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CRE Investors and Apts. Remain Bankers' Favorites 
Commercial real estate lending among banks during the second quarter continued to provide good news and 
bad news for CRE borrowers.  
 
Overall, lending for investment and multifamily properties continued to increase modestly with multifamily lending 
up more than 1.6%, outpacing the year-over-year growth of slightly more than 4%. 
 
Nonresidential CRE investment lending also saw a modest increase during the second quarter of half a percent, 
although off the pace as compared to the year-over-year increase of slightly more than 9%. 
 
However, neither gains in investment or multifamily lending were enough to make up for the decline in 
construction and development lending, which was down 4.8% in the quarter and 20.8% year to year. Balances of 
real estate construction and development loans fell by $10.9 billion in the quarter while the balances on 
investment CRE and multifamily properties increased only $6.7 billion. 
 
As a result, overall CRE lending slipped four-tenths of a percent from the first quarter and down 3.4% from a year 
earlier, according to data CoStar Group collected and analyzed from FDIC for the nation's 7,522 operating banks 
and savings and loans. 
 
Also notable in the second quarter numbers is that small and large businesses that own their occupied properties 
faced a tougher borrowing environment. Bank lending for refinancing or buying owner-occupied CRE properties 
dropped four-tenths of a percent in the second quarter following three previous quarters of increases. 

MARK HESCHMEYER, EDITOR WWW.COSTAR.COM SEPTEMBER 6, 2012 
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Additionally, business loans to small business secured by nonresidential real estate were down 1% from the 
previous quarter and down 5% year over year. Banks had 185,642 fewer small business loans on their books at 
the end of the second quarter of this year compared to the same period last year. That amounted to $32.5 billion 
less in outstanding small business loans. 
 
According to the Federal Reserve Board's latest credit conditions survey (Beige Book), investor interest in CRE 
remains high, especially for multifamily rental properties, and interest rate spreads are lower than a year ago for 
comparable deals. 
 
Some bank lenders noted an increase in small-scale (less than $10 million) loan demand in recent months in the 
office and retail sectors. However, some said that they were beginning to see a few signs that investors were 
becoming less aggressive in pursuing CRE deals outside of multifamily. 
 
CRE asset quality indicators continued to improve for banks in the second quarter. The amount of total 
delinquent CRE loans and foreclosed properties fell significantly. The total amount dropped 12.26% from the first 
quarter and now stands at less than $100 billion. The total amount is down almost 28% from a year ago. 
 
Banks disposed of $1.74 billion in foreclosed properties in the second quarter with the largest percentage drop 
off coming from multifamily properties. Banks still held more than $25 billion in foreclosed CRE assets on their 
books, with more than $14 billion of that being construction and development properties. 

Your Partner for CMBS Restructure Success! 

 

http://bit.ly/KCNHk0
http://bit.ly/KCNHk0
http://bit.ly/KCNHk0
http://bit.ly/KCNHk0
http://bit.ly/yKKypm
http://bit.ly/wn9ECn
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Sales of Small Businesses See Slump in Q2 
Sales of small businesses declined 1.6% as of the second quarter of 2012 versus the same period last year, 
according to CoStar subsidiary BizBuySell.com. 
 
Year-to-date totals, however, remain on the rise suggesting that the small business transaction marketplace 
continues on its path of modest recovery. 
 
BizBuySell.com tracks trends in the sales of small businesses-for-sale and the latest data revealed a small bump 
in the road to what has been a steadily improving trend line in the business-for-sale marketplace. 
 
In total, 1,603 closed transactions were recorded, a 1.6% drop from the same quarter last year. Year-to-date 
totals, however, remain on the rise as the 3,332 businesses sold in the first half of 2012 exceed the number sold 
in the first two quarters of 2011 by 1.2%. 
 
"While we don't like to see a drop in reported small business transactions, our analysis suggests that this 
quarter's decline is a small hiccup in an otherwise consistent path to recovery," said Mike Handelsman, group 
general manager of BizBuySell.com and its sister company BizQuest.com. "Based on what we have heard from 
brokers, as well as our own experience, we are expecting a strong second half for 2012 that will continue the 
slow but steady improvement we've seen since small business sales activity began to strengthen in mid-2009." 

SMALL BUSINESSES HEALTH STILL IMPROVING 

Despite the small decline in transaction volumes in the second quarter 2012, other BizBuySell.com statistics 
suggest that small businesses are financially healthier now than they have been in the recent past. 
 
Business revenues and cash flows for small businesses listed on BizBuySell.com both improved year over year. 
Businesses sold on BizBuySell.com in the second quarter had median revenues of $360,000, up from $340,000 
a year earlier. The median annual cash flow for sold business in the second quarter was $86,508, an 
improvement from $85,000 a year ago. 
 
"The improving health of small businesses combined with more realistic asking prices set us up for a strong 
second half in 2012," Handelsman said. "With acquisition financing gradually becoming more accessible, we 
expect buyers to increasingly invest in the market's inventory of fundamentally sound and reasonably priced 
businesses throughout the second half of the year." 

High-End Hotel Investment Sales Getting Hot Again After Six-Month Lull 
By: Randyl Drummer 
After trading at a blistering pace last year, high-dollar hotel investment sales cooled off considerably in the first 
half of 2012. However, early third-quarter transaction activity suggests that lodging sales should finish the year 
on a strong note, according to CoStar sales data and comments from leading hospitality CEOs.  
 
