
 

THE WATCH LIST NEWSLETTER 1 

 

  

 
 
 

A WEEKLY NEWSLETTER FOCUSING ON CHANGING MARKET CONDITIONS, COMMERCIAL REAL ESTATE, MORTGAGES AND 
CORPORATIONS PUBLISHED BY COSTAR NEWS 

IN THIS WEEK'S ISSUE: 

Investors Returning to Retail Single Building by Single Building ....................................................................................................... 1 
CRE Static from Proposed AT&T T-Mobile Merger ........................................................................................................................... 6 
Potential Sale of Grubb & Ellis Dramatizes Shift in CRE Brokerage Landscape ............................................................................... 9 
Survey: Investor Optimism Rising as CRE Recovery Slowly Gains Traction................................................................................... 11 
SilverLeaf Looks To Double Note Buys This Year ........................................................................................................................... 13 
iStar Lines Up $2.95 Billion Credit Agreement ................................................................................................................................ 13 
Barclays Bank Selling $586 Mil. in CRE Assets to CreXus ............................................................................................................. 13 
Additional Note Purchases .............................................................................................................................................................. 14 
Capital Raisings .............................................................................................................................................................................. 14 
Property Financings ........................................................................................................................................................................ 15 
Latest Corporate Facility Closures & Layoffs ................................................................................................................................... 15 
Watch List: Latest Specially Serviced Loans ................................................................................................................................... 17 

 

Investors Returning to Retail Single Building by Single Building 
Stand-Alone Retail Properties Generating Renewed Interest -- Hinting at Broader Recovery To Come 

As the Great Recession recedes, consumers, retailers, 
investors, landlords and lenders are re-emerging and the 
prospects for retail commercial real estate look better than 
they have in years. 
 
One has only to look to one-off, stand-alone retail 
properties that make up the bulk of a market's inventory to 
see how the recovery is beginning -- in very small 
increments. 
 
Investors are much more willing to invest in stand-alone 
real estate (restaurants, convenience stores, etc.) – 
specifically in quality core locations, says Winston 
Orzechowski, research director for Calkain Companies Inc. in Reston, VA. The recession almost completely 
halted new construction for six to 18 months. As a result, the pool of high quality assets stagnated. 
 
And now that the market for such assets has picked up, it is likely those opportunities will dwindle quickly, 
Orzechowski said. 
 
"In a sense, the [retail] market exists on the day after a severe storm," Orzechowski said. "Though some heavy 
damage was done, investors were able to witness what held firm and what folded. The property types that are 
most sought after today are the ones which showed stability and perseverance throughout the recession." 
 
"Dollar stores, banks, drugstores and select QSRs (McDonald's) all proved their staying power," Orzechowski 
said. "Dollar stores cater to the economically minded customer. Those ranks swelled over the past few years and 
though many expected otherwise, have continued to persevere. Dollar stores do well during bad times and now, 
ironically seem to be given a new lease on life." 
 
Randol Y. Mackley, senior vice president of SRS Real Estate Partners' San Jose office, agrees saying that these 
product types appeal to a large population of the investors market as well as the owner-user market. (Roger 
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Staubach and Chris Maguire created SRS Real Estate Partners in 2009, originally under the name Staubach 
Retail Services.) 
 
"Demand is strong for existing restaurants with their in-tact approvals and improvements," Mackley said. "New 
restaurants save considerable capital costs by a restaurant location where the sewer connection fees have 
already been paid, the necessary utilities are in place, restaurants hoods and other equipment is in place." 
 
"Convenience "c" stores are an end-cap tenant in a strip center," Mackley said. "Such centers remain of strong 
interest to investors especially at corner locations with more than 25,000 cars/day go by." 
 
"Fast food locations remain in very strong demand; especially when there is the possibility of a drive through. 
This drive through feature is now being sought by tenants such as Starbucks and Subway," Mackley said. 
 
To quantify the trend, we pulled some investment activity data from CoStar Comps Analytics for such property 
types. 
 

Property Type 

No. of 
Deals 4th 
Qrtr 2010 

No. of 
Deals 4th 
Qrtr 2009 

Ave. 
Price/SF 
4th Qrtr 
2010 

Ave. 
Price/SF 
4th Qrtr 
2009 

3-Year Ave. 
Price/SF 

C Store 331 211 $296 $187 $223 

Service Station 464 439 $436 $367 $400 

Bars 108 113 $113 $82 $101 

Drug Store 142 90 $319 $290 $311 

Fast Food 323 263 $324 $296 $325 

Car Wash 126 103 $160 $148 $197 

Banks 194 168 $218 $210 $239 

Restaurant 774 648 $161 $156 $177 

Auto Repair Shops 500 409 $100 $105 $125 

Auto Dealerships 303 239 $106 $121 $133 

 
For starters, the number of deals was up in the fourth quarter of 2010 over the year-earlier period for all such 
properties surveyed. In addition, convenience stores, service stations and bars all traded at higher per square 
averages in the fourth quarter of 2010 than their 3-year average. Fast food property sale prices almost equaled 
their average 3-year price. Car washes, banks and restaurants were all trading at higher average per square foot 
prices in the fourth quarter of 2010 than they had a year earlier. 
 
Only auto repair shops and auto dealerships were still trending down in prices. Mackley said that many of these 
properties are being recycled to alternate uses given how the auto industry has changed. However, most cities 
are reluctant to rezone such tax generating properties. 
 
"As retail investors find the REIT trade increasingly crowded, we should expect to see an increased level of 
interest in these types of properties," said Chris Macke, senior real estate strategist for CoStar Group. "The key 
to investors’ success will be whether the leases have rent escalations to offset any future inflation." 
 
Calkain's Orzechowski and SRS Real Estate Partners' Mackley were among several retail industry professionals 
CoStar asked to size up the current state of stand-alone retail properties. Continue reading to find out how others 
are assessing the current retail market. 

LIQUIDITY FOR STAND-ALONE PROPERTIES IS DEFINITELY STARTING TO RETURN 

In our practice, we are seeing a definite uptick in interest in stand-alone retail, although a significant amount of 
interest seems to be in acquisition of properties, rather than leasing. A number of investors seem to believe that 
the tough market of the past few years has stretched smaller property owners to the limit, permitting acquisition 
at favorable prices --though financing options remain sluggish, so the market favors those with cash. 
 
