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VETERANS IN REAL ESTATE PROGRAM

CCIM Institute is proud to promote a historic initiative to
increase the representation of veterans in our industry.
Through the G.I. Bill, veterans can now receive a full
scholarship to earn the CCIM designation.
Who is eligible?

What does it cover?

Any U.S. veteran or eligible beneficiaries
(spouse or children) may qualify for U.S.
Department of Veterans Affairs (VA)
educational benefits. CCIM Institute’s
designation program is a Non-CollegeDegree (NCD) certificate which has been
approved by the Illinois Department of
Veterans Affairs (IDVA) for use of G.I. Bill
Benefits to cover the cost of tuition and fees.

Eligible veterans and beneficiaries may be
able to receive full benefits based on their
eligibility status and VA Chapter, i.e.
Chapter 33, (Post-9/11), Chapter 30
(Montgomery G.I. Bill), Chapter 1606
(Selective Reserve), Chapter 35 (Survivors
Education Assistance Program).

“This was the most comprehensive pathway I found into the industry.
I was constantly researching the best ways to make up for lost time
and the answers always returned to CCIM Institute.”
- Jeff Guild
Norfolk, Virginia
U.S. Navy Seal, 20 years

Begin your path to the pin today.
Visit www.ccim.com/vets or contact us
by phone at (800) 621-7027
or email at ccimveterans@ccim.com.

*These courses must be completed in Chicago, but a $2,100-per-year travel stipend is available.
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A military base
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PRESIDENT’S

D ESK

Communicating Value
hroughout 2017, the Institute celebrated its golden anniversary. Now it’s time to look ahead to 2018, and the
Institute’s impact on the coming five years and even the
next 50 years. The Institute’s focus centers on four goals:
communications, collaboration, innovation, and membership.
Communication is at the heart of what CCIM Institute does
every day. Our aim is to communicate clearly and get through
the clutter to all constituents, especially prospective members.
Clearly conveyed communications create deeper understanding
about what the Institute is doing, why our leaders are making specific decisions, and how we
are moving forward.
Collaboration is centered on aligning the
Institute’s interest in raising the profile of the
commercial real estate industry by working
with the National Association of Realtors and
NAR affiliates such as SIOR, IREM, and RLI.
Together as the leaders in commercial real estate,
we will make a concerted effort to promote
careers in our profession to high school and college students.
Innovation involves embracing new ways to enhance the
CCIM brand locally, nationally, and globally; to improve CCIM
Ward Center and designation courses; and to advance technology
tools for members, such as the Site To Do Business. Throughout
2018, the Institute will advocate for the approval of continuing
education credit for more CCIM courses.
While the Institute’s stellar commercial real estate training
attracts designees, Membership serves to embrace and retain
them. More resources will be deployed to improve promising
programs such as the CCIM Veterans in Real Estate in conjunction with the U.S. Department of Veterans Affairs. The Institute
plans to expand GI bill funding for veterans to take CCIM designation courses beyond the single location of Chicago to four more
U.S. cities during 2018. Also, the Institute expects to increase
participation in the CCIM Mentor and Mentee Program.
It is a fresh start at CCIM Institute. Thank you for giving me
the opportunity to serve as your president during this crucial
time for CCIM designees, members, and the future generation
of commercial real estate professionals.

T

Life with
The Pin
CCIM Institute provides its members with the
most sophisticated knowledge, technology, and
operational platform to power their business.

CCIM Membership Benefits:
Lifelong Learning
Free and discounted courses covering
crowdfunding, big data, and more.

STDB
The industry’s best digital toolkit for
market analysis.

FindaCCIM.com and
CCIM Connect
An exclusive global network for
business and industry intelligence.

Commercial Investment
Real Estate Magazine
The award-winning publication that
covers market trends and innovations.

Affinity Provider Program
Exclusive discounts on travel, tech
tools, printing, and more.

DealShare
A database of listings not found
anywhere else.

Experience life with the pin.
Visit www.ccim.com/benefits
David P. Wilson, CCIM
2018 CCIM Institute President
dwilson@lockardonline.com
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TO WORK FOR YOU
3,079 WEB PAGE VIEWS

180,410 SF

6 APPROVED BUYERS

14 BIDS

SUBURBAN OFFICE

Ten-X Commercial is the CRE marketplace that goes beyond the usual suspects.
It connects you with unknown buyers across the globe and offers a greater
certainty to close. Sixty percent of our buyers come from out of state.

Ten-X.com/brokers

800-526-6802

TenX RE, Inc./Ten-X, a Licensed Real Estate Broker. CA BRE 01994943. For all other state licensing details visit:
https://www.ten-x.com/company/legal/licensing/ 1 Mauchly, Irvine, CA 92618 800-499-6199.
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TRENDS

Urban Technology
Changes Work
and Life

Top 10 Markets for Industrial
Space in the Last Decade
Total msf
Inland Empire, Calif.
Chicago
Dallas/Fort Worth

QUANTUM COMPUTING
Timing: 3–5 years
n Revolutionizes medicine.
n Eliminates supply-chain inefficiencies.

Houston
New Jersey
Phoenix
Atlanta
Charleston, S.C.
Los Angeles
Philadelphia

Maciej Frolow (top images), liulolo (bottom)

ARTIFICIAL INTELLIGENCE
Timing: 1–10 years
n Expands intelligence.
n Shrinks the job market.
n Focuses on human creativity
and empathy.

INTERNET OF THINGS
Timing: 0–10 years
n Conserves smart resources.
n Ensures greater convenience.
n Uses real estate more intensively.
Source: Cushman & Wakefield

6

January | February 2018

1
2
3
4
5
6
7
8
9
10

# of Properties
131.7
307
108.8
322
100.9
267
63.0
254
54.9
137

43.6
138
37.9
96
37.6
112
20.9
101
17.5
51

Source: Commercial Café

Europe Rises to the Top

“Globally, the top five investors were Hong Kong, the
United States, China, Canada, and Singapore. However,
in addition to being the largest recipient, for the first time in
four years, European capital was the greatest source of total
cross-border investment, surpassing even North America.”
— Cushman & Wakefield

COMMERCIAL INVESTMENT REAL ESTATE

imegastocker

MARKET

Medical Office
Building Forecast
8.5 msf

Cost of
Living
Diverges
in Top 5
U.S. Cities*

CONSTRUCTION: New building falls
below the previous five-year average
for medical office in 2017. The
Midwest and Southern regions will
lead deliveries this year. Almost 9 msf
of space was completed in 2016.

TMSK

40 basis-point decrease
VACANCY: Absorption is strong in 2017,
propelling the overall vacancy rate to
7.6 percent. The rate will stay
tightest in the Pacific Northwest,
Central Plains, and California regions.
In 2016, medical office vacancy
declined by 80 basis points.

604.1

Overall

Housing

Health

312.9

314.1
272.6

268.8
180

169.9

New York City

Chicago

ASKING RENT: West Coast
regions delivered the highest
rents, with several
markets well above
$30 psf in 2017.
The average rent
moved up slightly
to $23.03 psf
nationally.

166.2
124.7

110 110.9 112.4 101.1

0.8% increase

Boston

115.3

93.3

Los Angeles

San Francisco

* 100 = national U.S. average for the cost of living
Source: Sperling’s Best Places

Sylverarts

Top CRE Executives Select
Best Investment Choices

Source: Marcus & Millichap

Victor (buildings)

1 2 3 4 5 6 7 8 9

56%

53%

31%

31%

22%

Healthcare

Industrial

Data Centers

Multifamily

Student Housing

18%

10%

Downtown Office Suburban Office

8%

7%

Hotel

Retail

Source: DLA Piper 2017 State of the Market Survey

CCIM.COM
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Mobile Home and Self-Storage
Deliver Sterling Performance
1Q 2014 through 3Q 2017

Mobile Home

Self-Storage

$1.0

0.6
0.4
0.2
0.0
Q1

Q2

Q3

Q4

2014

Q1

Q2

Q3

2015

Q4

Q1

Q2

Q3

Q4

2016

Q1

Q2

Q3

2017

Source: Trepp

Briefly Noted
Hospitality — The
landscape for hotels is
changing fast due to
geopolitical and economic
factors. Also, technological
disruption, millennials’
cultural expectations, and
new market players are
causing structural shifts.
JLL has identified five
groups of cities that provide
different opportunities
for hotel investors and
developers. The five groups
consist of Global Giants,
with cities such as New York
City and London; Rising
Giants, including Dubai,
United Arab Emirates,
and Shanghai; Gateways,
with cities such as San
Francisco, Singapore, and
Sydney; New World Cities,
with mid-sized cities like
Vancouver, B.C., and Dublin;
and Emerging Hotspots,
such as Bangalore, India,

8
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and Ho Chi Minh City,
Vietnam.
Industrial — Demand
continues to outpace
new supply for industrial
properties nationwide,
according to JLL. Year-todate, the U.S. delivered
161 million square feet of
new industrial property
and absorbed about 165.6
msf. During Q3 2017,
nearly 25 percent of the
total U.S. leasing demand
for industrial came from
e-commerce companies.
Vacancy rates remain steady
at 5.2 percent, and average
cost of industrial space was
$5.40 psf, an all-time high.
Multifamily — The
hurricanes in Florida and
Texas have a cost for the
multifamily sector; many
workers will migrate to

those states for rebuilding
apartments, resulting in a
slower delivery schedule
for the rest of the nation.
Despite the current long
cycle, multifamily continues
to show strength, driven
by the steady tide of
millennials and downsizing
baby boomers and
the healthy economy,
according to Yardi Matrix.
Office — Employers are
seeking office locations
near public transportation,
which offer co-working
and flexible office space
options, according to
Avison Young. Class B
buildings often are being
renovated to Class A-, while
redevelopment continues
to turn obsolete buildings
into apartments, schools,
and self-storage facilities.
The U.S. office market is

immense — about 5 billion
square feet – of which
about 3.3 bsf is located in
suburban markets.
Retail — As shopping malls
reinvent their mix of tenants
and use of space, vacancies
rose to 8.3 percent in 3Q
2017 compared to 2Q 2017,
according to Reis. With
more retailers declaring
bankruptcy or closures,
this trend will continue.
Ten retail companies filed
for bankruptcy during the
first three quarters in 2017,
which is headed toward
eclipsing the 20 retail
bankruptcies during the
2008 Great Recession,
according to AlixPartners.
Despite these headwinds,
asking rents moved up
0.4 percent, while effective
rent rose 0.5 percent,
Reis reports.

COMMERCIAL INVESTMENT REAL ESTATE

ProjectB (mobile homes), Snapphoto (storage)

$ in Billions

0.8

2017 Connect Media
Women in Real Estate Awards
Congratulations to the three CCIMs who were receipents of Connect Media’s
Women in Real Estate Awards. These designees were chosen for their talent,
drive, and fresh ideas.

Sandy Benak, CCIM

Barbara Crane, CCIM

Soozi Jones Walker, CCIM

Director of Corporate Marketing
Granite Properties
Houston

Principal
Barbara M. Crane, CCIM
San Antonio

President/Broker
Commercial Executives
Las Vegas

Learn more about these nominees and the other women honored as part of
Connect Media’s first annual Women in Real Estate Awards at
www.connectconferences.com/women-real-estate-awards-2017

MARKET

FOR ECAST

Rising to the Top
The reasons private equity real estate funds are trending upward.
by Brian Ward

T
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yields. In the late 1990s, it was tech stocks, particularly through
IPOs. Prior to the Great Recession, it was real estate, mortgages,
commercial mortgage-backed securities, and derivatives.
But the rise of debt funds is a longer-term trend that has
been building steadily as commercial real estate capital shifts
from banks and securitized vehicles to nonsecuritized, effectively nonregulated, or rather market-only regulated, forms of
liquidity.
The absence of Lehman Brothers, Bear Stearns, and the true
investment banks of the past is helping to drive this increase in
private equity coffers. Regulated cash requirements have largely
persuaded traditional banks to stay in their lane and leave alternative assets to the other guys.