Total volume of sold hotel transactions valued at $25 million and above was $2.5 billion in the first six months of 
2012 -- well below the strong $6.4 billion recorded in the first half of 2011, according to preliminary sales 
transactions analyzed by CoStar. Thanks to a handful of hotels that sold for top dollar, sales volume has already 
surpassed second-quarter 2012 and about equaled first-quarter figures just a month into the third quarter. The 
average price per key remained strong at around $233,500 at midyear.  
The uptick in sales in recent weeks come as the U.S. hotel industry heads into the Labor Day weekend, 
traditionally one of the busiest travel and vacation periods of the year, and reflects what lodging analysts say is 
the continuing and growing strength in fundamentals in spite of this year’s slow economic growth and fiscal 
uncertainty.  
 
In an updated lodging forecast released this week, PwC (PricewaterhouseCoopers) expects the recovery in 
revenue per available room (RevPAR) to continue through the end of the year, with slightly stronger gains in both 
demand and room pricing than previously anticipated.  
 

 

mailto:rdrummer@costar.com?subject=High-End%20Hotels
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Despite the slow 
economy, U.S. 
business and 
leisure travel 
continues to 
recover, including 
stepped-up 
corporate meetings 
and a greater 
number of 
international 
visitors, with hotels 
experiencing solid 
demand and room 
rent gains in the 
second quarter.  
 
Along with year-
over-year gains in 
group bookings in 
place for the 
balance of the year, 
these 
improvements have 
resulted in an 
expected RevPAR 
increase of 7.2% in 
2012 and 5.6% in 
2013. Overall, PwC 
expects lodging 
demand in 2012 to 
increase 3%, while 
the still-restrained 
supply of rooms will 
grow at just 0.5%, 
boosting occupancy levels to 61.5%, the highest since 2007.  

BUYERS, SELLERS GET OFF THE SIDELINES  

Such numbers are prompting sellers to get off the sidelines. Evident of the boost in third-quarter sales activity 
has been a pair of large sales in recent days of W branded hotels by Starwood Hotels and Resorts Worldwide, 
Inc. (NYSE: HOT).  
 
Annapolis, MD-based Chesapeake Lodging Trust last week acquired the W Chicago Lakeshore, a 520-room 
property at 644 N. Lakeshore Drive, from Starwood for $126 million, or $242,308 per room. Two days later, 
Starwood announced the sale of the 258-room W Los Angeles at 930 Hilgard Ave. in the Westwood submarket, 
to Pebblebrook Hotel Trust for $125 million. That's a whopping $484,500 per key.  
 
Also this week, a GE Capital affiliate sold the 472-room Sheraton Nashville in downtown for a reported $47.5 
million to private owner/developer JRK Hotel Group.  
 
The sales activity at the high end of the market mirrors especially strong fundamentals for luxury properties. 
While hotels across the spectrum are benefiting from the recovery, those in the higher-priced tiers are expected 
to see the strongest gains, according to PwC.  
 
Occupancy levels at hotels in the luxury, upper-upscale and upscale segments are expected to meet or exceed 
each segment's 2007 peak. Hotels in the lower-priced segments have not experienced as solid of a recovery in 
occupancy but are still expected to realize increased room rates as demand gradually strengthens.  
 

http://bit.ly/NSApk6
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"With occupancy surpassing recent prior peak levels in the luxury, upper upscale, and upscale segments, the 
lodging recovery is intact," said Scott D. Berman, principal and US industry leader, hospitality & leisure, PwC.  

STARWOOD PURSUES 'ASSET-LIGHT' STRATEGY  

Starwood has pursued an "asset-light" strategy in recent years, opting to focus on fee income from hotel 
operations and management. During a recent call with investors, the company laid out plans to unlock $4 billion 
to $5 billion in cash by selling its hotels and Bal Harbour condominium residences.  
 
The majority of that cash will come from eliminating most of Starwood’s owned hotel portfolio, said Frits van 
Paasschen, CEO, president and director.  
 
"We'll continue to bring our own hotels to market, either one at a time or all at once, depending on demand," van 
Paasschen said. "It's important also to note that after generating all that cash, we're left with a global high-end 
fee business, which is an investor's dream as the business model.  
 
"The fee business is built on long-term contracts, low variable costs, but absent the capital needs and volatility of 
owned real estate."  
 
Compared with three to six months ago, "We have more [properties] on the market and we're having more 
discussions than we were prior to that. And that reflects a greater confidence among buyers and presumably 
some better financing conditions among buyers than we've seen for some time," van Paasschen said.  
 
While Starwood may be poised to sell more hotels, it could pull back if the company doesn’t feel it’s getting the 
appropriate price for the asset, he said.  

STRONG SECOND HALF OF YEAR EXPECTED  

Jon Bortz, chairman, president and CEO of Pebblebrook Hotel Trust (NYSE: PEB), one of the most active hotel 
buyers in recent years, predicts stronger overall investment activity in the second half of 2012.  
 
"I think what we can say is that the activity level in the second half for the industry and hopefully for us will be 
significantly higher than it was in the first half," Bortz said in an investor call. "We've seen a very positive 
momentum in the number and quality of assets in the major gateway markets that we have an interest in, and we 
believe that we will continue to get at least our share in both on-market and off-market transactions."  
 