We still see tenants fighting for concessions and more favorable terms. Larger, well-established landlords have 
the ability to withstand these battles, where smaller landlords seem to be more nervous, and therefore more 
accommodating -- even if they are not really able to afford the concessions. 
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Environmentally risky properties -- gas stations, dry cleaners, etc. -- and financially challenging properties such 
as restaurants remain somewhat out of favor. 
 
Liquidity is definitely starting to return, albeit slowly. Wells Fargo Bank recently expanded FrontRunner, their 
small-balance ($1 million to $5 million) loan program, which could be a harbinger of good things to come -- that 
program was a leading CMBS program for smaller loans in the past. 
 
We are seeing both acquisition and financing interest most strongly for established stand-alone retail, such as 
big-box national tenants or creditworthy regional players. Leasing activity seems to be making a comeback, but 
somewhat cautiously. 
Katheryne L. Zelenock, attorney member of the law firm of Dickinson Wright PLLC in Bloomfield Hills, MI. 

Zelenock has served as closing or supervising counsel for several billion dollars in commercial 
mortgage loans destined for securitization. 

 

STILL IN A PERIOD OF CONSOLIDATION 

We're still a period of some larger tenants closing locations and leaving some markets or remaining in a market 
but consolidating. At the same time other national users for these spaces are starting to express interest in 
expansion, however often at significantly reduced pricing from what the previous tenant paid. They like taking 
advantage of space that is substantially built out for their use already. 
 
Of course the dollar concept [stores] are the strongest expansion users, but sometimes other competitors in the 
same category may want to enter a new market if they see someone leaving it. 
 
Liquidity is getting a bit better for the smaller investors, but the pendulum is still shifted much more on the 
"conservative" lending practices. So lenders may bend a bit more if there is an opportunity to build a longer term 
relationship with a client and add some deposit account vs. a "one and done" borrower. 

Tom R. Helberg, principal of Bellevue Investors Co. in Sylvania, OH 
 

CREDIT TENANTS DRIVING RETAIL INVESTMENT MARKET 

Competition is heating up rapidly for these assets. I think people are more afraid of what will happen to the value 
of their cash in a money market account (with the likely pending inflation) than they are of investing in tangible 
assets. High quality real estate with a credit tenant is essentially a bond that pays a high dividend, yet has an 
underlying piece of property at maturity. 
 
Any high credit deals are in sharp demand currently, particularly retail deals. New Walgreens are at the top of the 
list. 

Larry Hausman, CCIM, senior associate of Marcus & Millichap in Louisville, KY 
 

MULTI-TENANT PROPERTIES ARE STILL THE PREFERENCE 

I think only the strongest tenant brands and balance sheets will receive conventional financing in this space. 
Land value is a classic limit on loan amount and I think loans larger than land value will come primarily from 
private sources. Multi-tenant retail is certainly perceived to be more stable than single-tenant retail, but brand 
and balance sheet also attract capital. 
 
We are seeing more and more leasing – Starbucks and others are leasing for new stores again. Convenience 
store operators are definitely seeking to grow their number of stores. 
 
Obviously lenders prefer the strongest brands and balance sheets because they are the most durable tenants. 
The tenant-occupied real estate is receiving the attention of conventional lenders. Owner-occupied real estate is 
being financed primarily by SBA and bank lenders. 

Mark Fisher, vice president and managing director of StanCorp Mortgage Investors in Hillsboro, OR 
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TIME TO GET INTO THE GAME 

I believe there have been many investors and users sitting on the sideline and have decided to start making a 
move. They feel we have hit the bottom and it is time to get into the game. Banks are putting their REO's on the 
market and taking a hard look at all offers. 
 
The restaurants are not expanding very fast but we are seeing increased activity from gas/convenience stores 
and a lot of automotive users. 

Kittie L. Hook, senior vice president, corporate services at Cassidy Turley Fuller Real Estate in Denver, 
CO 

 

INTEREST SPREADING TO SMALLER MARKETS 

The general outlook for investing in retail is much rosier for 2011 than the last few years. From my vantage point, 
it looks like small retail boxes and QSRs get most of the attention, followed by restaurants and C-stores. 
 
I think the big reasons for this are the smaller deal sizes, familiarity with the brand (AT&T, McDonald's, Jack in 
the Box, etc.) and relative ease of retrofitting the buildings for another use. 
 
While most of the interest has been in primary and strong secondary markets, I'm also hearing of increased 
interest in the smaller markets as well which I think is due to a constrained supply of investment property in the 
larger locales. 
 
As the interest in smaller market deals increases, I think we'll see increased interest in smaller (albeit profitable) 
credits as well which should help the liquidity of these operators. 
Scott Haire, vice president of Cardinal Capital Partners in Dallas, TX 
 

RECYCLING STAND-ALONE SITES INTO NEW USES 

Land values and construction costs are at a low ebb, and choice locations that might not usually be available are 
there for the taking, so that certainly favors expanding now, strategically locking in high visibility sites or filling in 
the gaps for a saturation campaign. Recycling of one (failed) use into another will also be a big segment of 
growth. (I recently turned a closed bank pad into a coffee bar complete with drive-aisle coffee service). 

Raphael Barta, associate broker at Century 21 Riverstone in Sandpoint, ID 
 

CORE RETAIL CENTERS STILL DOMINATING 

Core retail assets are getting so much play that the returns are dropping fast. It's a core bubble vis a vis pricing 
with IRR's down in the 8% range for best in class. The buzz at ICSC Monterey seemed to be a resignation that 
Class B and C quality centers were going to get the play going forward and the lender community seemed ready 
to go back into this market. 
 
Based on what we have been seeing here at NorthMarq Capital, these comments are borne up by our own 
activity with lenders and borrowers alike. Retail debt is very low cost especially for 5- to 7-year debt. This period 
gives the developer plenty of time to complete the re-leasing scenario and stabilize the upgraded centers until 
they are resold or refinanced with permanent debt. 
 
The mom and pop vendors cannot easily attain credit or factoring for their businesses and as such there are 
many vacant smaller shops. The only thing that will help this phenomenon will be less stringent lending 
guidelines by the banking industry. 
 