Alternative Investments
Private equity fund managers are investing the cash those investment banks would have deployed in alternative investment

COMMERCIAL INVESTMENT REAL ESTATE

wildpixel

he commercial real estate industry is experiencing
strong growth in debt funds and a boom among private
equity firms. Within the past year, multiple new real
estate debt funds have either closed or still are raising
billions of dollars.
The four largest publicly traded private equity firms —
Blackstone, KKR & Co. L.P., the Carlyle Group, and Apollo
Global Management — are reporting their biggest quarterly
increase in assets since the third quarter of 2013. The four
firms now manage $921 billion in assets — up 6.5 percent from
second quarter 2017.
These trends affect the securitization market by allowing a larger
spectrum of investors with access to an asset class that requires a
long-term commitment, but that generally offers lower volatility,
higher risk-adjusted returns, and protection from inflation.
A large group of investors always chases the next big asset class
or the next quick, easy return, with the expectation of higher

markets. Without changes to the current regulatory environment, traditional banks will continue to limit their exposure to
commercial real estate.
Traditional banks still can be expected to provide balancesheet loans on a recourse basis to their customers, but they ultimately will adopt a leaner, less back-office-intensive business
model. Similarly, banks will continue to play a role in CMBS
and the overall securitized market, but their business will remain
relatively minor in comparison to the broader capital needs of
the market.
As a result, private debt and private equity will see outsized
growth of capital for deployment. More equity exists in today’s
deals than during the last cycle, and the markets are pricing the
risk correctly for potential future movements in both short-term
and longer-term interest rates.
As stated by lenders, leverages and coverage ratios seem to be
holding. However, the devil is in the details of how the lenders
are underwriting income and expense growth, as well as residual
cap rates. It is evident that the more capital that exists in any
space, the more underwriting standards will be compromised to
compete for good deals and borrowers.
The rise of established real estate developers acting as lenders
through debt investments is part of this evolution. This is not

a veiled attempt at a loan-to-own strategy, but rather a way for
developers to satisfy too much demand from interested partners
compared to the number of viable development deals available.
It also may show developers’ desire to expand to new areas
along the risk curve. In any case, this is preferable to them trying
to force too many new deals or ever-risky transactions simply to
remain productive.
As investors navigate the first quarter of 2018, they should
call on the expertise of fund managers who are closely monitoring where private equity funds are flowing in U.S. and global
real estate. Most important, investors need to determine where
private equity will flow next.
For example, multifamily currently is the favorite asset class,
followed by industrial real estate. Investment in the industrial
market is logical, as the uptick in online retailers is driving a
repurposing of facilities and development of new warehouses
and distribution centers.
While private equity interest in commercial real estate investing continues to build, also look for new opportunities to arise as
asset management firms become full service and innovative loan
structures are introduced.
Brian Ward is CEO of Trimont Real Estate Advisors.

Join CCIM Institute and STDB at
Save the Date:

May 21-23, 2018

Las Vegas Convention Center
Booth #C2020

Members can use the CCIM booth to meet with clients
at the world’s largest retail real estate convention.

CCIM.COM
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CCIM

Q& A

by Sarah Hoban

CIRE: How did you get into
commercial real estate sales?
Macker: I was burnt out on leasing,
and when I joined WESTMAC, I was
T.C. Macker
able to do a sale. Once I did that, I knew
selling was what I wanted to do.
But I needed to educate myself; I don’t even think I could
calculate cap rate. I took the CI 101 class, and all of the sudden,
12
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my calculator became my partner at every meeting. I took all the
classes in about a year and earned my CCIM designation.
Today all I do is sales. I’m mostly selling buildings in the $1
million to $20 million range. I’m below the institutional level,
although I do sell an institutional building occasionally.
My niche is really sales to high net-worth investors and small
funds. I’m geographically focused; my market is West L.A. to
downtown for office and retail on major streets — Sunset Boulevard, Wilshire Boulevard, and Santa Monica Boulevard.

CIRE: Has this focus made you stand out?

Macker: There aren’t many CCIMs doing what I do, so that’s
certainly helped me. I’ve just focused on this particular geography
and made it my turf.

CIRE: What types of marketing have been
most effective?
Macker: I do it all. Snail mail, social media, and I write a blog.
I try to ensure that my name is out there, so that if someone has
a need, I’ll get the call.
I’m active with my high school alumni, I’ve got three kids in
school, and I tell people what I do. I’m not pitching them, but I
don’t just say ‘I’m a commercial real estate broker.’ I say, ‘I sell

COMMERCIAL INVESTMENT REAL ESTATE

Jim Corwin

“I

’m very niche-focused,” T.C. Macker, CCIM, says.
In the competitive Los Angeles real estate market,
that focus has proven successful for Macker,
president and managing director of Coldwell Banker
Commercial WESTMAC. During the past 14 years, he’s earned
a consistent string of awards from Coldwell Banker Commercial,
and was the company’s second-highest producer in 2016.
The L.A. native started his career
as a leasing agent for Grubb & Ellis
and joined Coldwell Banker Commercial WESTMAC in 2002. He talked
to Commercial Investment Real Estate
about how to stand out in a crowded
market.

commercial buildings in West L.A. and if I can ever help you or
someone else, let me know.’

our market is in good shape. Interest rates might climb, but it’s
unclear whether that will have an effect.

CIRE: How do you keep up with marketing trends?

CIRE: What advice would you give to real estate
professionals working in a competitive market?

Macker: I study my competitors; I like to see what they’re
doing. But I also look at residential agents. In their marketing,
they’re often ahead of the commercial side. They’re the first ones
who did drones and virtual tours. So I’m always monitoring what
they’re doing, and I’ve implemented some of the things they do.
For example, I’ve used drones.

CIRE: What do you see ahead for the Los Angeles market?

Macker: We’ve had a nice run in the marketplace. Historically, the market changes every decade. The last time the market
dipped was 2007–2008, and there’s perception out there that it
could happen. However, no signs indicate this will occur.
There are some things that are out of our control — weather
or an earthquake — that would change things. But we have a
lot going for us.
We have a really good job market; we’re the entertainment
capital of the world. We also have a shortage of available properties for office space, and I don’t think we’re over-retailed, so

Macker: I’m always encouraging people to keep your head in,
work hard, don’t overlook opportunities, and always try do the
best for your client. Keep your client first.
If you don’t have a client, make sure that you’re doing everything you can to make those connections. Make sure you’re meeting people who are influencers, owners of commercial real estate,
or people who own companies — and make sure they know
what you do.

CIRE: How has the CCIM designation helped you?

Macker: A lot of times when you’re meeting with someone,
you have to think on your feet. People want answers as quickly
as possible. If you’re fumbling around or you tell them you have
to get back to them, that may be the difference between getting
the business and not getting the business.
Sarah Hoban is a freelance writer in the Chicago metro area.

CCIM DESIGNEE

CHECKLIST

Leverage the power of the CCIM brand.
Add “CCIM” as a certification on LinkedIn
Link to the What is a CCIM page from your email signature
Wear your CCIM pin every day
Use the CCIM logo on all marketing collateral
Share CCIM content, including CIRE magazine articles
Visit CCIM.com to share content, download logos, and
find links.

CCIM.COM
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FINANCING

FOCUS

Cultivating Greatness
How can a company turn an average culture into a great one?
by Bruce Ford

C

14
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In an increasingly collaborative corporate environment, culture is undoubtedly a driving force in the quest to be great,
but how is that defined? When team members enjoy an atmosphere in which they know they are part of something with
a purpose and vision, they work more confidently and efficiently, and deliver more success for the team, the company,
and themselves.
Furthermore, when employees are given opportunities and
encouraged to advance, they feel valued. A company with a
valued workforce, committed to both the company and their
personal success, will attract similarly strong talent, as well as
ensuring company loyalty.

Broader Perspective
The change in current workplace demands is due in large part
to the increasing influence of millennials. However, many of the

COMMERCIAL INVESTMENT REAL ESTATE

Adie Bush

ommercial real estate companies often boast that a
strong workplace culture leads to an increase in productivity and top talent recruitment. Content with an
average culture, many companies, however, get stuck
in their desire to become great.
Companies develop plans designed to drive their employees
through company initiatives and events that ultimately fall short
of the demands of today’s workforce. For example, the move
toward more open and flexible work areas recently has been
implemented widely nationwide. Unfortunately, this creative
workspace movement disregards the interest of those who desire
or are accustomed to designated office spaces, which are not
necessarily spaces with walls but more enclosed spaces.
This is one sign that companies often are reactive rather than
proactive. There is a need to be great, yet average seems to be
the status quo.

plans designed to attract millennials fall short in attracting and
retaining more experienced talent.
These differing preferences present an opportunity for leadership to develop a unique workplace community that reflects
a company’s culture, such as combining open workspaces with
traditional office space elements and creating a comfortable mix
for a diverse workforce. Phone rooms and small conference rooms
also can form places for collaboration, while not impeding on
personal workspace.
In addition to cultivating a great culture through wellorchestrated team-building efforts to recruit and retain top performers, companies also can use the surrounding environment
to align with the desired culture. For instance, a company that
wishes to encourage a playful, collaborative culture in which
all ideas are welcome might select a location where staff can
meet after work to socialize or even form a trivia team. Or a
leader that wants to grow a strong corporate fitness program
might choose an office with a fitness center or within walking
distance of a park.
To further enhance cultures that permeate from the inside out,
commercial real estate professionals can help good companies
use their real estate space to help them become great. Commercial developers offer properties and layouts that encourage

companies to find the right location and environment for their
culture to thrive.
Owners and their representatives can offer curated environments — for example, compatible tenant mixes, creative building events, useful speakers, and attractive amenities — to draw
businesses and give them a sense of community and belonging.
When companies can integrate their office space to align with
and support their desired culture, the company’s culture becomes
stronger, and employees are more loyal and productive.
Commercial real estate organizations can effectively assist
companies in all industries to promote their internal cultures
through curated physical environments that increase satisfaction
across all organizational levels, including millennials, executive
leadership, and clients. When the desired culture of a company
is closely aligned with the look and feel of the workplace, a clear
company vision is presented to workers and clients. This is a
powerful tool for talent recruitment, satisfaction, and retention.
When employees understand the larger vision of a company and
feel like integral members of a team, they will work to drive that
company toward greatness. And who doesn’t want to be great?
Bruce Ford is president of the Southeast at Transwestern, based
in Atlanta. Contact him at bruce.ford@transwestern.com.

Did you know?
The tax benefits of transferring an appreciated stock to the
CCIM Foundation could be substantial.
If you own stocks with large unrealized gains in taxable accounts, there is a valuable tax strategy to
consider. The tax planning benefits of donating appreciated shares of stock result in two tax benefits:
Deducting the amount of the charitable donation, and

Avoiding the unrealized gains on the appreciated shares
To find out how to quickly and easily make a stock donation to the CCIM Foundation visit
www.ccimef.org/give-now.asp

Maximize your tax savings while making the greatest charitable impact to the CCIM Foundation.
The CCIM Foundation is a 501(c)(3) nonprofit organization.
Please consult your tax adviser for more information regarding a stock donation.
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Applied Economics
Look at the obvious and not-so-obvious economic factors to
achieve better outcomes.

iming the economic cycle correctly means everything for
the success of commercial real estate construction projects
and acquisition decisions. Having insight into applied
economics and how it relates to real estate is critical.
It is widely recognized that 11 basic sectors comprise the major
industries worldwide, including consumer staples, energy, financials, healthcare, industrial, IT, materials, real estate, telecommunications services, and utilities. Among each major sector,
more than 50 specific industry groups are derived.
Commercial real estate professionals need to understand those
sectors and how their respective industry groups expand and
contract independently of each other. To make predictive investment decisions, they also must evaluate the effect of supply and
demand, technology supply chain, and the availability of capital.