"Right now we continue to be excited about making acquisitions. We think it's still very early in the recovery. We 
think in almost all markets except for select service in a couple of major cities, we are a long way from 
replacement cost, and capital availability for new construction, particularly in urban markets outside of New York, 
is very, very limited."  
 
Earlier in the year, there was an anticipation that the second half of 2012 would be somewhat like the first half of 
2011’s very high level of activity, noted W. Edward Walter, CEO and president of Host Hotels & Resorts.  
 
"I'd say expectations have moderated a bit. But clearly, we're seeing more activity, more opportunity right now 
than we did in the beginning of the year, and I think that doesn't surprise me in some ways. I think conditions are 
better," Walter said.  
 
"We certainly still are looking to be active," said Walter, adding he’s very confident Host will be a net acquirer of 
properties in the near term, depending on how asset pricing plays out.  
 
In the last buying cycle in 2006 and 2007, Host Hotels started to see pricing that "was so strong that under the 
assumptions under which we were comfortable underwriting assets, we started to find that we just weren't 
competitive as the buyer," Walter noted.  
 
"Not because we didn't have a low cost of capital, but I think others were just being very aggressive," Walter 
said. "We made a decision at that point that we were better off being a seller than a buyer. I clearly anticipate 
that we will find the same sort of dynamic happen at some point in this cycle.  
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"I don't see any real signs of it yet, so I suspect that even as we look at [2013] we would still be active on the 
acquisition front, but it's hard to predict beyond that right now."  
 
At least one other major chain doesn’t expect to see much acquisition activity in the next six months. Mark 
Hoplamazian, president and CEO of Hyatt Hotel Corp (NYSE: H), said the company is more focused on 
development and isn’t actively marketing any properties via third-party brokers. But Hyatt will likely sell "a 
property" before the end of the year, though it’s not likely to be a large transaction, Hoplamazian said. 

Auctions: Operating I-85 Hotel and Adjacent Development Site 

 

CMBS Delinquency Rate Recedes 
In a much-anticipated event, the rising wave of delinquencies among U.S. CMBS loans finally broke as the 
delinquency rate for U.S. commercial real estate loans in CMBS receded 21 basis points to 10.13% in August, 
according to Trepp LLC. 
This decrease occurred after five consecutive months in which the rate increased, including three months that 
set all-time records. This was the largest one-month drop since November 2011. 
 
"Over the last few months, we predicted that the Trepp CMBS delinquency rate would hit a high point in the early 
to mid-summer and then decelerate in the second half of the year," Trepp reported. "That prognostication came 
to fruition this month when the delinquency rate fell sharply." 
 
The improvement in the rate was primarily driven by two factors. First, loan resolutions remained elevated. 
Almost $1.5 billion in loans were resolved in August with losses. The removal of these loans from the delinquent 
loan category accounted for about 26 basis points of downward pressure on the delinquency rate. 

http://bit.ly/RmiFOx
http://bit.ly/RmiFOx
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The other factor that contributed was that most of the 2007 securitized loans have now passed their maturity 
date. The upward pressure that these loans were putting on the delinquency rate when they could not be 
refinanced upon maturity is now largely gone. 
 
Among the major property types, the apartment, lodging and office segments all improved. 
 
The laggards were industrial and retail loans, with their rates drifting higher in August. 

THE NUMBERS: 

 The overall U.S. CMBS delinquency rate fell to 10.13%--down 21 basis points in August. 

 The percentage of loans 30+days delinquent or in foreclosure: August '12: 10.13% July '12: 10.34% 
June '12: 10.16%. 

 The percentage of loans seriously delinquent (60+ days delinquent, in foreclosure, REO or non-
performing balloons) is now 9.57%, down 23 basis points for the month. 

 There are currently $57.8 billion delinquent loans. This number excludes loans that are past their balloon 
date but are current in their interest payments. 

Loans and Properties Under Surveillance 

 

As Tech Office Boom Rolls Into Third Year, 

Can Growth Maintain Impressive Pace? 
After two years of job growth and strong revenues in the high-tech sector fueling equally strong growth in rental 
rates and declining vacancies in tech-oriented office markets across the U.S., the question some investors are 
asking is, can it last? 
 

http://bit.ly/t0dxKa
http://bit.ly/t0dxKa
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The tech sector has been a consistent bright spot in the economy even before the recession ended. Between 
2009 and mid-2012, high-tech service jobs in the U.S. grew by 9.9%, while non-farm jobs grew by 1.7%, 
according to a new report (Tech-Twenty Office Markets) released by CBRE Global Research and Consulting. 
The strong job growth was most evident in the San Francisco, New York City and Silicon Valley office markets. 
 
Equally far reaching, were the impacts felt in the office submarkets where tech firms dominate. Fifteen of the top 
20 tech-oriented office submarkets across the U.S. saw office rents increase in the past two years. 
 
Rental growth was strongest in Silicon Valley's Mountain View submarket, with 83% growth, followed by San 
Francisco's SOMA submarket, at 59%; Boston's East Cambridge submarket, at 28%; and New York City's 
Midtown South, at 24%, according to CBRE, which says the high-performing tech markets offsets slower rates of 
growth seen in other office-using sectors. 
 