We can be hopeful that this will happen soon after knowledge of the banks huge cash reserves and how they got 
to amass such liquidity has gotten out. They are healthy now and it's time to let this industry return to lending to 
the average citizen. 
Michael Federle, senior vice president and senior managing director for Northmarq Real Estate Services 

in San Francisco, CA 
(please continue reading on page 6) 
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(Stand-Alone continued from page 4) 

SEGMENT LEADERS DRIVING DEMAND 

Net lease retail product will remain an attractive investment vehicle in 2011 and we anticipate high transaction 
velocity. Product supply and interest rates will be the story this year. A growing shortage of product (mostly from 
lack of new development) is causing cap rate compression across the board. This is especially true of top-tier 
product (i.e. high credit, long-term lease and strong location) but can also be seen to a lesser extent in most 
retail product trading in today's market 
 
Low interest rates have further enabled this run up in prices; however, pending rate increases will likely cause 
cap rate compression to plateau and then reverse at some point. Cap rates traditionally lag interest rates by +/- 3 
months. 
 
As in 2010, there is a great degree of completion amongst buyers to acquire deals leased to necessity-based 
retailers including drug stores, fast food concepts with a corporate guarantor and convenience stores. The 
demand is tri-fold: strong credits, favorable lease structures and locations that offer intrinsic value. Segment 
leaders such as McDonald's, 7-Eleven and Walgreens have continued to perform well through the recession, 
motivating investors to pursue a shrinking pool of available deals very aggressively. 

Anne Perrault, associate at Stan Johnson Co. in Tulsa, OK 
 

WAITING FOR HOUSING, JOBS TO COMEBACK 

Investors have returned to the market looking for opportunities. Once a property is priced to reflect market 
conditions as they are today, it is an active market. 
 
However, for the most part, leasing has not returned and we do not expect this to change in 2011. Until job 
growth starts to take place, housing stabilizes and financing returns this will not significantly change. 
 
Money has started to return for high quality "core assets." Little to no money exists for non-core, except in 
regards to SBA loans and banks looking to make loans to credit worthy owner-users. 

Phil Ryan, associate at Lavista Associates in Atlanta, GA 

CRE Static from Proposed AT&T T-Mobile Merger 
Facility Consolidation Inevitable in Wake of $39 Billion Mega Merger of Wireless Carriers 

Following AT&T Inc.'s blockbuster announcement that it has  
agreed to acquire the T-Mobile USA subsidiary of Bonn, 
Germany-based Deutsche Telekom for $39 billion, the firm once 
known as Ma Bell, will be looking to shave billions in costs from 
the combined firms. Not all of those cuts will come from facilities, 
but the mega merger will undoubtedly impact the commercial real 
estate market. 
 
By the third year out from the merger, AT&T said it is looking at 
synergetic savings of nearly $3 billion. Included in those costs will 
be savings from retail stores and distribution centers, call centers, 
billing and customer care regional headquarters, redundant cell 
sites and avoided purchases and investments. 
 
Consolidation of cellular store sites will likely take place, but it is still too soon to tell exactly how this will play out, 
said Garrick H. Brown, retail research director at Terranomics. 
 
Chris Macke, senior real estate strategist for CoStar Group said that, "While some landlords will certainly be 
negatively affected by the unavoidable real estate consolidations other landlords will benefit from the seemingly 
stronger entity that will be created as a result of this proposed merger." 
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CoStar Group lists T-Mobile USA as a tenant in nearly 5,100 locations across the country and AT&T Mobility in 
nearly 4,600 locations. 
 
"In network, we have opportunities to retire redundant cell sites and move traffic to our own transport 
infrastructure," said Rick Linder, AT&T's CFO. "We also have cost opportunities in retail distribution, advertising 
and related areas, and there are obvious straightforward synergies as we consolidate billing platforms, customer 
care centers and headquarters organization. Plus, because this transaction adds spectrum and a dense cell site 
grid, it will allow us to reduce future outlays for both wireless spectrum and capital." 
 
"Each of these four categories has clear achievable synergies with net present values in excess of $10 billion," 
Linder said. 
 
Ralph de la Vega, AT&T's president and CEO for Mobility and Consumer Markets, added that, "We believe the 
margin potential of the combined operation is higher than either company is performing today. As we improve the 
customer experience and deliver synergies in areas like regional store, rationalization and lower combined 
advertising spend, building system consolidation, lower customer application costs, and lower G&A costs, and 
we expect to achieve most of the required costs reductions through natural attrition." 
 
Cell towers will also be impacted. The two companies have roughly 90,000 to 100,000 cells sites between them. 
In many cases, the two share the same tower. 
 
At year-end Dec. 31, 2010, AT&T and T-Mobile accounted for 20% and 8%, respectively, of American Tower 
Corp’s consolidated operating revenues. American Tower currently has separate leases for antenna space with 
AT&T and T-Mobile on the same site at approximately 3,100 communications sites owned or operated by 
American Tower. The revenue generated from T-Mobile on these sites represented approximately 4% of 
American Tower’s consolidated operating revenues. The average remaining current term on the long-term lease 
arrangements with AT&T is between nine and 10 years, and the average remaining current term on the long-
term lease arrangements with T-Mobile is between five and six years. 
 
John Stankey, president and CEO of AT&T Business Solutions, said: "I will tell you that we obviously do not 
expect to keep all the cell towers. There is a huge synergy expectation that we can run this network in a more 
effective manner, and in fact we believe strategically over the long haul to be viable and keep prices in check in 
the data world that it's necessary that these networks become more efficient operationally. So we will increase 
the cell grid, and when we increase the cell grid, by nature operating costs go up as a result of doing that so 
finding efficiencies elsewhere in the business to offset that." 
 
As with any mega mergers, the combination could face enormous regulatory hurdles, which could further add to 
divestitures of operations. 
 
The merger "will invite hellfire from telecom regulators who fantasize over a different market structure, in which 
17 mom-and-pop carriers serve the masses with tender love and care," said Hal J. Singer, Ph.D., a managing 
director at wireless consultant Navigant Economics commenting for Harvard Business Review. 
 
"As an economist, and as a customer of AT&T (with my mom, wife, and oldest daughter on my account), I am 
not so concerned about market structure. I tend to care about prices: Will this merger affect my monthly wireless 
bill? The answer is likely 'no,'" Singer said. 
 