T

Industry Shifts
An example of the predictive applied economic analysis approach
is the explosion of online orders through Amazon. This has
resulted in huge demand for distribution and fulfillment warehouse space worldwide.
For instance, the Inland Empire region of southern California is one of the leading U.S. industrial warehouse markets,
16
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with millions of square feet of warehouse space. Due to strong
demand, some speculative properties have been built.
As one of the main distribution hubs to the western U.S., the
Inland Empire receives imported goods through the Port of Los
Angeles, which is the busiest port in the U.S. Due to the lack
of existing warehouse space and infill in the Los Angeles and
Orange County markets, opportunities for developers in the
Inland Empire have flourished because of good transportation
corridors and abundant low-cost land.
Further analysis shows that the increased demand for industrial space also creates the need for more trucking facilities, pallet
yards, building supply locations, and equipment leasing yards,
which benefit from the increased demand in just one market sector. This example shows how synergistic economic relationships
and the destructive effects of expansion are important concepts
to understand and take into consideration.
The destructive aspect of expansion in online orders and
technology is the loss of retail jobs and many large retail
buildings going dark. Opportunity, however, is created for
adaptive reuse of those dark centers. Many malls now house
municipal and government entities, pop ups, and even indoor
swap meets.
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by Nathan Bragg

Situational Awareness
Typically, corporate relocation occurs either to reduce costs in
prohibitive tax, regulatory environments, or to use incentives
other municipalities may provide. For example, California’s
Farmer Brothers is a coffee company that packages and supplies
more than 90 million pounds of coffee per year.
Apparently, the company is leaving California to lower its
operating costs and expand to a new build-to-suit facility in the
Dallas/Fort Worth area of Texas. According to the Dallas News,
Farmer Brothers estimates by moving to Texas it will save up to
$20 million annually.
Where does a commercial real estate professional start in the
study and analysis of sectors and industry groups to determine
demand, over capacity, or an increased need for capital expenditures that would lead to building more space? Start by looking at
industry reports and pricing trends in the stock market, as well
as tax rates and the regulatory environment in different states.
An annual report from a leading company in an industry group
will reveal vital data a commercial real estate professional could
use to understand the expansion dynamics of a firm, as well as
the key company officers.
Sometimes trends will be obvious. During the past few years,
many companies have moved out of California, for example, to

During the past few years, many
companies have moved out of
California, for example, to states
where lower tax rates, more
incentives, and fewer regulations
can reduce a company’s
operating cost significantly.
states where lower tax rates, more incentives, and fewer regulations can reduce a company’s operating cost significantly.
Also, the stock market is an anticipatory pricing mechanism
where the market will price a stock or industry group based on
predictive events projected far into the future. The business cycle
and rapidly changing technology will continue to create opportunity for the astute real estate investor and commercial real
estate professional.
Nathan Bragg is managing director at RE/MAX Commercial
Division in Rancho Cucamonga, Calif. Contact him at
nathanbragg@remax.net.

CCIM Development Specialty Track
The CCIM Development Specialty Track program
is one of the industry’s leading continuing
education concentrations, providing commercial
real estate developers, investors, and
consultants with a comprehensive understanding
of the entire process of development from due
diligence to disposition. The program content is
structured around the Real Estate Development
Matrix developed by Daniel Kohlhepp, Ph.D.,
of the world-renowned Johns Hopkins Carey
Business School.

Next Classroom Courses:
Introduction to
Development Workshop
Date: May TBD
Location: Vancouver
Date: September 26-28
Location: Phoenix
Tuition:
Member: $985
REALTOR®: $1,135
Non-member: $1,285

Course Formats:
Classroom and Online Instructor-Led

To learn more visit www.ccim.com/dev-track or call (800) 621-7027, opt 2
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Avoiding Deadlock
Advance planning minimizes the impact of business breakups.
by Ryan Olson

B
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professional differences between business partners, disputes can
arise in many ways.

Countering Deadlock
A deadlock is a specific type of dispute that occurs when business
partners cannot agree on one or more material issues affecting the
business, leading to company paralysis. To minimize the negative
impact of a potential deadlock, business owners are advised to
agree on a deadlock resolution mechanism when starting new
businesses or when a change in ownership structure occurs.
If a company’s governing instrument does not outline agreedupon deadlock resolution mechanisms, the deadlock and fate of
the company will be subject to resolution by the courts. In the
worst-case scenario, the result could be a costly forced sale or
dissolution of the company.
Corporate management structures evolve over time. Don’t
leave the fate of your company and its financial future up to

COMMERCIAL INVESTMENT REAL ESTATE

KTSFotos

usiness breakups often involve bruised egos, emotional
sparring, and financial consequences. The complexities
of resolving professional disputes or dissolving a professional connection can make business relationships even
more fraught than personal breakups. The significant financial
and professional consequences for all parties involved can be even
worse, if not they are not planned in advance.
When disputes between business partners occur, having the
appropriate dispute resolution procedures in place minimizes the
financial risk and uncertainty. Clearly defining the contours of
the business relationship at the start can help manage expectations, set collective goals, and ensure that those involved have
the same understanding.
No matter how positive the outlook may be for a business
relationship at the beginning, circumstances change, resulting in
different perspectives, priorities, and preferences. From financial
challenges, shifts in the marketplace, or genuine personal or

someone else. Agree on a deadlock remedy before those situations arise. Some
commonly used mechanisms for resolving
a deadlock include the following.
Russian Roulette: A Russian roulette
provision requires one of the two deadlocked parties to serve a notice on the other
party. The serving party names an all-cash
price at which it values a half interest in the
business. The party receiving the notice
can opt to buy the other party out or sell
out to the other party at that price.
Texas Shootout: Another dramatic
solution is a Texas shootout, where each
party submits a sealed all-cash buyout bid
to an umpire. The highest sealed bid wins, and that bidder must
then buy and the loser must sell the other its share in the business.
Mexican Shootout: This variation on the Texas shootout
requires both parties to submit sealed bids indicating the minimum price for which they would be prepared to sell their share
of the business. The highest sealed bid wins, and that bidder buys
the loser’s share at the price the loser submitted.
This list is not comprehensive, and the appropriate solution for

any given company depends on the individual company circumstances.
Also whenever possible, deadlock resolution mechanisms should be used only
as a last resort. It typically is advised that
deadlocked parties should be given a
period of time, such as 15 to 30 days, to
try and work things out between themselves without any third party intervention. If that stalls, the parties should have
another 15 to 30 days to mediate with a
neutral third party.
If a deadlock still exists after mediation, then one of the three deadlock
mechanisms can be used to avoid court
intervention. With the deadlock mechanism clearly defined in
the company’s governing document, the expectations of the parties will be appropriately managed. As a result, the court will be
prevented from dissolving or forcing a sale of the company if a
corporate stalemate occurs.

The complexities of
resolving professional
disputes or dissolving
a professional
connection can
make business
relationships even
more fraught than
personal breakups.

Ryan Olson is an associate at Dawda, Mann, Mulcahy & Sadler,
PLC, in Bloomfield Hills, Mich. Contact him at rolson@dmms.com.

Life with
The Pin
CCIM Institute provides its members with the most sophisticated
knowledge, technology, and operational platform to power their business.
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Truly, Madly, Deeply
Mobile

New CRE platforms facilitate a truly mobile office.

by Sara S. Patterson

N
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Livingston installed the VTS app on his smartphone, so a text
message pops up when one of his team brokers is touring a building with a prospective client. “VTS has improved my interaction
with the leasing team by 100 percent,” he says. “The mobile app
allows all of us to pull the data in real time.”
Managing 3.5 million square feet of property, Livingston now
has instant access to data that he cannot remember off the top
of his head.

One-Stop Shopping
Another new platform, Workspace, also helps commercial real
estate professionals be more effective in their careers. “Workspace
creates collaboration and transparency by serving as one portal
for the property management group,” says Shane Froman, vice
president of property management at Lincoln Property Co. in
Atlanta. “It contains modules for asset management, leasing,
accounting, and property valuations all in one system for onestop shopping.”

COMMERCIAL INVESTMENT REAL ESTATE
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ewer, powerful technology streamlines processes that
used to take hours to collect from multiple sources.
Some new products allow commercial real estate professionals to view their client files, property listings,
and presentations on their smartphones and tablets anywhere
and anytime.
VTS is one platform that is savings users plenty of time. Before
VTS, Albert Livingston, CCIM, used Excel spreadsheets to
compile biweekly reports on his team’s leasing pipeline.
“Now I pull up the VTS program and slice and dice the portfolio by submarket and by city, and all the information is in one
place,” says Livingston, national director of asset management
and a partner at TerraCap in Tampa, Fla. “In my office, all of
the brokers and accounting team update building data into this
program. I can see real-time rent rolls, pull up lease abstracts,
evaluate the rollover by year, and find out what industries tenants
are in, and the strata of deals in our leasing pipeline. The data is
all in one format, it’s easier to digest, and it saves a ton of time.”

Previously, Froman and his team used multiple systems, including VTS for leasing, Angus software for systems, AvidXchange
for accounts payable, and MRI for accounting. While his team
continues to use MRI, Workspace replaces the other programs.
“The cost is less than paying for multiple systems,” Froman
says. “Through its efficiency, the teams can be more customeroriented.” Also, on his iPad, he can locate and find everything at
his fingertips wherever he roams.

On the Move
On the other hand, Nick Miner, CCIM, uses the RealNex system and app for client relationship management. “The new app
allows me to access all the data, giving me the ability to be more
mobile,” says Miner, senior vice president at Orion Investment
Real Estate in Scottsdale, Ariz.
Previously, he had tried Act!, CoStar ARES 2000, and Realhound. Miner made the move to RealNex, which was previously
REA, because he thought it was more stable and robust than
other CRM programs.
“You have to take the time to learn the system,” Miner says.
“And you also have to take a step back and figure out your personal workflow.”
When he travels, Miner can maintain his office on the road
with just his iPhone and iPad. “As an investment broker, it’s

important to have this data at my fingertips,” he says. “I can email
and return calls on a property wherever I am.”
As a CCIM senior instructor, Tom Bothen, CCIM, has
to be organized when he is on the road teaching. For his
business, he uses LoopNet extensively when he is seeking
properties for clients to buy or lease. For more research details,
Bothen searches CoStar for specific and detailed property
information.
For market analysis and creating client presentations, he uses
the BAO portion of CCIM’s Site To Do Business. For aerial
maps to use for market analysis, Bothen turns to Google Earth.
Using Google Earth, he recently looked at all the buildings for
sale in Chicago’s CBD close to the building his firm was selling.
Next door to the building, Bothen saw a computer data storage
facility that could be a potential buyer. His call to the company
turned into negotiations to buy the building.
“I figured this out in three minutes instead of traveling downtown and walking around,” says Bothen, director of investment
analytics at One Chicago Realty in Oak Brook, Ill. “With all
these tools, in an hour I can do what used to take days to accomplish. The accuracy of the information is much better.”
Sara S. Patterson is executive editor of Commercial Investment
Real Estate.