"The strengths of these tech-centric office submarkets, with strong rental rate growth and declining vacancies, 
are major factors supporting the overall office market recovery," said Colin Yasukochi, CBRE's director of 
research and analysis. "With the high-tech economy growing nearly six times faster than the national average, 
we expect that these submarkets will continue to outperform, helping to counterbalance tepid job growth in other 
sectors and the uncertain economic environment." 
 
In its report, CBRE said the high-tech growth cycle is still in early stages with further growth and business cycles 
ahead. Both consumers and venture capitalists have responded by focusing spending and funding on key high-
tech areas that should fuel further growth. 
 
Nonetheless, some economic worries have surfaced regarding high tech as an office market driver. 

WHERE WOULD TECH BE WITHOUT APPLE? 

Looking at revenue data from some of the San Jose metro (Silicon Valley) market's most established companies, 
there is an encouraging trend: Overall revenue growth continues to clock in at new heights, according to Adrian 
Ponsen, senior real estate economist for CoStar Group, who reported on the phenomenon earlier this past in a 
client exclusive PPR Daily Update. This is largely what is currently driving local job growth and office absorption, 
well in excess of what was seen during the housing boom years. 
"Upon closer examination, however, revenue growth is a bit more one-sided than it looks," Ponsen noted. "Take 
Apple out of the mix and the trend looks very different. Revenue growth has leveled off since mid-2010 and first 
quarter 2012 earnings were underwhelming." 
 
One of Apple's current advantages is that its sales are tied more directly to the consumer (think smartphones, 
tablets, etc.) and less tied to businesses, whose spending on IT infrastructure has cooled off since 2010. 
 
"Apple stands to benefit tremendously for selling its high-end devices to the growing middle class in emerging 
markets," Ponsen said. "But to understand whether leasing in Silicon Valley will remain on fire in the short term, 
you just need to ask yourself this question: Are you and your friends going to keep buying up Apple devices the 
way you did during the past two years?" 
 
CRE services firm Jones Lang LaSalle also noted some downside risks in its most recent high technology 
industry outlook this month. 
 
"Less-than-stellar earnings results and a slowdown in industry job growth will likely translate into tempered 
demand," Jones Lang LaSalle reported. "The pipeline of active requirements indicates that several million square 
feet of gross absorption is ahead for the industry, but with many large deals already completed in the last 12 
months, the tech industry may be approaching its peak." 
 
"Although slowing, high-tech services employment growth continues to outpace office-using sectors and total 
nonfarm employment, tech firms are competing for the best talent, offering generous incentive packages to 
engineers, programmers and marketing personnel. Likewise, venture capital continues to flow to start-ups as one 
of the most highly funded sectors, but remains measured at levels 70% below peak funding totals seen in the 
early 2000s," JLL noted. 
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"While many factors point toward continued expansion, recent lackluster IPO activity has Wall Street raising 
questions about long-term performance, especially on the heels of recent financial releases that have missed 
investor expectations. The industry may be approaching its peak, but should continue to fuel the economic fire 
through the remainder of the recovery cycle," JLL noted. 

2012 A Repeat of 2011? Not Exactly. KPMG Survey Finds It's a Bit Worse 
Nearly two out of three (63%) commercial real estate executives surveyed by KPMG pushed back their 
expectations for a full U.S. economic recovery until 2014 or later. 
 
Survey respondents said the CRE market continues to make strides in the right direction despite a lackluster 
economy. However, a slower than expected rate of growth and pricing pressures will likely result in more firms 
seeking to increase efficiencies and reduce costs over the next year. 
 
Nearly half (46%) of the real estate executives surveyed expect to spend the majority of their time and energy 
over the next two years on increasing operational efficiencies and reducing costs versus other initiatives. 
 
"Expectations by commercial real estate executives for a modest but continuing sector recovery are closely 
aligned with their expectations for the U.S. economy as a whole," wrote Greg Williams, KPMG's national sector 
leader, building, construction & real estate in this year's annual survey. "This optimism is more subdued than last 
year's assessments, when a larger portion of respondents hoped for a robust or even full recovery within a year 
or two. In 2012, it appears the real estate industry recognizes the full extent of the downturn, and expectations 
have been adjusted accordingly." 
 
"Real estate executives in this year's survey report that their companies are undertaking a number of well-
considered and strategic initiatives to squeeze out unnecessary costs, improve efficiencies, and focus on organic 
growth to enhance their competitive posture," Williams wrote. "While increasing operational efficiencies and 
reducing costs will be a primary focus, there is also a tempered optimism exhibited by executives as industry 
fundamentals continue to slowly improve and bright spots emerge." 
 
One such bright spot will be in the area of multifamily development, which is expected to see a significant spike 
in activity in 2013. 
 
In addition, modest gains in hiring and revenue are expected to continue over the next year, further signaling 
positive momentum building within the industry, the survey found. 
 
Other key highlights from the CRE executive surveys include the following: 
 
The top three areas where executives plan to increase spending over the next year include technology (52%), 
business acquisition (37%), and employee compensation and training (32%). 
 
More than two-thirds (72%) of respondents said improving real estate fundamentals will be the biggest growth 
driver over the next one to three years, representing a 22 percentage point increase in this category as 
compared to last year's survey. 
 
Executives cite pricing pressures (35%), lack of customer demand (25%), access to and managing capital (24%), 
and regulatory and legislative pressures (21%) as the most significant barriers to growth. 
 