"If the FCC [Federal Communications Commission] wants to assess whether AT&T and Verizon have pricing 
power, why not look at pricing evidence directly," Singer said. "Presumably they don't like the answer, that 
wireless prices are rapidly declining." 
 
"According to the Bureau of Labor Statistics, the CPI for 'wireless telephone services' has declined every year 
since 2001," he said. "The same basket of wireless services in January 2011 cost consumers 12% less than 
what it cost in January 2001, and 40% less than what it cost in January 1998." 
 
"AT&T has been reducing, not increasing, its prices," Singer said. "According to its 2010 Annual Report, AT&T's 
average revenue per user (ARPU) for voice services declined by 8.6% and 6.5% in 2010 and 2009, respectively, 
and its combined ARPU for voice and data services declined by 1.8% in 2010." 
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Fitch Ratings has placed the some AT&T debt ratings on rating watch negative following the announcement. The 
rating action reflects Fitch's need to assess the effect of the transaction on AT&T's credit profile and capital 
structure, financing for the cash portion of the transaction, the proposed synergies anticipated, integration costs 
and the company's future financial performance and prospective credit metrics. 
 
Fitch said it will also assess the potentially challenging regulatory hurdles to the transaction, which combine the 
second- and fourth-largest wireless carriers in the U.S. Regulatory review of the transaction may require 
divestitures of overlapping wireless assets, and in order to obtain approval for the transaction, AT&T has offered 
accelerated capital spending on high-speed wireless data services. 

ADDITIONAL FINANCIAL INFORMATION 

The $39 billion purchase price will include a cash payment of $25 billion with the balance to be paid using AT&T 
common stock, subject to adjustment. AT&T has the right to increase the cash portion of the purchase price by 
up to $4.2 billion with a corresponding reduction in the stock component, so long as Deutsche Telekom receives 
at least a 5 percent equity ownership interest in AT&T. 
 
The number of AT&T shares issued will be based on the AT&T share price during the 30-day period prior to 
closing, subject to a 7.5 percent collar; there is a one-year lock-up period during which Deutsche Telekom 
cannot sell shares. 

Advertisement 
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Potential Sale of Grubb & Ellis Dramatizes Shift in 

CRE Brokerage Landscape 
By: Randyl Drummer 
Increasingly the trend among the business services  sector, including those 
providing commercial real estate services to other businesses, appears to be 
get bigger and go global, or go small and specialize by serving a specific 
niche or providing high-touch service. 
 
With the largest companies on the hunt for external growth opportunities and 
mid-market firms under rising competitive pressure to sell or merge in order 
to maximize their service footprint and grow market share, experts predict 
that a new round of mergers and acquisitions in the commercial real estate 
services sector may accompany increasing commercial real estate 
transaction volume, with deal volume expected to rise as much as 40% this 
year. 
 
This week's announcement by Grubb & Ellis Co. (NYSE:GBE) that is it has hired investment bank San 
Francisco-based JMP Securities to explore strategic alternatives for the company, including a potential sale or 
merger, provides the latest sign of changes rippling through the CRE brokerage services market. 
 
Despite improved leasing and sales volume, Santa Ana, CA-based Grubb & Ellis's share price fell to its 2011 low 
of 98 cents on Friday, March 18, down from the 52-week high of $2.27 on April 14, 2010. 
 
With the economy and real estate market on the upswing, the company said in its filing and press release that 
the timing is right to explore the possibility of selling itself or merging with another company. 
 
"While the management team has made progress restructuring the business and driving top-line growth, we 
believe now is the time to explore opportunities on how to best leverage the broad platform and capabilities of 
the company into an improving market for the benefit of all stakeholders," said Grubb Chairman C. Michael 
Kojaian. 
 
In its announcement, Grubb & Ellis disclosed it has received "unsolicited inquiries," presumably from potential 
suitors, and decided to explore its strategic options as part of a formal process that represents "the best interest 
of all of our constituents," Kojaian said. 
 
After enduring two brutal years in 2008 and 2009, commercial real estate service companies enjoyed top-line 
growth in 2010, with investment sales activity up significantly year over year. The leasing business bounced back 
more quickly than expected, fueled by an improving economy and pent-up demand. Analysts forecast significant 
bottom-line earnings growth going forward for the CRE services sector. 
 
In February, the industry's two largest global property services companies, CB Richard Ellis Group Inc. and 
Jones Lang LaSalle, reported solid results for the last quarter of 2010. FirstService Corp., the Canadian parent of 
Colliers International, saw total revenue jump about 18%, strengthened by a 30% boost in CRE transaction 
revenue. However, Grubb & Ellis reported a net loss of $10.7 million on a 10% boost in revenue, though the 
company narrowed its loss for a year earlier. 
 
With fortunes on the upswing, mergers and acquisitions activity among CRE firms will probably accelerate 
through 2012 as Grubb & Ellis and others begin to formally explore their options. 
 
"The Grubb & Ellis announcement is part of a natural evolution in the industry where firms in the middle market 
with revenues between $100 million and $1 billion will really have to either get much, much bigger, or much 
smaller," said Dylan Taylor, chief executive officer in the U.S. for Colliers International. "Mid-market firms are 
strategically challenged. They may not be big enough to be multi-billion-dollar global players that can afford to 
invest in recruitment of talent and technology." 
 
Colliers made several mergers and acquisitions during the downturn as part of its U.S. expansion strategy. 
However, most M&A transaction occur during up cycles, Taylor said, and the Grubb & Ellis move "makes sense 
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because as we're coming out of a [down] cycle and some firms realize that they are not going to be able to take 
advantage of the coming upswing in their current strategic position." 
 
"With the combination of improving market conditions and the investments that Grubb has made for the last 
several years, we've shown significant top-line growth, and the board has determined that now is the right time to 
look at our options," said Janice McDill, senior vice president, marketing and communications, tells CoStar. 
"We're one of the largest brokerage firms. We have essentially the same footprint as CBRE, but obviously, from 
a revenue standpoint, we're a lot smaller." 
 
One of the challenges facing Grubb & Ellis is that, although the company has a wide U.S. footprint for delivering 
transaction and management services, it also has a large portfolio of troubled tenant-in-common (TIC) assets 
acquired when Grubb joined with NNN Realty Advisors Inc. in 2007 near the peak of the real estate boom. The 
company has faced complicated integration issues during the downturn, including management of the NNN 
Realty legacy assets. 
 