Build More Business Referrals
Advertise in CIRE Magazine to connect with 13,000 members in the CCIM global community.
CCIM business owners receive a 20% discount on select ads.

Learn more at www.ccim.com/advertising
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An Indiana military base closure turns
into a successful downtown.
by Marci A. Reddick
With every new year’s federal budget comes the
threat of military base closures nationwide. Not
surprisingly, the U.S. Congress shot down the idea
in 2016. During an election year, elected officials
will not support a budget that could possibly place
constituents out of work and leave thousands of
acres of unused land.
A closed military base, however, does not necessarily result in an economic death sentence. A base
closure can give local leaders a blank slate with
enough physical space to create exactly what their
community needs.
For example, Lawrence, Ind., needed a downtown — a central community space that it lacked
during its nearly 170-year history. The base closure
of Fort Benjamin Harrison in Lawrence provided
22
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an opportunity for local leaders, residents, business owners, and developers to craft a new future
for the city.

Community Evolution
In 1991, the federal Base Realignment and Closure Commission determined the 2,500-acre Fort
Benjamin Harrison U.S. Army Base was no longer
needed to support the military’s overall mission.
Following final approval from U.S. Congress to
close the base, the state of Indiana acquired 1,700
acres of Fort Harrison to create a new state park,
leaving 800 acres without a definitive purpose.
To ensure those 800 acres did not turn into an
overgrown eyesore, state, county, and city leaders created the Fort Harrison Reuse Authority. Its mission
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was to reimagine and redevelop the former base as a modern
downtown bustling with businesses and homes.
To create a new community, the FHRA first needed
financial resources to initiate several major improvements.
The funding would go toward repairing and replacing
roads, renovating buildings more than a century old, and
installing new infrastructure, including a multi-milliondollar bridge to connect Fort Harrison to the surrounding community. Also, the organization needed to develop
incentive packages for prospective developers.
Understanding the FHRA’s challenge, Indiana lawmakers moved to set FHRA and the future of Lawrence on
the path to success. Within the state statute that formally
created FHRA, state legislators had designated the area as
a Tax Increment Financing district.
A TIF district is a common funding formula communities nationwide use to spur development. Since the FHRA’s
property is federally owned land, it is not required to pay
real estate or property taxes. As a result, the FHRA retains
100 percent of the incremental revenue when the property
is sold and redeveloped. This has been instrumental in supporting 20 years of economic growth.

Witold Skrypczak; Peter Dazeley

Community Planning
With hundreds of acres of land and thousands of
square feet of available building space, it’s tempting
for economic development organizations to greenlight
redevelopment projects that are not good for the long-term
community health.
Throughout the 20 years of FHRA’s existence, however,
its board and community partners have stuck to the tenets
of the original Planned Unit Development Ordinance for
Lawrence Village.
FHRA has purposely not pursued development that
would be inconsistent with the PUD and has approved
development to provide long-term benefits to residents and
businesses.
The PUD created development standards to support the
creation of an aesthetically pleasing destination for Lawrence
Village. Those standards, such as requirements on building
materials, architectural style, rooftops, streetscapes, and
parking, protect both citizens and investors.
The standards celebrate both Fort Harrison’s past and its
future by embracing all modes of transportation, including
automobiles, mass transit, cycling, and walking; requiring
sustainable infrastructure and green buildings; and balancing a mix of land uses with intriguing art and architecture
to create variety and green space.
Community partners have played crucial roles in the
development and adherence to the PUD. Those partners include the City of Lawrence, local area chambers
of commerce, citizen groups, and organizations such as
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Browning Investments, an Indianapolis-based investment firm that has partnered with the FHRA to foster
business development.
Each of those partners has promoted and shared that
vision with prospective developers, aiding the FHRA in
its greatest challenge: changing the public perception of
Fort Harrison and persuading people to believe in the new
community.

Community Redevelopment
To date, the FHRA has redeveloped 778 acres of land on
the former army base and is headed toward the final phase
of redevelopment in what is now known as Lawrence Village. Due to the long-term communitywide effort, Fort
Harrison has been transformed into a downtown space.
The former fort has become a walkable downtown, with a
business and residential district where multiple generations
live, work, and play.
This area includes a 1,700-acre state park, a golf course,
and popular restaurants. Currently, more than 80 homes
and several apartment complexes are close to these amenities. The local business community includes innovative tech
companies, engineering and logistics firms, and start-ups,
close to an Ivy Tech Community College campus.
The new development preserved the history of Fort Harrison. The living quarters of our nation’s top military officers have been transformed into $500,000 private homes.
Former army barracks have been converted into condominiums and office space. A former mule barn turned into
a local craft brewery.
Current projects include a new library and a third section
of single-family homes designed by David Weekley Homes.
His residences at Lawrence Village have been popular, with
the pace of sales exceeding projections.
Also, construction will begin on a third apartment
community in 2018. With two other multifamily projects near capacity, the current housing projects will help
meet the demand.
FHRA’s last major piece of available land is roughly 20
acres of desirable property. As with the previous development projects, the FHRA will proceed by thoroughly
evaluating whether a proposed development project will
add to the FHRA’s vision of the new downtown Lawrence,
and whether the project will serve those who live, work, or
visit the city.
The finish line is not yet in sight, but it is not far off either.
What many considered a doomsday scenario has instead
produced a beautiful new space for people in central Indiana.
Marci A. Reddick is president of the Fort Harrison Reuse
Authority Board of Directors in Indianapolis. Contact her at
mreddick@taftlaw.com.
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by Beth Mattson-Teig

ECONOMIC
RESILIENCE
Economists predict slow, steady growth in 2018.
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Positive Momentum
Across the board, economists are predicting that gross
domestic product growth will continue at a rate of 2 to
2.5 percent for the next two years. “Although that growth
rate does not sound exciting for many people, from a commercial real estate perspective, it is a good growth rate,”
Thorpe says. In fact, a 2-percent GDP falls right in the
sweet spot for commercial real estate, he says.
That modest growth is good enough to generate jobs
and healthy demand for real estate across most sectors. But
because it is not too good, it also keeps interest rates and
inflation low, he says.
Everyone is asking whether the current prolonged cycle
is winding down, or if there is still room for late-cycle
momentum. The answer is not that simple, because different countercurrents run through the economy. The
property markets and conditions also vary by city and by
submarket, notes Hans G. Nordby, managing director of
CoStar Portfolio Strategy in Boston.
The outlook for the broader U.S. economy is that it is
in the eighth inning of a 13-inning overtime game. There
continues to be many positive forces fueling economic
expansion, including steady job growth, increasing household formations, strong consumer confidence, low interest
rates, low fuel prices, and a recent surge in values in the
stock market during the past year.
“Suffice it to say that most of the near-term leading indicators are flashing pretty bright green,” Nordby says. “We
don’t have a reason to expect a recession in the U.S., barring
an ignominious shock, for the next 12 months.”

Volatile Political Landscape
Certainly any number of potential risks or shocks could
pop up to slow or stall economic growth, including
geopolitical risk, inflation, rising interest rates, and a
labor shortage.
“The primary risks our economy faces right now are
political risks,” Thornberg says. Much of that concern is
focused squarely on President Trump.
Twitter wars aside, some economists are concerned about
how President Trump and his administration will move
forward on foreign policy and trade agreements. Will President Trump and the U.S. Congress will be able to deliver on
campaign promises related to healthcare and fiscal stimulus? Since Congress recently passed tax reform, it is not
clear how markets will react to that and how it could shake
confidence in the economy.
The tight labor market, with U.S. unemployment hovering at 4.2 percent, also is viewed as a potential risk to
economic growth. “We’re running out of people who are
worth hiring, and we don’t let educated immigrants stay
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f there is one word that sums up the state of the U.S.
economy these days, it’s resilient. The prolonged economic growth cycle hasn’t been terribly exciting or
robust, and at times, progress has been downright
choppy. But it has proven to have staying power, and economists are anticipating that the current economic cycle
could turn out to be a record-breaker.
The economy has performed well during the past year.
Issues with North Korea and rampant tweets from President Donald Trump, as well as no results on healthcare
reform, immigration, or infrastructure spending, have not
derailed it, notes K.C. Conway, CCIM Institute chief
economist for 2018 and director of research and corporate
engagement for the Alabama Center for Real Estate at Culver House College at the University of Alabama.
“The economy has been pretty resilient, and I think
the fundamentals are in place for the economy to stay resilient,” he says.
“Throughout this expansion, there have been several curveballs thrown at the U.S. economy,” agrees Kevin Thorpe,
global chief economist at Cushman & Wakefield. Curveballs
include Brexit; China’s economic slowdown; volatility in the
stock market; highs and lows within market segments in tech
and energy; as well as political uncertainty. Yet the economic
expansion has weathered those ups and downs.
“There is a resiliency to this expansion in the U.S., that
on the commercial real estate side, you have to feel pretty
confident about,” he adds.
Barring any unforeseen disruption, January will mark the
102nd consecutive month of the economic recovery, making it the third longest since World War II. The recovery
from 1991 to 2001 was the longest at 120 months and from
1961 to 1969 the second longest at 106 months. Leading
indicators suggest that the current cycle could reach and,
even exceed, those previous highs.
The natural tendency is to look at the long-running
recovery cycle and assume that, after eight or nine years of
growth, an end point in the cycle must be looming right
around the corner.
“Expansions don’t die of natural causes,” says Christopher Thornberg, Ph.D., founding partner of Beacon Economics in Los Angeles. “They don’t just run out of steam
because they are old.”
Generally, some shock occurs to the system that brings
on a downturn. Despite the many conversations about this
being late in the cycle, there is no reason to expect a recession anytime in the near future, Thornberg says. There are
certainly issues in the economy, but there are no looming
problems in the credit markets, no major oversupply, and
no problems related to too much borrowing or too much
spending, he says.

once they have graduated,” Nordby says. “There are real
labor force constraints.”
Legal immigrants to the U.S. typically are those with the
highest skill levels who can pay the most taxes and grow the
economy. It is becoming harder for those people to enter
and stay in this country, he adds.
Some economists point to factors that counteract the
labor shortage. Increased automation is eliminating some
lower-level jobs. In addition, trade groups and community
colleges are working to improve training and marketing
of alternative jobs and careers in fields such as advanced
manufacturing or 3D printing.
The total U.S. unemployment rate, including recent college graduates, underemployed workers, or those that have
been unemployed for more than a year, is about 8 percent.
“That tells us that we do have the capacity in the workforce,
but our gap is how we get them the skillset that they need
to participate,” Conway says.

Commercial Real Estate Transaction Volume
Forecast

Actual

16-Year Avg. (294)

Billions of Dollars

$572

$371

$547
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$432

$496
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$364
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$235
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Sources: 2001–2016, Real Capital Analytics; 2017–2019, ULI Consensus Forecast.
Note: The previous ULI Consensus Forecast (released in April 2017) projected $450 billion,
$450 billion, and $430 billion respectively, for 2017, 2018, and 2019.