56% of real estate executives surveyed said their company's revenue has increased in the past year, while 67% 
anticipate continued revenue growth a year from now. 
 
47% of survey respondents reported adding U.S. employees in the last 12 months, and 58% expect to add more 
in the next year. Meanwhile, 23% noted that their company's U.S. headcount has already returned to 
prerecession levels. 
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Retail Properties of America Breaking Off from Inland Group 
In a letter sent to stockholders, Retail Properties of America Inc. (RPAI) laid out its plans to become an 
independent investment entity and continue moving away from its roots as a subsidiary of Oak Brook, IL-based 
Inland Group. 
 
Up until a few months ago when it was still known as Inland Western Retail Real Estate Trust Inc., Retail 
Properties of America informed shareholders of its strategic plan to grow the value of its asset portfolio, 
streamline its operating platform and strengthen its balance sheet. 
 
"We are writing to provide an update on the significant progress we have made to improve our portfolio, lower 
our risk profile, manage our costs and position RPAI for long-term value creation," the letter read. 
 
"RPAI continues to control costs and focus on corporate overhead. As part of this effort, we have worked hard to 
establish RPAI's independence from its previous sponsor, The Inland Group. We have undertaken a thorough 
review of our service agreements with Inland and its affiliates and we decided to terminate a majority of these 
arrangements." 
 
"These actions include moving into new office space apart from the Inland campus in the fourth quarter of 2012, 
resulting in a less expensive lease than our current lease. In addition, with a fully staffed team that can 
accommodate the influx of work and operations that we foresee in the future, RPAI can reduce the overhead 
associated with corporate marketing and capital markets activities." 
 
In its second quarter, RPAI signed 148 new and renewal leases and increased its retail occupancy rate to 
88.1%, an increase of 180 basis points year over year and 10 basis points sequentially. 
 
In addition, retail portfolio percent leased was 91%, up 230 basis points year-over-year, and 40 basis points 
sequentially, and we identified over 800,000 square feet of potential transactions in our robust leasing pipeline. 

Amazon.com's 11-Bldg Campus Put Up for Sale 
Vulcan Real Estate plans to sell its properties that house Amazon.com's global headquarters - a total of 11 
buildings and 1.8 million square feet in the heart of Seattle's burgeoning South Lake Union neighborhood. 
 
The Amazon.com campus is at the center of a newly revitalized neighborhood that is also home to global health 
organizations, multifamily residential developments, and a thriving retail and restaurant core that was once better 
known for warehouses and light industrial operations. 
 
Vulcan has chosen CBRE as the listing agent, with a team led by Kevin Shannon. 
 
"The Amazon corporate headquarters buildings represent exactly what core capital wants today: new product 
featuring durable, credit income streams in great CBD locations. Markets like South Lake Union in Seattle, South 
of Market in San Francisco and Silicon Beach in Santa Monica, command premium rents because of huge 
tenant demand," Shannon said. "Technology and corporate tenants love state of the art campuses in amenity 
rich, transit oriented environments like Amazon's because these locations allow them to attract and retain the 
best talent in the workforce." 
 
Vulcan has developed nearly 30 acres of land in South Lake Union and the company still owns an additional 30 
acres that it plans to redevelop. In addition, the company will still maintain a 3 million-square-foot portfolio in 
Seattle. 
 
Vulcan currently has two residential projects under construction, including Stack House, a 278-unit apartment 
complex in the South Lake Union neighborhood, and The Martin, a 188-unit apartment tower located in the north 
end of downtown Seattle. The company continues to invest in South Lake Union and elsewhere in Seattle as a 
primary component of its growth strategy. 
 



 

THE WATCH LIST NEWSLETTER 11 

 

Vulcan Real Estate directs all real estate strategies for Vulcan Inc., a Microsoft co-founder Paul G. Allen 
company. 
 
REIT investors have been showing an interest in Amazon.com occupied properties. 
Building Two of the Fowler Distribution Center at 800 N. 75th Ave. in Phoenix sold this past month to an affiliate 
of Industrial Income Trust for $90.29 million, or about $71 per square foot. The seller was the Buzz Oats Group 
of Cos. 
 
This 1.3 million-square-foot distribution building was built in 2009 and is fully occupied by Amazon.com on a 10-
year, triple-net lease that commenced in the fourth quarter of 2011. 
 
The property was never on the market. Industrial Income Trust, which has purchased other properties occupied 
by Amazon, approached the owner. 

Watch List: Malls Dominate Distressed CMBS Loans This Week 
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. 

 
While malls dominate this week's Watch List chart, the big distressed CMBS news of the week was that a 
portfolio secured by 19 assets consisting of 43 buildings moved into special servicing. 
 
Known as the DRA/Colonial Portfolio, it totals 5.2 million square feet of office and retail space across  six 
markets including Atlanta, Tampa, Austin, Birmingham, Charlotte, and Orlando. 
 
Occupancy has  declined to 80.6% as of June 2012 from 93.6% at underwriting and significant rollover is 
expected over  the next few years, according to Fitch Ratings. A decline in market rental rates has also 
contributed to the decline in cashflow as leases are renewed or replaced. 
 

Property Address 
Property 
Type Cur. Loan Bal. 

