio is composed primarily of industrial distribution facilities in the Southwestern 
United States, California, suburban Chicago, Maryland, Utah and northern Mexico. 

Almanac Pumping $150 Mil. into Multifamily Acquisitions 
Almanac Realty Investors has committed to invest up to $150 million in NRES Holdings LLC. 
 
NRES in Leawood, KS, has consolidated operations and will expand the existing multifamily business of Nolan 
Real Estate Service, Inc. and its affiliates, including KC Venture Group, LLC. 
 
Since 1994, NRES principals Ronald Nolan and Paul Fingersh have invested more than $660 million in 51 
multifamily properties, representing more than 12,000 units. The contributed portfolio to form NRES includes 22 
properties with a total of 5,073 units. 
 
Almanac, based in New York City, manages a series of investment funds and is a leading provider of growth 
capital to public and private real estate companies. 
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NRES will use the capital from Almanac to grow its portfolio of multifamily properties and to expand its property 
management platform. NRES will seek to invest in predominately market-rate Class A and Class B properties 
that have value-add characteristics and are located in infill markets in selected Midwest and Southwest markets 
with favorable demographics. 

Jumping the Shark 

Is It Time to Pass on Core Investment Strategies in Gateway Markets? 
By Michael Hakim () 
Ever since the recovery began a little more than 
three years ago, assets in core markets have 
benefited from immense amounts of capital 
inflows. 
 
Pricing for preeminent buildings in these markets 
is at or near prerecession levels. Therefore, total 
returns have been relatively robust since the 
recovery began (see Exhibit 1). 
 
Risk-averse investors have flocked to these 
markets in search of steadfast returns—and they 
are willing and able to pay the high premiums 
necessary in order to own in these markets. 
 
Since this has forced many investors out of the 
competition for these prime assets, many will 
have to go elsewhere for yields. As they do so, 
capital inflows are increasing in secondary and 
tertiary markets throughout the U.S. 
  
This raises the question of whether there are other 
benefits from shifting capital and portfolio allocation 
strategies into secondary and tertiary markets. 
 
Exhibit 2 shows that the added value of moving into 
secondary markets is not trivial.  One could not only 
lower portfolio risk, but also raise returns by as 
much as 180 basis points.  
 
Given the aggressive pricing in core, gateway 
markets, we should begin to see many investors 
congregating in secondary markets in search of 
yields greater than the low-to-mid-4% range now 
commonplace in many of the "Sexy Six" markets. 

RER Equities Purchases $33 Million Portfolio of CRE Loans 
RER Equities Inc., a private investment firm specializing in buying distressed real estate debt and 
underperforming properties, acquired 51 performing, sub-performing and non-performing notes secured by 
various commercial real estate and related assets. The seller was Coral Gables, Florida-based EuroBank, a 
subsidiary of Banco do Brasil SA. 
 
The aggregate unpaid balance of the notes totals $33.4 million. The notes are secured by real estate assets in 
Dade, Broward and Palm Beach counties. 
 

mailto:mhakim@pprglobal.com?subject=Jumping%20the%20Shark
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The negotiated all-cash transaction was completed in thirty days, from confidentiality agreement execution to 
closing. This transaction is the firm's second Florida loan acquisition this quarter. 
 
"With the South Florida real estate market starting to turn, we felt this was the appropriate time to pursue assets 
from banks that are prepared to resolve their distressed portfolios," said Christopher Kallivokas, chairman of 
RER Equities. 
 
RER is actively pursuing other bank portfolios in Florida. Kallivokas added. 

Are Farmland Prices in a Bubble? 

 

Banks Begin a New Round of Layoffs in Corporate Banking, Securities 
Deutsche Bank has identified cost savings of approximately $3.7 billion that will include changes to its business 
and revenue model as well as implementing a "re-engineering program" of operations. 
 
The plan calls for Deutsche Bank to reduce headcount predominantly outside of Germany by 1,900 positions, 
including 1,500 positions in corporate banking & securities and related infrastructure areas. 
 
Measures will also include a review its compensation practices, in order to address both the absolute level of 
compensation and the relative balance between rewards for shareholders and those for employees. 
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In addition, the bank is reviewing its codes of personal conduct to ensure that they are in line with its long 
tradition of doing business to the highest standards. 
 
Other banks also identified jobs cuts this past week, including: 
 
Credit Suisse Securities (USA) is laying off 138 employees at its office at One and Eleven Madison Ave. in New 
York; 
HSBC is closing its office at 330 Madison Ave. in New York letting go 98workers; and 
PNC Financial Services laying off 88 people at is closing its call center at 2121 S. Mannheim Road in 
Westchester, IL, letting go 88 workers next week. 