Industrial/Warehouse Availability Rates
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Mixed Economic Signals
Overall, most agree that the commercial real estate market
is in a mature stage of the cycle, with decelerating growth,
higher property values, and lower returns. Those market conditions make investing more difficult, as investors
look to achieve higher returns, while still being mindful of
mounting risks.
“It’s not like it was a few years ago when you could
pretty much buy anything in a healthy city, and it was
likely to perform reasonably well,” Thorpe says. “At this
stage of the cycle, real estate is intensely local. Within
certain cities, some submarkets will thrive, and others
will struggle.”
Each of the four core property sectors — multifamily,
office, industrial, and retail — are at different stages of the
cycle and face different headwinds and tailwinds.
Industrial continues to be the darling of the industry,
with plenty of room to run. Although rent growth is slowing, the sector is still experiencing high absorption levels.
Vacancies are expected to maintain below-average levels
between 7.7 and 7.9 percent for the next two years, according to the ULI Fall 2017 Real Estate Economic Forecast.
E-commerce has been a big engine for industrial growth.
“Our industry seems only to talk about e-commerce, but
ultimately it is linked to the consumer,” Thorpe says.
The demand is increasing for a multitude of products
from clothing and groceries to electronics and building
materials. E-commerce only accounts for about 20 to 25
percent of all leasing.
The rest of it is all linked directly to the consumer for
manufacturing, shipping, and storage of goods. “There are
many engines driving the industrial boom, and not just
one,” Thorpe says.
Office fundamentals are expected to remain relatively
stable. The ULI Forecast calls for vacancies to tick up
slightly higher from 13 percent at the end of 2017 to 13.4
percent by the end of 2019, while rents will continue to grow
at a rate of about 2 percent per year for the next two years.
The key message in office is “go new or go home,” Thorpe
notes. Since 2012, more than 70 percent of the office space
absorption has been concentrated in new, high-quality
Class A space.
That is clearly what tenants prefer. In addition, central
business districts will continue to outperform, as it is where
most people, including millennials, want to work. Millennials gradually will shift to the suburbs, but that transition
is still five or six years off, he adds.

Challenges Ahead
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Sources: 1997–2016 (Q4), CBRE; 2017–2019, ULI Consensus Forecast.
Note: The previous ULI Consensus Forecast (released in April 2017) projected 8.0%, 8.0%,
and 8.4%, respectively, for 2017, 2018, and 2019.
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Multifamily is under more scrutiny, as vacancies have started
to tick higher, and a big load of new projects has been completed in 2017 or underway for 2018. Reis’s 2017 Q3 data
showed that vacancies increased in 50 of 79 markets.
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Nature’s Disruptors
by K.C. Conway
Natural disasters can do more harm to commercial real estate markets than technology disruptors. Hurricanes Harvey
and Irma devastated parts of Texas, with 28.3 million people, and Florida, with 21 million residents. These two populous
states produce 14 percent of the nation’s $18.9 trillion of annual gross domestic product, according to the Q1 2017
Bureau of Economic Analysis regional and state GDP statistics.
On many fronts, Harvey and Irma were unprecedented. Not only was 2017 the first time that two category-4 hurricanes struck the U.S. in one year, but combined, these two storms represent the cost of two hurricane Katrinas, according to the Insurance Information Institute. The bigger story to the U.S. commercial real estate industry, though, is that
the disruption these two storms will have on both the U.S. commercial real estate properties will be material and lasting,
extending into 2020. How? The impact will come from higher construction costs and likely double-digit inflation in both
building materials and construction labor.
Engineering News-Record tracks construction economics. A year ago in its Q3 2016 report, ENR reported 2- to 4-percent increases in its builder construction cost indexes due to residential housing costs up 5 percent and labor shortages
in construction up 3.5 percent. ENR’s 20-city construction cost index showed annual inflation of 2.7 percent — compared to hot real estate markets like Denver at 4.5 percent and Pittsburgh at 6.7 percent.
The most recent Q3 2017 ENR report shows the hurricanes’ damage boosting inflation and contributing to growing
labor shortages. The construction cost of labor has already risen to 4.3 percent, and building cost inflation for materials,
such as lumber and gypsum board, has climbed to 3.6 percent.
Although it is too early to quantify the storms’ impact on construction costs, industry experts that track construction
economics warn that it will be significant. Construction cost increases in 2018 will likely be double those of 2017, and
they were already under pressure from a recovering economy and growth in housing construction.
Engineering and insurance economists refer back to storms like Katrina, Andrew, and Hugo as support for their forecasts that it will take one to two years before the full ramifications show up in construction cost escalation. After Hurricane Katrina, the most noticeable spike in construction costs came a year after the storm.
What does all this mean for the commercial real estate industry? Construction projects already underway will encounter material cost overruns.
Are lenders prepared to fund these? Are developers prepared to cough up more equity? They probably will, but some
less essential projects may be deferred until material and labor costs come down in the second half of 2019 and 2020.
The answer to all these questions is to expect a material and lasting impact into 2020. It is time to be thinking how
hurricanes Harvey and Irma influence the broader commercial real estate industry.
K.C. Conway, MAI, CRE, is the CCIM chief economist.

Top Costliest Hurricanes in U.S. History*
(in billions of dollars)

$49.8

$24.5

$19.9

Katrina

Andrew

Sandy

Aug. 2005

Aug. 1992

Oct. 2012

$14.0

$12.5

$9.3

$8.9

Ike

Wilma

Charley

Ivan

Sept. 2008

Oct. 2005

Aug. 2004

Sept. 2004

* All cost estimates represent insured property losses adjusted to 2016 dollars.
Source: Insurance Information Institute/Karl Gelles, USA Today
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“More than half of markets have excess supply that is
affecting vacancy rates and slowing down rent growth,”
says Barbara Denham, senior economist at Reis in the New
York City metro area.
Those apartment markets that are hurting include
smaller cities, such as Oklahoma City; Little Rock, Ark.;
and Tulsa, Okla., as well as major metros. New York City
has struggled more recently due to overbuilding and flat
rent growth, while San Francisco and Boston also are flat.
“Markets that have been overbuilding have suffered a bit
because of retrenchment and some slight declines,” Denham says. Overall, relatively healthy occupancy exists in
apartment markets, she adds.
The ULI Forecast predicts that vacancies will climb
from 4.8 percent in 2017 to 5.1 percent by the end of 2019.
However, those levels are still below the 20-year average
of 5.4 percent.

Office Vacancy Rates
16.5% 16.4% 16.0%
13.6%

Actual
15.4%

14.1%

14.9%

12.5% 12.5%

Forecast

20-Year Avg. (13.5%)

13.9% 13.1% 12.9%
13.0% 13.1% 13.4%

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Sources: 1997–2016 (Q4), CBRE; 2017–2019, ULI Consensus Forecast.
Note: The previous ULI Consensus Forecast (released in April 2017) projected 12.6%, 12.5%,
and 12.6%, respectively, for 2017, 2018, and 2019.

Retail Availability Rates
Actual
12.6% 12.9% 13.0% 12.6%
10.8%

7.4%

8.1%

11.9%

Forecast
11.3% 11.1%

20-Year Avg. (9.8%)

10.1% 10.1% 10.2% 10.3%

9.0%

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Sources: 1997–2016 (Q4), CBRE; 2017–2019, ULI Consensus Forecast.
Note: The previous ULI Consensus Forecast (released in April 2017) projected 10.1%, 10.0%,
and 10.1%, respectively, for 2017, 2018, and 2019.

28

January | February 2018

Within multifamily, some submarkets nationwide have loads of new supply, and
other submarkets have very limited new supply. Atlanta’s
Midtown market, for example, has 26 percent of its total
Class A inventory currently under construction.
“There are big differences between cities, submarkets,
and class types,” Nordby says. In addition, emphasis has
been more concentrated in high-end, Class A projects.

Bumpy Ride
On the retail front, store closures and retailer bankruptcies
are battering brick-and-mortar retail. According to a retail
report from Cushman & Wakefield, an estimated 10,000
stores were expected to close in 2017, which was more than
double the nearly 4,000 stores that were shuttered in 2016.
Malls are taking the brunt of the retailer shake-out, and
more closings are certain for 2018. The vacancy rate for
malls increased 20 basis points to 8.3 percent in third quarter 2017, according to Reis.
Most of J.C. Penney’s and Macy’s announced store closings
have occurred already, while Sears recently announced 63
more stores to close in late January. However, those closures
are not having a big impact on nationwide vacancy numbers.
The closure of a huge anchor store reduces foot traffic
and creates more dark space in a mall, Denham notes. The
whole reorganization of the mall industry will continue to
be a big issue in 2018, she adds.
The 2017 holiday shopping season will likely result in
more fallout. “Retailers are not going to throw in the towel
until after the holiday sales are done,” Nordby says.
That news is going to hit in January 2018, and that will
likely create more excess space. “In January, we’re going to
be talking about more store closures, and there is going to
be a lot,” he says.
Retail is clearly a sector in transition. However, the retail
climate is not as bleak as some of the news stories suggest.
“The good news is that developers are not building retail
like they had been prior to the Great Recession, and we’re
still seeing a decent amount of net absorption in some markets,” Denham says.
Although some soft spots exist in specific markets and submarkets, the overall outlook for the economy and commercial
real estate remains positive for 2018 and likely into 2019.
“The pattern of 2-percent growth has been so consistent
throughout this expansion, and it has created anxiety in
some people who think we should be growing at a faster
rate,” Denham says. “It is my view that this slow, steady
expansion should continue at the same pace, just for the
reasons that it has stayed at this pace — that it is a healthy,
sustainable rate of growth.”
Beth Mattson-Teig is a business writer based
in Minneapolis.
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3164
Out of some 2,000,000 real estate licensees in
the U.S., and even more abroad, an elite few have
earned the highest designation in the industry: The
Society of Industrial and Office Realtors. SIOR.
Reserved for today’s most experienced brokers.
Hire an SIOR today and access the most trusted
resource in commercial real estate.

If you’re a broker that has what it takes to be the best
and you’re not an SIOR, let’s talk. www.SIOR.com

INDEPENDENTS’

POWER
CCIM entrepreneurs rely on their investment
knowledge, market insights, value creation,
and the credential.
by Sara S. Patterson

Turning Risk into ROI

Orla

Individual
ambition,
competency, and distinct marketplaces contribute
to the success of a startup business. For CCIM designees heading up their own businesses, the Institute’s technology; investment and market knowledge; and business referrals spur their success.
While the access to CCIM resources allows their
practices to compete with bigger players, CCIM
entrepreneurs also focus on unusual expertise, specific geography, and narrowly focused niches to
stand out.
Lee Wheeler, CCIM, promotes his firm as being
a resource for solving his client’s problems, ranging from finding an electrician to buying multiple
properties for an investment portfolio.
“Through the years, my business has built our client relationships by being the resource to solve their
problems — big and small,” says Wheeler, owner
of Wheeler Commercial in Beaumont, Texas. “We
focus on the clients and the clients’ problems. Our
business is all about building relationships.”
For many CCIM designees launching their own
businesses, the No. 1 goal is using their investment
knowledge to grow their clients’ business.
“In 1992, I sold a small hotel to a client for
$450,000,” says Earle Wason, CCIM, president of
Hospitality Real Estate Brokerage Group in Portsmouth, N.H. “He placed $18,000 of the purchase
on his credit card. During the past 25 years, I have
helped him buy properties, using 1031 like-kind
exchanges and other resources to grow his company.
Today he owns 55 hotels.”

Launching a business comes with many challenges.
“I want to keep expenses low and work on a fixed
budget, and I am always short on time,” says Robert Hand, CCIM, owner of Louisiana Commercial
Realty in New Orleans and Mississippi Commercial Realty in Hattiesburg, Miss. “The good news
is that I am forced to be creative to solve problems.
“The way I build business is to tell prospective
clients how I’ll help them. If I show clients how I
can provide a higher level of service, they will do
business with me instead of their fraternity brother
broker because I show them how to make money.”
Starting his career as a mechanical and software
engineer, Tim Vi Tran, CCIM, CIPS, dabbled in
commercial real estate investments for eight years.
Ten years ago, he took the plunge and launched
his own company, which today also includes five
independent consultants. Collectively, the team
members speak five different languages — English,
Cantonese, Mandarin, Vietnamese, and Hindi.
“We are able to speak to our clients in the language
in which they are most comfortable and understand,”
says Tran, president of The Ivy Group in Fremont,
Calif., who was born in Vietnam to Chinese parents.
“I became involved in my local community to help
build my business. People in the community learn
about you and know you are a trusted leader.
“Local and international clients come to us
because of our knowledge. Our business is a combination of cultivating trust; our diverse languages
and cultures; and the coveted CCIM designation.”
Belonging to CCIM helps designees along their
journey to becoming entrepreneurs. Usually it’s a
combination of the Institute’s resources and training that gives them the foundation, confidence, and
tools to advance their businesses.