CMBS; 
Special 
Servicer Comment 

Lakeforest Mall 
701 Russell Ave., 
Gaithersburg, MD Retail 

$117,343,230 
(A note); 

$19,387,564 
(B note) 

BS 2005-
TOP20; C-III 
Asset 
Management 

Bloomberg reported that SPG 
sold the mall to Five Mile 
Capital Partners for apprx 
$100 mil. 

Hanover Mall 
1775 Washington St., 
Hanover, MD Retail $85,141,240 

JPM 2005-
LDP5; 
CWCapital 
Asset 
Management 

As of 5/31/12, inline space is 
76% permanently lease. 
Construction underway on a 
new junior anchor set to open 
late this fall. 

1900 Market 
Street 

1900 Market St., 
Philadelphia, PA Office $62,904,579 

CS 2006-C3; 
C-III Asset 
Management 

Trigild recently appointed 
receiver. 

Park Avenue 
Apartments 

255-275 Park Ave., 
Brooklyn, NY 

Mixed 
Use $47,000,000 

BS 2007-
PWR18; C-III 
Asset 
Management 

Transferred to special 
servicing this week. 

Macomb Mall 
32233 Gratiot Ave., 
Roseville, MI Retail $41,693,754 

CSFB 2001-
CKN5; 
CWCapital 
Asset 
Management 

Transferred to special 
servicing in Sept. 2009; will be 
marketed for sale along with 
Lakeview and Bay City malls. 

Lakeview 
Square Mall 

5775 Beckley Road, 
Battle Creek, MI Retail $40,297,947 

COMM 2006-
C7; 
CWCapital 
Asset 
Management 

Transferred to special 
servicing 8/16/12 due to 
imminent default; will be 
marketed for sale along with 
Bay City and Macomb malls. 
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Property Address 
Property 
Type Cur. Loan Bal. 

CMBS; 
Special 
Servicer Comment 

Eola Park 
Center 

200 E. Robinson St., 
Orlando, FL Office $27,650,000 

GC 2007-
GG11; LNR 
Partners 

Transferred to special 
servicing this week for 
imminent default. 

Bay City Mall 
4101 E. Wilder Road, 
Bay City, MI Retail $22,966,808 

Wach 2004-
C11; 
CWCapital 
Asset 
Management 

Will be marketed for sale along 
with Lakeview and Macomb 
malls. 

Shoppes at 
Jupiter 

201 N. US Hwy 1, 
Jupiter, FL Retail $29,716,73 

JPM 2006-
LDP7; LNR 
Partners 

Transferred to special 
servicing this week for 
imminent default. 

Gyrodyne REIT Puts Itself Up for Sale 
Gyrodyne Company of America Inc. has engaged Rothschild Inc. as its financial advisor to advise the company 
with respect to maximizing shareholder value through one or more potential cash distributions and/or through a 
potential sale, merger or other strategic combination. 
 
The St. James, NY-based REIT manages a diversified portfolio of real estate properties comprising office, 
industrial and service-oriented properties primarily in the New York metropolitan area. Gyrodyne owns a 68 acre 
site 50 miles east of New York City on the north shore of Long Island, which includes industrial and office 
buildings and undeveloped property which is the subject of development plans. Gyrodyne also owns medical 
office buildings in Port Jefferson Station, NY, Cortlandt Manor, NY, and Fairfax, VA. Gyrodyne is also a limited 
partner in the Callery Judge Grove LP, which owns a 3,700 plus acre property in Palm Beach County, FL, also 
the subject of development plans. 
 
Gyrodyne company also announced that its Chief Financial Officer, Gary Fitlin, was appointed as interim 
president and CEO, effective immediately, while the company continues its search for a replacement for Stephen 
V. Maroney, its former CEO and president who resigned last month. 

Switzerland-based Crédit des Alpes Buys Miami Brokerage Firm 
International investment banking group Crédit des Alpes has significantly expanded its client offering in the 
United States after acquiring an interest in Parinvest Group, one of the leading real estate broker and asset 
managers in Miami. 
 
The acquisition will provide an the Switzerland-based firm an opportunity to invest in the U.S. real estate market, 
in particular for the Group's growing Latin American client base. 
 
"Certain areas of the U.S. real estate market are, and will continue to be, safe and sound investments, providing 
significant prospects for capital gains. We have seen a strong increase in interest from our Latin American client 
base and we expect this trend to continue," said Crédit des Alpes Chairman Fabrizio Cerina. 
 
The new company, Parinvest Asset Management, Inc. will provide residential and commercial property sales and 
asset management services mainly to foreign investors in Los Angeles, Miami and New York. 
 
Since 2007, the combined management team of Crédit des Alpes and Parinvest Group has led numerous 
property transactions advising clients on the purchase of properties and hotel suites in Miami and Miami Beach. 
 
Parinvest Group was founded in 2003 by Christian Parth and is one of the leading real estate broker and asset 
managers in South Florida. One of its core activities is providing services to prominent families mainly from 
Central and South America and Europe. 
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LIG Assets Prepares New REIT Offering 
LIG Assets Inc., a multi-faceted company focused on real estate and technology, is moving forwards with plans 
to convert to a real estate investment trust. 
 
Dallas-based LIG Assets said it has identified the multifamily, single family, and commercial properties that would 
initially comprise the portfolio. 
 
LIG Assets said will identify those properties in a registration it expects to file with the U.S. Securities & 
Exchange Commission in the near future. 
 