In February, Grubb launched Daymark Realty Advisors Inc. as a wholly owned and separately managed 
company to manage those assets. Daymark becomes the fourth Grubb & Ellis reporting segment in addition to 
its transaction, management and investment management businesses. It also becomes one of the nation's 
largest asset management companies, overseeing a nationwide portfolio of about 33 million square feet, 
including more than 8,700 multifamily units. 
 
Some of the expanding firms may by international firms looking to enter or grow their presence in the U.S. For 
example, Savills recently announced it was reviving its U.S. expansion, opening two new offices and forming an 
international investment group. In February, CBRE agreed to acquire ING Real Estate Investment Management, 
a unit of Holland-based ING Group NV. See related CoStar coverage. 
 
Regional and mid-market national brokerage last year continued to partner with or be absorbed by larger 
companies. 
 
In January 2010, Colliers and FirstService Real Estate Advisors executed their plan to combine operations and 
global platforms, operating as Colliers International in 61 countries. In response, eight breakaway affiliates from 
Colliers, Grubb & Ellis and NAI Global immediately launched St. Louis-based Cassidy Turley, a new national 
company. CT expanded throughout the year, with moves that included striking a partnership with Fuller Real 
Estate, a major player in the Denver market for nearly 55 years, which dropped its affiliation with NAI Global. 
 
Other aligning of interests between brokerages reflected the move toward consolidation by large full-service 
companies with national and international offices. New York-based Newmark Knight Frank continued to expand 
nationally last summer, merging with Cornish & Carey Commercial, one of Northern California’s largest regional 
real estate firms, and later joining with Denver-based Frederick Ross Co., another of Denver's largest and oldest 
commercial real estate firms. 
 
Other so-called "mid-major" brokerages also weren't shy about jumping into the expansion fray. Toronto-based 
Avison Young, headed by former Grubb & Ellis CEO Mark Rose, acquired a number of U.S. real estate services 
firms, including Hodges Management and Leasing Co. in Atlanta, and Appian Realty Advisors LLC, in the 
Washington, DC, market. 
 
The major firms made a number of high-profile expansions and executive moves last year as well. Jones Lang 
LaSalle tapped veteran investment brokers to head its Mid-Atlantic multifamily sales force and help grow the 
firm's national apartment investment business. JLL also recruited leading mortgage bankers Thomas J. Melody, 
Thomas O. Fish and Michael J. Melody as executive managing directors heading its Real Estate Investment 
Banking (REIB) business in the Americas. 
 
Cushman & Wakefield, the world's largest privately held commercial real estate services firm with 230 offices in 
60 countries, made two major executive changes in 2010. In February, the firm appointed Glenn Rufrano as the 
firm's new president and chief executive officer, succeeding Bruce Mosler, who moved to the role of co-chairman 
of the board at the beginning of the year. Rufrano previously had been chief executive at international retail real 
estate giant Centro Properties Group. 
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In another key move, Cushman & Wakefield in November appointed James M. Underhill to serve as the next 
CEO of the Americas, the company's largest business unit, giving him overall responsibility for enhancing the 
firm's value to clients and growing market share. Underhill oversees 141 of the firm's offices in nine countries 
throughout North and South America, succeeding John Santora who was named chief of the firm's Client 
Solutions group in June and plans to remain based in Cushman & Wakefield's Washington, DC office. 

Survey: Investor Optimism Rising as CRE Recovery Slowly Gains Traction 
By: Randyl Drummer 
Investors are growing more confident that the commercial  real estate 
industry is moving past the bottom of the cycle as the economy adds jobs 
and property fundamentals slowly improve, according to the results of the 
first-quarter 2011 PwC Real Estate Investor Survey. 
 
Tracking the expectations of survey respondents for the future performance 
of the office, retail, industrial and multifamily property sectors from 2011 to 
2014, PricewaterhouseCoopers found that investors have a sense that, 
although real estate is recovering, the pace of the recovery in the U.S. 
economy has been slow and uneven at best. 
 
As investors become more confident about the long-awaited recovery in occupancy, sales and leasing, however, 
they are eager to get deals done, noted Mitch Roschelle, partner and PwC U.S. real estate advisory practice 
leader. 
 
"This bodes well for the industry as the volume of capital chasing deals is expected to increase in all sectors as 
investors work to deploy capital before interest rates rise, overall cap rates increase and the industry shifts more 
in favor of sellers," Roschelle said. 
 
PwC analyzed historical and forecasting data to measure how the inventory of each sector changes over time in 
relation to the four stages of the real estate cycle, contraction, expansion, recession and recovery. The report 
surveyed 31 markets, including 10 national markets; and individual product types including regional mall, power 
center, strip shopping center, CBD office, suburban office, flex/R&D, warehouse, apartment, net lease, and 
medical office buildings. The report also includes a review of 18 major U.S. office markets and three regional 
apartment markets, Mid-Atlantic, Pacific, and Southeast. 
 
The report finds that average overall cap rates decreased in 27 of the 31 surveyed markets as signs of recovery 
emerged for both the economy and the real estate industry. Investors reported the largest quarterly decreases in 
the regional apartment markets, where average cap rates compressed between 39 and 73 basis points in the 
first quarter. 
 
Cap rate compression continues in sales involving well-located and better-positioned assets with stable rent rolls 
and limited leasing risk, and an increasing number of investors are expanding their property searches to include 
secondary markets and impaired assets, the survey found. 
 
Due to strong buyer interest combined with increased debt market liquidity, investors expect that overall cap 
rates will either hold steady or decline in 25 of the survey's 31 markets over the next six months. 
 
The results of the PricewaterhouseCoopers survey corroborate recent analysis by CoStar Group, which 
publishes a monthly index tracking repeat sales of investment-grade commercial properties. The index jumped 
10.6% in January over the same period last year, the largest year-over-year gain since the height of the real 
estate boom in 2006. The increase in the index for higher-quality properties hit a five-year high in January 
despite dipping slightly from December, a reflection of how strongly the index has recovered within 12 months. 
 
First-quarter CoStar outlooks for the office, multifamily, industrial and retail sectors also showed improving 
fundamentals in investment sales and leasing activity. 
 