Cultivating Team Members
Like many small business owners, George Larsen,
CCIM, first worked for other companies to gain
experience. He opened his own firm in 1985 after
progressing from a successful agent to team trainer
to broker managing agents.
“Being good at managing people was my route to
independence,” says Larsen, owner of Larsen Baker
in Tucson, Ariz. “The progression of responsibility
gave me a wider breadth of experience and empathy
for my team members.”
With his focus firmly on doing what is best for
his clients, Ron Koenigsberg, CCIM, hires experts
in commercial real estate and marketing to advance
his business.
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“It’s through this team approach and team of professionals that we’re best able to service all of our clients’ needs,” says Koenigsberg, owner of American
Investment Properties in Garden City, N.Y. “We only
do investment sales within our local marketplace.
Through the years, our business has progressed into
larger transactions and more complicated assignments. We have become the dominant local market
leader and market experts.”
Koenigsberg has structured his business only to
work for sellers who own commercial real estate property. His team only sells exclusive listings and focuses
on Long Island in Nassau and Suffolk counties.
“By aligning our interests with our customers, we
can best optimize commercial real estate profits,”
Koenigsberg says.

Creating Value
Starting his career as a commercial appraiser in early
2000, Brian Frank, CCIM, GAA, MRICS, opened
his own business in 2008 after his employer discontinued business operations. By 2009, he earned the
CCIM designation to learn more about commercial
real estate from the investors’ perspective.
“This perspective distinguished my business from
other appraisers’ firms,” says Frank,
owner of AKA Accurate Services
LLC in Chandler, Ariz. “We look at
values based on a five- to seven-year
holding period. Earning the CCIM
was one of my best business decisions of
my career.”
Sometimes the best deal is the deal that doesn’t
get done, according to David Ahn, CCIM, owner
at CRE/Companies in Los Angeles. He finds that

Finding the Right Niche
by Sara S. Patterson
Developing a specific niche helps independent business owners
become successful. The choice depends on the commercial real
estate professionals’ individual strengths and varies widely.
DOWNTOWN NICHE. Growing up in downtown Boise, Idaho,
Jay Story, CCIM, left the city for undergraduate and graduate
school. But he returned to his birthplace to start his first professional job.
“Boise has become a destination city for Idaho,” says Story,
owner of Story Commercial in Boise. “My passion is working
with buyers and sellers from different property sectors in downtown Boise within a 1.4-square-mile area.”
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persuading a new client not to do a deal can set the
stage for a long-term client relationship.
“One of our larger clients gave us their entire book
of business because we told them not to do a deal,”
Ahn says. “The firm’s president told me, ‘No one ever
told us that before.’ ”
Ahn structured his firm to be client-centric, not
task-oriented. As a result, his team can build relationships with clients and offer a wider variety of
services, including due diligence, real estate analysis,
and expert witness services.
“If I were in a larger brokerage, I would have to
focus on a specific area and could not explore all avenues of the commercial real estate industry,” Ahn says.
Value creation works to wow new clients. “I
don’t expect an opportunity until I create value for
a prospective client,” says Drew Augustin, CCIM,
owner of Alliance Commercial Group in Indianapolis. “I collect clients’ goals up front. We start
with the end in mind and show the clients where
we are going and why.”

Leveling the Playing Field
Throughout its 51-year history, the Institute has
always provided superior technology for its members. It helps the smaller companies compete with
larger firms.
“Belonging to the Institute gives you a superior
playing field,” Hand says. “I’ve worked for all the big
firms. I have never had a big firm give me better technology that makes me a better broker as CCIM does.”
Since 2000, the Institute has provided its members with free access to Site To Do Business, which
offers technology from such companies as Esri and
BAO. “STDB allows me to generate reports that

Four years ago, his focus came in handy when the City of
Boise asked him to help revitalize the West End section of its
downtown. To date, Story has helped to bring in a new community college, new hospital, and new apartments.
“First, I had to think about how to create a neighborhood
identity; second, how to celebrate what was there; and third,
how to remove the barriers to development,” he says. “It
started by getting 80 acres rezoned and gaining the support of
the major land owners.”
RESTAURANT NICHE. Working in restaurants in high school
and college, Steve Graul, CCIM, knew the environment and
language of the industry. During the 1991 recession, he started
working with restaurants and developed relationships with chefs.
When Graul launched his own business in 1997, he stuck to what
he knew best — empowering emerging restaurant companies
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demonstrate not only my product knowledge about
inventory and location, but also shows my clients
important demographics and why certain cities
are critical for future growth,” says René Nelson,
CCIM, owner of Pacwest Commercial Real Estate
in Eugene, Ore.
Hand credits the Institute with giving him the
tools to be successful as a small business. “CCIM
delivers products right to your doorstep that make
you special,” he says. “You just have to invest the time
to understand how to use them. The technology and
training allow you to have a more meaningful conversation about meeting the needs of prospective clients
as opposed to just charging the lowest commission.”
In the Bay area, Tran uses STDB for creating listing presentations and infographics for marketing
materials for his prospective and current clients. By
presenting data, facts, and figures, the STDB tools
show his business understands the economy and local
marketplace.
“STDB gives us an edge when we are going after
listings that larger firms also are chasing,” Tran says.

Opening Doors
When Nelson decided to become a commercial real
estate broker, she evaluated her options, such as joining a big firm, becoming a franchisee, or opening a
boutique real estate firm. “It was important for me to
make my own decisions regarding the market share
I wanted to target, and the processes I would use to
reach those prospective clients,” Nelson says.
She decided to specialize in multifamily properties and earn the CCIM designation quickly, so her
firm could compete with the large companies. In
2017, new tenant relocation laws in Oregon pushed

many multifamily
investors to sell their
properties through the
Internal Revenue Code Section 1031 exchange into single-tenant retail
properties, which “required no involvement with
tenants, toilets, or trash,” according to Nelson.
Since then, she has helped her clients buy properties nationwide and worked with brokers in multiple
states. Her CCIM designation allowed Nelson to
reach out to national brokers and find inventory that
was not on the market but was available for purchase.
Looking back over 25 years of heading up his own
business, Larsen says, “The hallmark of success is
being able to do intensely meaningful work, with
coworkers you love to work with, in an environment
of mutual respect. You can do that best if you work for
yourself. You can create the environment you want,
and the work ethic you demand through your own
example.”
At its essence, the CCIM designation is recognized within the industry. “Since I earned the CCIM
designation, it has helped me strengthen my business
by separating me as a top industry professional and a
recognized industry leader,” Koenigsberg says.
The Institute’s community provides entrepreneurs with the same network as large companies to
find deals and capital for their clients. Belonging to
CCIM gives them the technology and operational
infrastructure to launch and develop independent
businesses rivaling major commercial real estate
companies.
Sara S. Patterson is executive editor of Commercial
Investment Real Estate.

to grow nationally and working with the developers of mixed-use
real estate to seek out restaurants as project amenities.
“Now restaurants are the draw into the mall; they are the new
department stores,” says Graul, owner of Innovation Concept
Associates in Reston, Va. “Restaurants are a fun business with
fun people, but I’m happy to be on the commercial real estate
side of it. I feel like I’m really good at what I do, and I enjoy applying my skills.”
After 20 years, 90 percent of Graul’s business is referrals.
He serves as an adviser for developing restaurant concepts
to expand nationwide and for the mixed-use developers that
want to attract them.
CORPORATE CLIENT NICHE. A 30-year veteran, Kathy
Mulgrew, CCIM, made the leap to starting her own business in
2005 as the outsourced corporate real estate department for
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companies nationwide. “My business is a fusion of commercial
real estate, corporate real estate, and business strategy development, with a focus on operational excellence,” says Mulgrew,
CEO at Spencer Consulting in Dallas.
Her company doesn’t perform transactions, so it hires brokers in the markets where her clients want to lease office, retail,
or warehouse space. Companies hire her firm to develop and
execute corporate real estate strategies, including site selection,
space planning, and project management.
Mulgrew has a team of five experts, including herself, to support every aspect of the corporate real estate process. “I get up
every day and do something different,” she says. “I enjoy working with diverse people and varied companies every day.”
Niche businesses often flourish in major cities. But those in
smaller markets can find a specialty, which can grow nationally
and even globally.
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EVALUATING

by Mohammed Idlibi, CCIM
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CREDITWORTHINESS
How to evaluate whether nonrated tenants are creditworthy.

nationwide, owners might deal with one supermarket or big box store — a rated tenant — and dozens
of smaller businesses that are nonrated tenants.
Although nonrated tenants such as restaurants,
nail salons, boutiques, and office tenants may be
creditworthy, no existing methods consistently and
accurately rate these tenants. As with banking, real
estate leasing does not have foolproof strategies to
make credit decisions.
Despite the lack of a credible rating process to
judge credit, landlords execute leases with nonrated
tenants every day. In fact, these tenants make up the
vast majority of commercial leasing tenants.

Determining Creditworthiness
A creditworthy tenant is one that will pay its rent
on time and uphold all of its lease obligations
throughout the lease term. Evaluating creditworthiness in advance will help protect the landlord
from funding tenant improvement allowances only
to see the tenant’s business fail.
With a nonrated tenant, the act of determining
creditworthiness falls to the landlord and involves
a thorough study of a prospective tenant’s financial
history, rental history, and an analysis of the current
viability of its industry. Net worth also figures into
consideration for determining creditworthiness.
Many tenants with financial statements show a
large net worth, but bankruptcy courts are filled
with cases of tenants with large net worth who cannot pay their bills. For this reason, net worth is just
one consideration in evaluating nonrated tenants.
Net worth is better used as a consideration of the
amount of credit that might be extended, not the
prime determinant in the decision to lease space.

CCIM.COM

As part of determining creditworthiness, a
credit analysis is essential. This process is based
on five factors.
1. A review of financial records. Review tax
returns, balance sheets, income statements, and
any other financial records that will give landlords insight into the financial strength of the
prospective tenant.
2. Payment track record. Does the tenant pay
its bills in full and on time?
3. Rental history. Did the tenant keep its previous
leased space clean and neat? Was its last vacated
property left in good condition? What is its relationship like with neighboring tenants? Understanding why a prospective tenant is leaving its
current location also is essential.
4. Assessment of the industry. What is the current
state of its industry? Tenants in industries that
are thriving are more likely to be successful than
those in industries that are struggling to retain a
foothold in the local economy.
5. Tenant attitude. Ask a tenant about its reasons for choosing this property and location.
The tenant’s attitude could be a clue about its
business acumen and determination to see the
business succeed.
Using these factors to assess a prospective tenant’s creditworthiness provides the landlord with
a level of comfort about whether the business will
be successful, and whether the tenant will fulfill its
obligations under the lease. Remember, this process
always is evolving and should be revisited as new
information and tools are available. Landlords need
to periodically reevaluate the credit of their tenants.