Earlier last month, the company closed on the acquisition of a 5,000-square-foot single story office building that 
is 100% leased and seven residential properties that have all been recently refurbished, leased, and now 
occupied. The total purchase price for these transactions was $1,025,000 and the cap rate for the residential 
properties is over 10%. 
 
LIG Assets is currently negotiating the purchase of income producing properties to expand its overall portfolio 
many times. 
 
"We now see many fantastic opportunities in the Texas real estate market and plan to take advantage of low 
relative prices with strong returns," said LIG Assets CEO Jeff Love. "We maintain very good banking and lending 
relationships that have afforded us the chance to capitalize on these opportunities." 

Citizens First National Needs a Lifeline 
Citizens First National Bank, a wholly owned subsidiary of Princeton National Bancorp Inc. in Princeton, IL, 
received a notification from the Office of the comptroller of the Currency confirming that the bank has become 
"critically undercapitalized." 
 
For the quarter ended June 30, 2012, the bank reported that its tangible equity to total assets ratio as of the end 
of the quarter was 1.92%. 
 
As a result of it being "critically undercapitalized" the bank must to submit a capital restoration plan acceptable to 
the OCC. The bank must also get OCC approval for any new investment, expansion, acquisition, sale of assets, 
or extending any credit for any highly leveraged transactions. The bank also remains subject to regulatory 
restrictions prohibiting the acceptance, renewal or rolling over of brokered deposits. 
 
Citizens First National Bank has 90 days to raise sufficient capital, merge with another financial institution or face 
being placed into conservatorship or receivership, the bank holding company said in a regulatory filing. 
 
The bank and its parent are evaluating strategic alternatives. 
 
The bank reported $958 million in assets at the end of the quarter. Of those assets, $69 million was listed as 
delinquent or foreclosed commercial real estate loans and properties. 

Bakers Footwear Reducing its Retail Footprint 
Bakers Footwear Group Inc. is planning to sell or close up to one-third of its 225 stores across the country. 
 
The St. Louis, MO-based retailer plans to sell and assign leases and certain other assets for up to 52 stores to 
Aldo U.S. Inc. for up to $6.375 million in cash. 
 
In addition, Bakers Footwear said it also intends to close an additional 20 to 25 stores through the expiration of 
leases and agreements with landlords. 
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The company plans to liquidate the inventory at the affected stores this fall, potentially raising an additional $6 
million to $8 million in cash between October 2012 and June 2013. 
 
The closures could also result in the layoff of up to one-third of the company's total workforce, depending on the 
number of stores closed, with the majority coming from store employees and certain headquarters personnel, 
including certain executive officers of the company. The company anticipates potentially up to $7 million in 
annual savings once the reductions are fully implemented. 

Lexmark Erasing Its Inkjet Business 
Lexmark International Inc. plans to exit its development and manufacturing of its remaining inkjet hardware, 
resulting in the elimination of 1,700 positions worldwide, including 1,100 manufacturing positions. 
 
The Lexington, KY-based firm expects to save up to of $95 million in savings once the plan is fully implemented. 
 
The actions include closing the Cebu, Philippines, inkjet supplies manufacturing facility by the end of 2015. The 
actions also include eliminating inkjet development worldwide, including costs related to facilities, tooling, 
equipment, contract termination, and scrapping in process inventory, which are expected to be principally 
complete by the end of 2013. 
 
The company is working with its strategic advisors to explore the sale of the company's inkjet-related technology. 
 

Closures & Layoffs: 17 Illinois, Texas Corporate Downsizings 

Company Address City State 

Closure 
or 
Layoff 

No. of 
Workers 
Impacted 

Impact 
Date 

DPI Specialty Foods-
Midwest 600 E. Brook Drive 

Arlington 
Heights IL Closure 109 9/15/2012 

Bon-Ton Stores River Oaks Mall 
Calumet 
City IL Closure 75 1/1/2013 

Midwest Generation 
1111 W. Cermak Road; 3501 S. 
Pulaski Road Chicago IL Closure 210 9/1/2012 

Integrated Airline 
Services 11301 Irving Park Road 

Franklin 
Park IL Closure 54 8/31/2012 

Honeywell Metropolis 
Works 2768 N. US 45 Road Metropolis IL Layoff 228 9/21/2012 

Comcast 2001 York Road Oakbrook IL Layoff 78 10/1/2012 

Comcast 8101 W.183rd St. Tinley Park IL Layoff 106 10/1/2012 

U.S. Messenger & 
Logistics 7790 Quincy St. Willowbrook IL Closure 52 9/29/2012 

Mueller Industries Inc. 2104 Beltline Road West Carrollton TX Closure 117 10/8/2012 

Jack in the Box Inc. 
4721 Mountain Creek Pkwy, 
Bldg A Dallas TX Layoff 70 10/15/2012 

Motorola 5300 Westport Pkwy Ft. Worth TX Layoff 57 Immediately 

Sears Holdings Corp. - 
Product Rebuild Center 3845 Grader St., Suite A Garland TX Closure 51 10/1/2012 

Devcon Security 
Services Corp. 8650 Freeport Pkwy, Suite 130 Irving TX Closure 197 Immediately 

Fluor-Port Lavaca 13050 State Hwy 185 Port Lavaca TX Closure 65 9/30/2012 

International Paper-SA 
Container Plant 610 Pop Gunn St. 