Below are PwC survey findings relative to the major property types: 

mailto:rdrummer@costar.com?subject=PwC%20Outlook
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Office: Most of the nation's office inventory will be in recovery by year-end 2011 due to a lack of new supply and 
signs of falling vacancy for the U.S. office market. Recovery is in sight, with more than 86% of the U.S. office 
sector passing over the market bottom by year-end 2012. That said, office markets such as Chicago, Las Vegas, 
Los Angeles and Tampa are expected to remain in recession through 2012. 
 
Retail: Spotty consumer spending and inflation fears will keep the majority of retail inventory, 76.6%, in 
recession through 2012. A recovery by year-end 2013 will include 77% of retail inventory. Individual retail 
markets expected to perform better than the overall sector include Long Island, Nashville, and Fairfield County, 
which are each expected to be in recovery during 2012. 
 
Industrial: Availability rates for the U.S. industrial property are expected to peak in 2011 as tenant demand 
strengthens in a growing economy. Most industrial stock will be in recovery in 2011 and 2012, nearly 72 and 
86.2%, respectively. Rising imports and exports will send a larger portion of industrial inventory into expansion 
phase in 2013 and 2014 (20.9% and 40.6%) Individual markets that are expected to underperform the sector 
include Tampa, FL; Akron, OH, Cleveland, and Minneapolis. 
 
Apartments: U.S. multifamily leads the other three sectors handily in terms of recovery. As tighter loan 
restrictions continue to dampen single-family home-buying, pent-up housing demand will grow the proportion of 
multifamily stock in the expansion phase through 2014, when it hits 30.2%. Two multifamily markets, New 
Orleans and Syracuse, NY, aren't expected to enter expansion over the near term. 

Advertisement 
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SilverLeaf Looks To Double Note Buys This Year 
SilverLeaf Financial in Salt Lake City has acquired more than $450 million of performing and non-performing 
loans since the company was founded in 2008, and has its sights on matching that milestone in 2011. 
 
"We have seen a number of active sellers this quarter," said Shane Baldwin, SilverLeaf Financial's CEO. 
"Currently there is over $2 billion of notes on the market expecting to be sold by quarter end. We expect to be 
very active this quarter." 
 
In addition, Benjamin Smith, SilverLeaf's vice president of acquisitions, said: "We are seeing a large volume of 
non- performing loans out there that still need to be dealt with by the banks. There are literally billions of dollars 
of loans poised to be sold in the coming months." 
 
SilverLeaf Financial most recently purchased of three bank loans. The first is a $9.2 million loan secured by a 
264-unit, multifamily community known as Bay Meadows in Ridgeland, MS. The second was a $13.2 million loan 
secured by 70 residential condominiums in Orlando, FL. And last was a $5.1 million loan secured by an 89,000-
square-foot retail center in Fond du Lac, WI. 

iStar Lines Up $2.95 Billion Credit Agreement 
iStar Financial Inc. entered into a new $2.95 billion senior secured credit agreement providing for two tranches of 
term loans: a $1.50 billion A-1 tranche due June 28, 2013, which bears interest at a rate of LIBOR plus 3.75%, 
and a $1.45 billion A-2 tranche due June 30, 2014, which bears interest at a rate of LIBOR plus 5.75%. Both 
tranches include a LIBOR floor of 1.25%. 
 
Proceeds from the new financing will be used to refinance the company's existing secured bank facilities due in 
June 2011 and 2012, to repay a portion of the company's unsecured debt maturing in 2011 and for other 
corporate purposes. 
 
Outstanding borrowings under the new financing will be collateralized by a first lien on a fixed pool of 
approximately $3.69 billion of assets. Proceeds from principal repayments and sales of collateral will be applied 
to amortize outstanding borrowings, beginning with the A-1 tranche. 
 
The financing provides for minimum cumulative amortization requirements on the A-1 tranche as follows: 

 $200 million by Dec. 30, 2011, $450 million by June 30, 2012; 

 $750 million by Dec. 31, 2012; and 

 $1.50 billion by June 28, 2013. 
 
The A-2 tranche will begin amortizing after the repayment in full of the A-1 tranche, with minimum cumulative 
amortization payments of $150 million due six months after payment in full of the A-1 tranche, and additional 
payments of $150 million due by each six month anniversary thereafter until maturity. 
 
J.P. Morgan Securities LLC, Barclays Capital and RBS Securities Inc. acted as joint lead arrangers and joint 
bookrunners for the new financing. 

Barclays Bank Selling $586 Mil. in CRE Assets to CreXus 
CreXus Investment Corp. agreed to acquire a portfolio of commercial real estate assets from Barclays Capital 
Real Estate Inc., an affiliate of Barclays Bank PLC for $586 million. 
 
The portfolio consists of 30 commercial real estate assets, including commercial mortgage loans, subordinate 
notes and mezzanine loans. The property types underlying these assets include hotels, offices, condominium, 
multifamily and retail properties. 
 
The sale of the Assets is part of continued efforts by Barclays to manage its legacy commercial real estate 
assets for value whilst reducing exposure over time. 
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The acquisition is targeted to close during mid-April 2011. 
 
To help fund the deal, New York-based CreXus commenced an underwritten public offering of 50 million shares 
of common stock. The company also intends to grant the underwriters a 30-day option to purchase up to 7.5 
million additional shares to cover overallotments, if any. 
 
Concurrent with this offering, Annaly Capital Management Inc. is expected to acquire 5,000,000 shares of 
CreXus in a private placement. 
 
Any remaining net proceeds will be used for the acquisition of additional investments. 

Additional Note Purchases 
KBS Strategic Opportunity REIT Inc. purchased, at a discount, a non-performing first mortgage loan for $19.75 
million plus closing costs. The company acquired the loan from Road Bay Investments LLC. The borrower under 
the Iron Point Business Park First Mortgage is Cowifi Iron Point LLC. Iron Point Business Park is a five office 
building property containing 211,056 square feet, four of which were built in 1999 and the final building in 2001. 
The buildings are at 1110-1180 Iron Point Road in Folsom, CA, and collectively, are currently 38% leased. KBS 
is exploring various strategies including: negotiating with the borrowers for a reduced payoff, restructuring the 
terms of the loan, and foreclosure. 
 