Jeffrey Hamilton

In the millions of strip malls
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The landlord should ask
these four questions.
1
2

3

4

Considering Different Tenants
Some nonrated tenants have established businesses
with outlets in other locations. This might seem
like an advantage on the surface, but an established
business might still be a bad credit risk. In evaluating a nonrated tenant with an established business,
landlords must still consider the ability of the tenant to make timely rental payments.
In the case where negotiations with a well-known
tenant are conducted under a new entity that is
wholly owned by the tenant’s parent company, the
parent company will provide funding but is not
liable for tenant lease obligations. In such cases, the
landlord needs to make a credit decision.
Landlords that elect to move forward in the leasing process must discuss the cost of tenant improvements and sources of funding to make changes. This
evaluation should include information about where
the tenant will acquire funds to pay rent, make payroll, and cover the costs of utilities and supplies for
a sustainable business period.
If funding is coming from the parent company,
landlords must take into account how long the parent company will provide funding and at what point
the parent company will disentangle itself from the
deal if the new entity is not successful. Consideration also should be given to parent companies
becoming guarantors to the landlord.
When parent companies are involved, the landlord
must perform due diligence on the parent companies
as well, assessing what type of tenant the parent company has been with other subsidiary companies. Has
the parent company ever had a subsidiary seek protection under the bankruptcy laws? This due diligence
should include the names and addresses of up to five
landlords for other locations operated by subsidiaries
of the parent company.
36
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Was the tenant a single-location entity?
Does the tenant pay on time for its obligations
under the lease?
Does the tenant take care of the property
in accordance with its obligations under
the lease?
Did the parent company guarantee the lease
obligations of the tenant?

When dealing with nonrated tenants with established businesses, the landlord should visit a location
to observe its operations and ask about the current
state of the business.
Nonrated startup tenants also can be risky. Without
existing operations in other locations, landlords have to
rely on two factors to make judgments about whether
the prospective tenant represents a good credit risk:
1. Does the tenant have enough cash on hand, or a
loan in place, to do the tenant improvements that
are required?
2. Does the tenant have enough cash on hand to
make its payroll, pay rent, pay utilities, purchase
supplies, and meet other financial obligations for
a period long enough for the business to be built
to carry these costs?

Performing Due Diligence
Owners also must perform due diligence beyond
evaluating the financial stability of a prospective
tenant’s financials, researching the industry, and
understanding whether the business will generate
excessive waste or emit foul odors, and if its visitors
will be compatible with other tenants.
It’s worthwhile for landlords to visit other tenants
in the same businesses to view operations and ask
about the state of their businesses.
Whether a nonrated tenant is an established business or a startup, landlords should consider requesting
a guaranty agreement. As part of the agreement, the
principals of the business may be required personally
to guarantee the full and faithful performance of all
lease terms and agreements. If the tenant defaults, it
agrees to pay all sums due from the tenant under the
lease in a timely manner.
Note that in some states if the guarantor is an individual and married, the spouse must also sign the
guaranty agreement. In businesses where the guarantor is a corporate entity, a resolution authorizing the
signer to execute the guaranty agreement is highly
recommended.
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Rated companies with strong brand recognition
and healthy balance sheets, such as national drugstores and fast food outlets, often lease spaces with
triple-net leases. When looking at net-leased singletenant properties for nonrated tenants, analyzing
creditworthiness is absolutely essential.
Although freestanding buildings net leased
to credit tenants are highly desirable, these lease
agreements, which are drafted by or for the tenant, have multiple opportunities for the tenant to
terminate the lease for reasons beyond the landlord’s control. For this reason, net leased singletenant properties potentially can be too risky
for landlords, especially when dealing with nonrated tenants.

The landlord can include additional clauses in
the lease that allow the tenant to terminate, which
is often the case.
If the lease is terminated, the landlord must consider the future use for the property.
For example, can it be leased for the same rate
the previous tenant paid? Or will the space need
to be repurposed and leased to a new tenant at a
much lower rate?
Understanding the creditworthiness of prospective tenants can help landlords make smart decisions
about whether to lease single-tenant properties with
triple-net leases to nonrated applicants. Remember,
a lease is only as strong as the tenant that signs it.

Staying Solvent
Mitigating Risks
Since most triple-net leases are for single-tenant
properties, the space is either 100 percent leased
or 100 percent vacant — and the risks are much
higher when dealing with nonrated tenants. For
this reason, investors are advised to consider how
the property could be repositioned and at what
rental rates or cost to the landlord if the tenant
cancels the lease for a reason beyond the landlord’s control. This is a critical part of the analysis
because many deals today have triple-net lease tenants paying above-market rents.

A few examples of singletenant triple-net leases
allowing the tenant to end
the lease term if:
1

2

3

4

The tenant is unable to maintain a certain
dollar volume in sales.
The property sits at an intersection with
no median in the center of either road,
and a median is added to either road with
or without taking additional land covered
by a lease. Some leases provide that the
tenant can terminate the lease. If this
happens and the debt is based on having
the lease in place, the debt might well
be called.
The property sits at the intersection of two
major streets and one or both are widened,
restricting access to the business during the
lease term.
There may be a combination of some or all
of these points.
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Most landlords will not pass up a nonrated tenant
for a space that is empty, especially if the space
has been empty for a long time. For all practical
purposes, leasing to a nonrated tenant who has a
history of paying its rent on time and taking care
of the property far exceeds covering carrying costs
out-of-pocket. Follow the steps above to help outline creditworthiness for nonrated tenants.
A landlord who is a long-term holder of property
and starts out with rated tenants will likely eventually be left with empty space at the end of initial
lease terms, leaving the landlord to deal with a second generation, nonrated tenant. For continued success, landlords must evaluate the creditworthiness
of prospective tenants and write leases that establish
options for maximum protection before allowing
tenants to sign on the dotted line.
No cookie-cutter formula exists for determining the creditworthiness of nonrated tenants; each
case requires an independent evaluation of the facts.
Conducting a thorough credit analysis is a critical part of being a successful developer or broker.
Undercapitalized property
owners generally cannot
carry the debt when they
have a tenant who
does not pay its rent
on time, and the
loss of one tenant
can be devastating
to a small landlord.
Mohammed Idlibi,
CCIM, is principal
manager at True Summit Capital
in Charlotte, N.C. Contact him
at midlibi@truesummitcapital.com.

Tax Reform

LEGISLATIVE
OUTLOOK 2018
Will the two parties reach
consensus on infrastructure?

by Sara S. Patterson

During 2017,

the country’s steady
economic growth has supported an environment
conducive to keeping the commercial real estate
industry humming along.

For now, the Internal Revenue Code Section
1031 exchange is safe and will not be repealed,
according to Lawrence Yun, chief economist and
senior vice president of research at the National
Association of Realtors in Washington, D.C. This
is welcome news for commercial real estate professionals, since many of them depend on these likekind property exchanges for a significant portion of
their livelihoods.
In 2018, tax reform, infrastructure spending, refinement of the American Disabilities
Act, and banking rules remain top of mind for
legislation that may benefit the commercial real
estate industry.
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The U.S. Congress did pass tax reform legislation,
affecting carried interest and pass-through income.

The final tax bill allows for carried interest to be
taxed as capital gains at 23.8 percent only for investments held for three years. Otherwise, carried interest
will be taxed as ordinary income at rates as high as
39.6 percent.
The pass-through income was changed to a
20-percent deduction for nonpersonal service businesses. As of Jan. 2, 2018, NAR policy advisers need
clarification about whether commercial real estate
would be considered a personal service business. One
exception to the Tax Act is an income exemption if
a commercial real estate professional files tax returns
for under $157,500 for single or $316,000 for couples.
In the worst case scenario, pass-through income will
remain status quo, according to Erin Stackley, senior
policy representative for commercial issues at NAR
in Washington, D.C.
“The Tax Act of 2017 is a mixed bag for commercial real estate professionals,” Stackley says. “Generally, it is positive, with gains in carried interest. We
believe real estate brokers may be considered part of
personal services industry, but we need further guidance from the Internal Revenue Service.”

Infrastructure Spending
After tax reform, infrastructure spending is the next
high priority. If $1 trillion were invested in our crumbling infrastructure over the next 10 years, the U.S.
economy would benefit and so would all sectors of
commercial real estate.

The challenge, however, is how the U.S. will pay for
it. Generally, Democrats believe tax payers should pay

COMMERCIAL INVESTMENT REAL ESTATE

Reform for the ADA
Reforming the American Disabilities Act may be in
the hopper for 2018. The ADA requires commercial
properties to be accessible for disabled citizens, which
include providing ramps, elevators, and specific heights
for sinks.

As the ADA is written, if a commercial property is
not in full compliance, such as no wheelchair access,
the owner can be sued for noncompliance. While the
ADA was a milestone in humanitarian legislation,
unfortunately a cottage industry of drive-by lawsuits
has sprung up in its wake, according to Stackley.
In some states, swarms of attorneys have entered
businesses like locusts wielding rulers and finding
minor issues with slight variations in the height of
a shelf or sink.
The attorneys will send demand letters to owners
often for slight infractions that could be fixed in a few

minutes. These businesses are not bad actors and are
not intentionally committing violations.
In circumstances like this, the lawsuits are counterproductive. Owners usually can fix the ADA infractions quickly and easily. The lawsuits gum up the real
issues of accessibility and potentially work against the
ADA, Stackley says.
The issue comes down to tort reform. It’s a civil
rights issue for commercial real estate businesses
that have been dinged for small infractions. Owners should be given an opportunity to fix the minor
violations before they become a lawsuit for the ADA.
Currently, a bill in the U.S. House of Representatives has passed that asks the plaintiff to provide a
reasonable notice to the property owner. For example,
the ramp is not steep enough, an aisle not quite wide
enough, or a shelf is not low enough.
Owners would have time to fix the issue before a
lawsuit can be filed. By allowing owners time to fix
these issues, the businesses do not have to have a lawyer on staff to file and respond to ADA noncompliance requests.
The U.S. Senate is working on companion legislation
and NAR expects to see a reform bill in 2018. “This
Congress is the best opportunity we have seen in a long
time,” Stackley says. “We are not sure of the timeline,
but we have seen positive momentum on this bill and
expect it to carry through to early 2018.”

Dodd-Frank
While Dodd-Frank has been discussed informally
by President Trump, its laws and regulations may
be fine-tuned in 2018. Dodd-Frank regulations were
intended to rein in the larger banks, but the regulations were written in ways that unintentionally target
smaller lenders.

Community and small banks cannot afford to hire
a bevy of lawyers. Often one officer has to devote time
to ensure Dodd-Frank compliance. It takes away from
the limited resources of small lenders and hampers
their goal of providing loans to the communities they
serve.
During 2018, NAR expects refinement of the
Dodd-Frank regulations to be less stringent for community and smaller banks. The weight of these regulations is affecting their ability to help their communities with commercial real estate development projects.
While NAR expects legislation favorable to commercial real estate during 2018, nothing is certain or
absolute. Many commercial real estate professionals
hope President Trump’s knowledge of the industry
will help them emerge relatively unscathed.
Sara S. Patterson is executive editor of Commercial
Investment Real Estate.
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for it. On the other side, President Donald Trump is
pushing for a blend of public/private partnerships. He
has proposed incentives to encourage private companies
to invest in U.S. infrastructure.
This is a big divide to bridge between the two parties. However, no solid plans have been developed yet.
But the potential for consensus is promising.
Elected officials from both parties don’t want to
return to their constituents without any tangible gains
in 2018. Infrastructure is a potential win for both sides
and could cleanse the partisan rancor.
The other challenge for infrastructure spending
is defining its focus over the next decade. Currently,
providing mass transportation is a top priority within
cities and suburbs.
However, future priorities include considerations
for security of the U.S. electrical grid and building the technology and infrastructure for driverless
vehicles and drones. Highways, parking lots, and
garages could be repurposed if driverless vehicles
take off during the next 10 to 20 years as many
experts anticipate.
In 2016, the U.S. Department of Transportation initiated a 10-year, $3.9 billion investment to accelerate
the development and adoption of safe vehicle automation through real-world pilot projects. Google, Uber,
Apple, Tesla, and all the auto manufacturers are racing
to develop self-driving vehicles.
For drones, traffic lanes may need to be devised to
protect them from crashing into each other. If Republicans and Democrats can find a middle ground on
investing dollars from the federal budget on infrastructure, plenty of discussions will focus on how
much to allocate for fixing existing roads, bridges, and
mass transit compared to paving the way for building
and securing future technology.