San 
Antonio TX Closure 64 10/12/2012 

International Paper-
Texas Sheets Plant 3323 E. Commerce 

San 
Antonio TX Closure 65 10/12/2012 

Schneider National Bulk 
Carriers Inc. 2002 S. Laurent St. Victoria TX Closure 197 Immediately 
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Company Address City State 

Closure 
or 
Layoff 

No. of 
Workers 
Impacted 

Impact 
Date 

Cenveo EPG 5612 95th Ave. Kenosha WI Closure 103 10/19/2012 

JoS. A. Bank Plans to Expand to 800 Stores 
Based on the positive operating results of the new full-line and factory stores the company has opened in the 
past several years, Baltimore, MD-based JoS. A. Bank Clothiers Inc. said it believes that the chain can be grown 
to 800 total stores in the United States. 
 
This would be an increase from the company's prior assessment from several years ago which indicated the 
growth potential was between 650 and 675 total stores. 
 
For each of fiscal years 2012 and 2013 the company expects to open 45 to 50 stores, including 10 Factory 
stores in each year. 
 
"We are very excited to announce this increase in our store growth potential and the continuance of this very 
important part of our overall growth program. This increase further solidifies the strength of our brand which 
continues to gain prominence in the U.S. market through our existing store presence, our advertising and 
marketing campaigns and our e-commerce platforms, among other factors," said R. Neal Black, president and 
CEO of JoS. A. Bank. 
 
"We are happy with our overall results and the business is contributing positively to net income and we plan to 
grow this business at approximately the same pace in 2013 as real estate opportunities become available," Black 
said. "We are focusing on both filling into existing markets and on new markets." 
 
"We have meticulously mapped out the entire country by location and we're confident that this store count can be 
supported by potential customer population," Black said. "The timing of achieving this new total of 800 stores is 
dependent on real estate availability and other economic factors." 
 
"For example, we're holding the count of potential factory stores at 100 for now due to the fact that most of these 
existing factory store shopping centers are highly occupied and there is not an excessive amount of space 
available," Black said. "And what space is available is controlled by just a few landlords. This makes great deals 
hard to find." 
 
"If conditions change, such as if there is a lot of new construction of Factory store centers, then we could 
potentially revise our count of new Factory stores upward in the future," he said. 

GGP, Simon Getting New Nordstrom Stores 
Seattle-based Nordstrom Inc. plans to open a full-line store at General Growth Properties Woodlands Mall in The 
Woodlands, TX; and another at St. Johns Town Center in Jacksonville, FL, co-developed and is co-owned by 
Simon Property Group and Ben Carter Properties. 
 
The two-level, 138,000 square-foot store slated to Woodlands Mall will open in fall 2014 and will be the 
company's fourth store serving the greater Houston area. 
 
The 124,000-square-foot St. Johns Town Center store will be two levels and is expected to open in fall 2014. 
 
Nordstrom said it believes opening a Jacksonville store at the centrally-located St. Johns Town Center will put it 
in an ideal position to serve customers throughout the Northeast Florida region. 
 
Nordstrom will anchor a new wing on the southwest side of the 1.1 million square-foot, open air center. 
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Top 10 CRE Stories at the End of Summer 
Welcome back from the Labor Day holidays and late summer vacations. To get you caught up on the commercial 
real estate news as the summer ended, check out what our readers picked as the Top 10 stories. 
 
No. 10. Miami, Minneapolis, Phoenix Emerge as New Target Markets for Foreign Investors 
 
No. 9. Health Care REIT Acquiring Sunrise Senior Living Portfolio for $1.9 Billion 
 
No. 8. What Goes Around, Comes Around 
 
No. 7. Expanding the Bounds of REIT Real Estate 
 
No. 6. Multifamily Investment Remains Hot In Spite of Financing Challenges, Looming Supply 
 
No. 5. Sequestration: What, Me Worry? 
 
No. 4. Apt. Recovery Shifts Into Expansion Mode As Developers Step Up Delivery of New Project 
 
No. 3. Are Clicks Cannibalizing Bricks? 
 
No. 2. The Heat Is On for Grocery-Anchored Retail 
 
No. 1. Beauty Is as Beauty Does - But When it Comes to Buildings, Does Beauty Outperform?  

Leverage the Reach and Impact of Watch List for your Advertising Needs 
Watch List reports on the latest on every aspect of real estate: banks, finance, forecasts, securitization, 
corporate expansions and downsizing by calling on the knowledge and experienced advice of its more than 
90,000 senior-level industry readers. In this way, veteran journalist Mark Heschmeyer has created a way for the 
“gold standard” of industry professionals to be engaged in the news. As a result they are more than readers—
they are participants and consider this product “a critical piece of their corporate intelligence.” 
 
The newsletter format is designed for our industry’s mobile audience. Quick access to editorial and ad links are 
available in an easy-to-read format on mobile devices and full-color photos and space ads are used in the 
downloadable PDF. 
 
This is the industry’s most widely circulated publication and is also the most affordable. Full-page, color ads start 
as low as $1,000…that’s 75% less than other leading trade publications with 22x more readers! 
 
If you are ready to put Watch List to work for you, email Mark Heschmeyer or call us TODAY at 330-646-4083. 

Limited ad space available. 
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