The Federated Cos. acquired a mortgage from KeyBank that is secured by newly constructed Bayside Village in 
Portland, ME. The asset is in downtown Portland between the Old Port and Back Cove on 132 Marginal Way 
and consists of 100 units and 400 bedrooms and operates as a student housing complex that was completed in 
2008. Federated paid the equivalent of $23,000 per bed or about 30 cents on the dollar of total project costs. 
Federated negotiated with the defaulted borrower and a mezzanine lender who held a second mortgage on 
Bayside Village to relinquish any rights to the asset and received a deed in lieu at closing. Federated plans to 
enhance the property by adding 1- and 2-bedroom apartments. 
 
Resource Real Estate Opportunity REIT Inc. purchased, at a discount, two non-performing promissory notes 
and two performing promissory notes from Citizens Bank, each of which is secured by a first priority mortgage on 
a multifamily rental apartment community. The contract purchase price for the notes was $3.1 million or 65% of 
the $4.8 million aggregate outstanding principal balance. 

Capital Raisings 
American Capital Agency Corp. priced a public offering of 28 million shares of common stock for total 
estimated gross proceeds of approximately $780 million. The company also granted the underwriters an option 
to purchase up to an additional 4.2 million shares to cover overallotments. Itexpects to use the net proceeds to 
acquire additional agency securities. 
 
HCP commenced a public offering of 24 million shares of its common stock with an option to underwriters to 
purchase up to an additional 3.6 million shares. HCP anticipates that the net proceeds from this offering will be 
used to fund a portion of the consideration for the previously announced HCR ManorCare acquisition, including 
$852 million to fund all of the stock portion of the consideration in cash in lieu of issuing 25.7 million shares of 
our common stock to HCR ManorCare. Any additional net proceeds will be used for general corporate purposes. 
 
Hatteras Financial Corp. priced a public offering of 14.5 million shares of its common stock at $28.50 per share 
for expected gross proceeds of $413.25 million. The company granted the underwriters a 30-day option to 
purchase up to an additional 2.175 million shares to cover overallotments. It expects to use proceeds to acquire 
agency securities with short effective durations, primarily 3-year, 5-year and 7-year hybrid ARMs. 
 
LTC Properties Inc. plans to make a public offering of 3.5 million shares of its common stock and grant the 
underwriters an option to purchase up to 525,000 additional to cover over-allotments. The company intends to 
use the net proceeds of about $91 to $105 million to redeem its 8% Series F Cumulative Preferred Stock, to pay 
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down amounts outstanding under its unsecured line of credit, for acquisitions and general corporate purposes. 
Separately, LTC received commitments for a new $200 million, four-year unsecured credit facility -- $50 million 
each from: Bank of Montreal, KeyBanc Capital Markets Inc., Royal Bank of Canada and Wells Fargo Bank. The 
company expects that the new unsecured credit agreement will provide for a revolving line of credit with no 
scheduled maturities other than the maturity date in 2015, and will allow the company to borrow at the same 
interest rates applicable to borrowings under its existing credit agreement. The company's current interest rate is 
150 basis points over LIBOR. 
 
RAIT Financial Trust agreed to sell $100 million aggregate principal amount of its 7% Convertible Senior Notes 
due 2031. The company granted the underwriters an option to purchase up to an additional $15 million to cover 
overallotments. RAIT intends to use approximately $75 million of the net proceeds to repurchase a portion of its 
outstanding 6.875% Convertible Senior Notes due 2027, and the remainder of the net proceeds to repay 
indebtedness and for general trust purposes, including working capital. 

Property Financings 
Thomas D. Wood and Co. secured $6.35 million in financing for Shoppes of Atlantis and Tamarac Center. For 
the Shoppes of Atlantis, The Standard provided $3.4 million to refinance a CMBS loan that had matured. The 
fixed-rate loan has a term of 10 years, based on a 25-year amortization and an interest rate of 6%. The 70,104-
square-foot retail center at 5805-5949 S. Congress Ave. in Atlantis, FL, was built in 1987. For the Tamarac 
Center, The Standard provided $2.95 million to refinance a current CMBS loan that had matured. The fixed-rate 
loan has a term of 10 years, based on a 25-year amortization and an interest rate of 6%. The 66,403-square-foot 
retail center at 7118-7186 N. University Drive in Tamarac, FL, was built in 1982. 
 
Marcus & Millichap Capital Corp. arranged a $4.436 million private placement loan for the acquisition of a 
Walgreens drugstore in Casa Grande, AZ. The loan is for 23 years, amortized over 23 years with a fixed interest 
rate of 6.15%. The LTV is 85%. 

Latest Corporate Facility Closures & Layoffs 

Company Address 

Closure 
or 
Layoff 

Owned 
or 
Leased 

No. 
Impacted 

Impact 
Date 

CoStar 
Prop. ID 

Haband (Orchard 
Brands) 

2026 S. Milledge Ave., Suite A1, 
Athens, GA Closure Leased 475 4/22/2011 1165857 

Greatwide 1724 Atlanta Hwy, Auburn, GA Closure unknown 102 4/2/2011 N/Av 

Teleperformance 2807 Wylds Road, Augusta, GA Layoff Leased 248 4/25/2011 1332808 

Berry Plastics Corp. 
9172 Industrial Drive NE, 
Covington, GA Layoff Leased 77 4/14/2011 448567 

Mohawk Industries 443 Co. Road 472, Dublin, GA Closure Owned 173 4/25/2011 N/Av 

CNH America 325 Firetower Road, Dublin, GA Closure Owned 55 4/1/2011   

Clark Western 
6110 US Highway 129 N, 
Pendergrass, GA Closure Leased 62 4/23/2011 19992 

Doumak 1006 Fairway Dr., Bensenville, IL Layoff Owned 60 3/1/2011 7631 

Gold Standard Baking 
250 N. Washtenaw Ave., 
Chicago, IL Closure Owned 73 3/22/2011 154045 

Kmart 
10205 Grand Ave., Franklin Park, 
IL Closure Owned 92 3/27/2011 772076 

C D Listening Bar 
(d/b/a 
DeepDiscount.com) 900 N. Rohlwing Road, Itasca, IL Layoff Leased 67 2/27/2011 206941 

AGI North America 200 Capitol Way, Jacksonville, IL Closure Owned 70 3/31/2011 6728243 