Comair Ceasing Operations 
Delta Air Lines' subsidiary, Comair Inc. will cease operations after Sept. 29, 2012. The airline operates out of the 
Cincinnati-Northern Kentucky International Airport and leases 21,000 square feet from ProLogis as 1107 - 1133 
Aviation Blvd. in Hebron, KY. 
 
"While regional flying has and will remain a key component of Delta's network, customer expectations and the 
unit costs of regional flying have evolved. In response, Delta recently announced its plans to reduce the total 
number of regional jets in its network while adding more mainline flying," said Don Bornhorst, senior vice 
president of Delta Connection, in a memo to employees. 
 
"This includes reducing the number of 50-seat regional jets from nearly 350 aircraft to 125 or fewer in the 
upcoming years," Bornhorst said. "As a result of this reduction and changes to its customer-focused business 
strategy, Delta has made the difficult decision to cease Comair's operations." 

Closures & Layoffs: Day Timers Times Out of East Texas, PA 

Company Address City State 
Closure 
or Layoff 

No. of 
Workers 
Impacted Impact Date 

Sony Music 
Holdings 5152 Columbia Drive Carrollton GA Layoff 127 9/11/2012 

Carlisle 
Waterproofing 1051 Calhoun Falls Highway Elberton GA Layoff 30 9/19/2012 

Meda 
Pharmaceuticals 200 Cobb Pkwy N, Suite 428 Marietta GA Layoff 22 9/2/2012 

The Atlanta 
Journal-
Constitution/Cox 
Enterprises not provided Roswell GA Layoff 110 9/10/2012 

Cision U.S. 322 S. Michigan Ave. Chicago IL Closure 52 9/28/2012 

Stock Yards 
Packing Co. 340 N. Oakley Blvd. Chicago IL Closure 95 9/7/2012 

G&D Integrated Multiple Decatur Sites Decatur IL Layoff  535 Not Provided  

Lawson Products 1666 E. Touhy Ave. Des Plaines IL Closure 63 8/17/2012 

SVT LLC 7580 Barrington Ave. 
Hanover 
Park IL Closure 111 8/9/2012 

North Central 
Behavioral Health 
Systems 4100 Veterans Parkway McHenry IL Closure 57 Immediately 

Whole Foods 
Market 1331 N. Rand Road Palatine IL Closure 84 8/17/2012 

SVT LLC 2300 Illinois Route 59 Plainfield IL Closure 80 8/9/2012 

Cision U.S. 102 S. Madison St., 2nd Floor Rockford IL Closure 87 9/28/2012 

Colgan Air 737 Albany-Shaker Road Albany NY Closure 53 9/9/2012 
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AFA Foods Inc. 5151 Fairbank Road Ashville NY Closure 100 10/16/2012 

Slater's Great 
American 
Marketplace Route 32 & Main Street Cairo NY Closure 61 9/29/2012 

Cooper Lighting 100 Andrews Road Hicksville NY Layoff 26 Immediately 

Rural/Metro of 
Rochester Inc. 707 E. Main St. Rochester NY Closure 60 9/30/2012 

Fashion Bug Retail 
Cos. 450 Winks Lane Bensalem PA Closure 218 8/31/2012 

Specialty Hospital 
of Philadelphia 1500 Lansdowne Ave. Darby PA Closure 74 8/24/2012 

Day Timers One Willow Land East Texas PA Closure 288 9/1/2012 

Verizon Services 
Corp. 97 Gordon Drive Exton PA Layoff 98 8/21/2012 

Sykes Enterprises 800 Town Center Drive Langhorne PA Layoff 218 8/26/2012 

Whole Foods Market Growing Store Base 
Whole Foods Market Inc. opened a record nine new stores, including one relocation, in the last three months 
(the chains third quarter). In the fourth quarter, the company has opened one store and expects to open six 
additional stores, for a total of 25 new stores opened during the fiscal year. The company currently has 329 
stores totaling 12.5 million square feet. 
 
The Austin-based company recently signed 12 new leases averaging 37,700 square feet in size in Palm Desert, 
CA; Pompano Beach, FL; Park Ridge, IL; Wichita, KS; Boston, MA; Columbia, MD; Kansas City, MO; Lincoln, 
NE; Parsippany, NJ; Wynnewood, PA; Dallas, TX; and Houston, TX. These stores currently are scheduled to 
open in fiscal year 2014 and beyond. 
 
Over the long term, Whole Foods Market said its considers 1,000 stores to be a reasonable indication of its 
market opportunity in the United States. It currently has just 329 stores mostly in the United States, but some 
also in Canada, and the United Kingdom. 