Dynegy (Vermilion 
Power Station) 10188E 2150N, Oakwood, IL Closure Owned 53 3/25/2011 N/Av 

Gray Interplant 
Systems 

8801 N. University St.; Route 29 
& Old Galena Road, Peoria; 
Mossville, IL Layoff Leased 167 4/1/2011 N/Av 
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Company Address 

Closure 
or 
Layoff 

Owned 
or 
Leased 

No. 
Impacted 

Impact 
Date 

CoStar 
Prop. ID 

Kmart 
70 Cherry Tree Shop Center, 
Washington, IL Closure Leased 71 3/27/2011 1164970 

Palm Harbor Homes - 
Addison 15305 Dallas Pkwy, Addison, TX Closure Leased 62 4/17/2011 409785 

Jacobs Field Services 
North America, Inc. 8500 W. Bay Road, Baytown, TX Layoff Leased 200 4/3/2011 N/Av 

Clayton Homes 
(Trendsetter Homes) 520 Sparta Road, Belton, TX Closure Owned 282 Immediately 6013276 

South Texas Health 
System 

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

RockTenn  %B Flounders Road, El Paso, TX Closure Owned 52 4/18/2011 N/Av 

ACS Commercial 
Solution 

9800 Centre Pkwy, Suite 1000, 
Houston, TX Closure Leased 200 4/30/2011 237019 

Nice-Pak Products 
2970 Walker Drive, Green Bay, 
WI Closure Leased Unknown 5/27/2011 6387747 

CSM Bakery Products 7350 S. 10th St., Oak Creek, WI Closure Leased 100 12/1/2011 1260921 

Zalk Josephs 
Fabricators 

400 Industrial Circle, Stoughton, 
WI Layoff Owned Unknown 5/1/2011 N/Av 

West Asset 
Management 

1800 Westwood Center Blvd., 
Suite 3000, Wausau, WI Layoff Leased 163 5/2/2011 N/Av 

JCPenney Asset 
Recovery Center 

11800 Burleigh St., Wauwatosa, 
WI Closure Owned 52 5/11/2011 1267324 

Ultra Mart Foods (Pick 
n Save) 1719 S. Main St., West Bend, WI Closure Leased 66 3/25/2011 1282011 
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Watch List: Latest Specially Serviced Loans 
The following information for these lead listings was provided by Investcap Advisors LLC, an industry leader in providing 
surveillance data on loan and commercial real estate performance underlying the CMBS market. 

MSKP Retail 
Portfolio Address, City, State 

Property 
Type 

Payment 
Status Cur. Bal. 

CMBS; 
Special 
Servicer 

Reason for 
Transfer 

Orlando Square 
1728 West Sand Lake 
Road, Orlando, FL Retail  

Less Than 
30 days 
Delinquent  $223,400,000 

MLCFC 2007-
6; CWCapital 

Imminent 
Default 

Murdock 
Carrousel 

1900 - 2000 Tamiami 
Trail, Port Charlotte, FL see above see above see above see above see above 

Riverbridge 
6702 - 6864 Forest Hill 
Blvd., Greenacres, FL see above see above see above see above see above 

Gateway Plaza 
101 Towne Center 
Blvd., Sanford, FL see above see above see above see above see above 

Ramblewood 
Square 

1201 - 1327 N. 
University Drive, Coral 
Springs, FL see above see above see above see above see above 

Springs Plaza 

1873 - 2401 W. State 
Road 434 & 125 - 165 
Wekiva Springs Road, 
Longwood, FL see above see above see above see above see above 

Oak Grove 

995 State Road 434 
North, Altamonte 
Springs, FL see above see above see above see above see above 

Casselberry 
Exchange 

5803 South U South 
Highway 17 / 92, 
Casselberry, FL see above see above see above see above see above 

Bethany 
Maryland 
Portfolio Address, City, State 

Property 
Type 

Payment 
Status Cur. Bal. 

CMBS; 
Special 
Servicer 

Reason for 
Transfer 

Willow Lake 
Apartments 

13010 Old Stagecoach 
Road, Laurel, MD Multifamily  Current  $296,680,000 

LBUBS 2007-
C1; LNR 
Partners 

Imminent 
Default 

Plaza On 
Westheimer (Fka 
Sendera 
Briargrove 
Apartments) 

6259 Westheimer Road, 
Houston, TX see above see above see above see above see above 

Wyndham Oaks 
Apartments 

2410 S. Kirkwood Road, 
Houston, TX see above see above see above see above see above 

Sendera At 
Champion Forest 
Apartments 

12801 Champion Forest 
Drive, Houston, TX see above see above see above see above see above 

Quail Hollow 
Apartments 

7930 Silverleaf Court, 
Glen Burnie, MD see above see above see above see above see above 

Falls On Bull 
Creek 
Apartments 

8527 N. Capital Of 
Texas Highwa, Austin, 
TX see above see above see above see above see above 

Sendera 
Woodbridge 
Apartments 

14500 Empanada Drive, 
Houston, TX see above see above see above see above see above 

Sendera 
Memorial 
Apartments 

600 Nottingham Oaks 
Trail, Houston, TX see above see above see above see above see above 

Seneca Bay 
3719 White Pine Road, 
Middle River, MD see above see above see above see above see above 

Sendera Sugar 
Ridge 
Apartments 

12903 Sugar Ridge 
Blvd., Stafford, TX see above see above see above see above see above 

Broadmoor 
Apartments 

12001 Metric Blvd., 
Austin, TX see above see above see above see above see above 
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Bethany 
Maryland 
Portfolio Address, City, State 

Property 
Type 

Payment 
Status Cur. Bal. 

CMBS; 
Special 
Servicer 

Reason for 
Transfer 

Chesapeake 
Apartments 

12300 Hymeadow 
Drive, Austin, TX see above see above see above see above see above 

Cedar Creek 
Apartments (Fka 
Woodhill 
Apartments) 

215 Woodhill Drive, 
Glen Burnie, MD see above see above see above see above see above 

Sendera 
Westway 
Apartments 

10580 Hammerly Blvd., 
Houston, TX see above see above see above see above see above 

Promontory 
Point 
Apartments 

2250 Ridgepoint Drive, 
Austin, TX see above see above see above see above see above 

Sendera Park 
Apartments 

1000 Country Place 
Drive, Houston, TX see above see above see above see above see above 

 
 