REGIONAL

OUTLOOK

{SOUTHWEST}

Dallas Metro’s Biggest Deal
in Boston, Liberty Mutual Insurance made a
major regional investment with the $325 million purchase
of a 1.1-msf campus in Plano, Texas, from developer KDC.
Located in the mixed-use development of Legacy West, its
new regional operations hub has two 11-story office towers
above a four-level, 5,500-space car park, two rooftop gardens, and an on-site medical center, and is expected to attract
up to 5,000 workers, according to the Dallas Business Journal.
A $3.2 billion, 250-acre development, Legacy West has
415,000 sf of retail, dining, residential, hotel, and office space. Liberty
Mutual expects the location will help it attract the right talent for its
business, according to John Cusolito, vice president at Liberty Mutual.
“It’s all part of our strategy to attract and retain top talent,” Cusolito says.
“We already have a strong and significant presence in Texas and are impressed
with the workforce in the state.”
{NORTHEAST}

{WEST}

Boston Bucks
National Trend
in Retail

Strong Demand
Drives Industrial
Absorption in
Portland, Ore.

1.8 msf will be completed
Construction: Development rebounds
after a slower 2016 as builders complete
1.8 msf of retail space.

40 basis points
Q2 2017

Q3 2016

Annual % Change

Vacancy rate

3.40%

3.40%

3.70%

-5.70%

Availability rate

5.90%

5.20%

4.90%

9.80%

Asking lease rate

$0.63

$0.61

$0.54

16.70%

Leased square feet

2.03M

1.54M

3.5M

-42.00%

1.3M

0.9M

2.4M

-45.60%

827,103

800,928

813,875

N/A

Sold square feet
Net absorption

1.6% increase in asking rent
Jordan Siemens

Q3 2017

Vacancy: Absorption of new retail
space Decrease in vacancy shows that
vacancy contracts by 40 basis points to 2.7
percent, surpassing the uptick in new supply.

Rents: Slower rent growth will accompany a higher pace of construction as
asking rents push higher to $20.25 psf
metrowide.

Source: Kidder Mathews
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Headquartered

{MIDWEST}

Class A

18%

Chicago Office
Vacancy Rates
Up Slightly After
Steady Decline

Class B

Class C

16
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6
4
2
2008
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2010

2011

2012

2013

2014

2015

2016

Lisa-Blue

0

Source: MB Real Estate 3Q 2017
Chicago Market Overview

2017
YTD

{WEST}

Despite Surging Workforce,
Denver’s Demand Is Not
Meeting New Office Supply
Downtown

Suburban

Completions (12 mos.)

Completions (12 mos.)

Under Construction

Under Construction

Top 10 U.S. Multifamily Markets

2,000

1,500

Market
1,000

500

0
Q2
2013

Q2
2015

Q2
2016

Q2
2017

Sacramento, Calif.

7.30%

1.70%

96.90%

96.90%

Seattle

5.80%

2.80%

96.20%

95.90%

Inland Empire, Calif.

4.50%

3.30%

96.50%

95.90%

Twin Cities, Minn.

3.70%

2.30%

97.70%

97.60%

Orlando, Fla.

3.60%

3.70%

96.20%

96.20%

Phoenix

3.60%

2.50%

95.10%

94.90%

27 ksf*
Absorption

4.4 msf
Under Construction

Los Angeles

3.50%

1.60%

96.90%

96.40%

Atlanta

3.10%

3.50%

94.90%

94.70%

12%
Vacancy rate

2.4 msf
Completions

Orange County, Calif.

2.90%

0.90%

96.90%

96.30%

San Jose, Calif.

2.90%

1.60%

96.00%

96.10%

Source: Avison Young
* Kilopound per square foot

CCIM.COM

Q2
2014

YOY Rent
YOY Job
Occupancy Occupancy
Growth as of Growth as of Rates as of Rates as of
Sept. 2017
July 2017
Aug. 2016 Aug. 2017

Source: Yardi Matrix
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Square feet (thousands)

2,500

INTERNATIONAL

B E AT

London’s
BIG DEAL

Global GDP Growth
Versus Net Office
Absorption
GDP (% YOY, real effective exchange rate)
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Lee Kum Kee Health Products Group purchased the WalkieTalkie skyscraper in London from Land Securities Group and
Canary Wharf Group for $1.68 billion — the highest price tag
ever paid for single building in the U.K. The 37-story building at
20 Fenchurch Street has an unconventionally top-heavy bulbous shape, which earned the nickname Walkie-Talkie. Based
in Hong Kong, the 129-year-old family business, Lee Kum Kee,
specializes in oyster sauce, shrimp paste, and Chinese herbal
medicine. The Walkie-Talkie is another trophy London building
bought by investors from China, South Korea, Singapore, and
Hong Kong. “Since the vote to leave the EU, capital targeting
London from the Asia-Pacific region has increased to record
levels,” says James Beckham, head of London capital markets
at Cushman & Wakefield as reported by The Guardian. “This
is partly due to currency fluctuations, but is more indicative of
longer-term confidence in London and investment strategies,
which are not derailed by short-term political uncertainty.”

German Properties
Soar Compared to
Other European
Contenders
12.4%
10.0%
8.2%
5.2%
3.2%
German
A Cities*

Amsterdam
Metro

Paris
Metro

Nordic A
Class Cities**

London
Metro

* Berlin, Cologne, Dusseldorf, Frankfurt, Hamburg, Munich, and Stuttgart
** Copenhagen, Denmark; Stockholm, Sweden; Oslo, Norway; Helsinki, Finland;
East Jutland, Denmark; and Gothenburg, Sweden
Source: Real Capital Analytics

Global Markets to Watch

Investors in Singapore are Asia’s leading cross-border
players and own 3,290 properties globally as of September 2017, according to Real Capital Analytics. In addition
to core assets in gateway markets, Singapore investors hold property in student housing and manufactured homes.
Geographically, their holdings are diversely invested in countries ranging from central and eastern Europe, Ireland,
Spain, the U.S., and China.
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Nick Brundle Photography

Source: IMF, Cushman & Wakefield Research

Ivcandy

Global Net Absorption (msf, ratio of trade balance to GDP)
6%

If You Wear this Pin, You
are a Member of the
National Association
of REALTORS
®

As a member, you have access
to these benefits and more.
• Exceptional advocacy on legislative and regulatory issues
• Valuable savings and discounts through the partners in the
REALTOR Benefits® Program
• Industry-leading research and technology

LEARN MORE BY VISITING

realtor.org/commercialbenefits

DEAL

MAKERS

THE BIGGEST DEAL Bill Adams, CCIM, of Adams Commercial Real

Estate in Atlanta represented the City of Decatur Georgia in the $40 million purchase
of the 77-acre United Methodist Children’s Home campus in Tucker, Ga., from The
United Methodist Children’s Home.

Multifamily
1

BIGDEAL

Beau Beery, CCIM, of
Coldwell Banker Commercial M.M. Parrish
in Gainesville, Fla., negotiated the $24.5 million sale of the 324-unit Avenue 29 multifamily property located at 2915 Sharer Road in
Tallahassee, Fla., from an undisclosed seller
to an undisclosed buyer.
2 Mike Milovick, CCIM, of Royal LePage
Grand Valley Realty in Kitchener, Ontario,
negotiated the more than $8.5 million
sale of the 55,440-sf multifamily property
located at 367 Highland Road in Kitchener
from PK Highland Investments to an undisclosed buyer.
3 Matson Holbrook, CCIM, of MBH

Investment Real Estate LLC in Milwaukee
represented Doneff Asset Company LLC
in the more than $5.9 million sale of the
114-unit Sheboygan Regency House in
Sheboygan, Wis., and Janesville Regency
House in Janesville, Wis., to an undisclosed buyer.
4 Dan Stewart, CCIM, of SVN | Stewart
Commercial group LLC in Ann Arbor, Mich.,
and a partner represented Tall Oaks One
LLC in the $5.9 million purchase of a 28-unit
student housing property in Ann Arbor from
an undisclosed seller.

1
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5 Davide R. Pio, CCIM, of BCRE in
Pinole, Calif., represented an undisclosed
buyer in the $5.8 million purchase of the
75-unit Ethan Way Apartments located at
1982 Ethan Way in Sacramento, Calif., from
an undisclosed seller.
6 Edward Jordan, CCIM, of Northeast
Private Client Group in Shelton, Conn., and
a partner represented Affordable Realty
One LLC in the $5.2 million sale of a 91-unit
multifamily property in Ashford, Conn., to
Naviah Investments LLC.

Office
7

BIGDEAL John Stroich, CCIM, of

Green Valley Management in Winnipeg,
Manitoba, represented LS Properties in the
$24 million purchase of four office buildings
totaling 138,194-sf in Winnipeg from Investors Real Property Fund.
8 Marcus Pitts, CCIM, and 9 Justin
Lossner, CCIM, of JLL in Des Moines,
Iowa, represented Federal Home Loan
Bank of Iowa in the $20.5 million purchase of a 225,654-sf office space in Des
Moines from an undisclosed seller. Pitts
and Lossner also represented ARAG in the
more than $7.3 million lease of a 41,241-sf
office space in Des Moines from an undisclosed lessor.

10 Cathy Jones, CCIM, of Sun Commercial Real Estate in Las Vegas and four
partners represented SKG Park at Spanish
Ridge LLC in the $24.8 million sale of two
office properties totaling 112,409-sf located
at 8912 and 8918 Spanish Ridge Ave. in Las
Vegas to undisclosed buyers.
11 Hillman Duncan, CCIM, of Cushman &
Wakefield in Raleigh, N.C., and two partners
represented Allegiancy in the $11.9 million
101-month lease of the 51,363-sf Colonnade II office property located in Raleigh to
A Wireless.
12 Andrew Cheney, CCIM, R. Craig
Coppola, CCIM, and Gregg Kafka,
CCIM, and a partner of Lee & Associates
in Phoenix represented ViaWest Properties NexTech Office LLC in the more than
$9.3 million sale of the 49,464-sf Connexion
office property in Tempe, Ariz., to BiddulphPeoria LLC. Cheney, Coppola, Kafka, and
two partners also represented Phoenix RS
One LLC in the more than $3.6 million lease
of the 19,843-sf Renaissance Square office
property in Phoenix to Brown & Caldwell.
13 Soozi Jones Walker, CCIM, and 14
Bobbi Miracle, CCIM, of Commercial
Executives Real Estate Services represented Cardinal Paint & Powder LLC in
the more than $7.4 million purchase of a
105,826-sf office space in North Las Vegas,
Nev., from Paskin Properties LLC.
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Upcoming
CCIM Courses
CI 101: FINANCIAL ANALYSIS FOR COMMERCIAL INVESTMENT REAL ESTATE
Jan 16 - Feb 15

Online

Feb 5 - 8

West Harrison

NY

Mar 5 - 8

Chicago

Jan 22 - 26

Molino Del Rey+

MX

Feb 12 - 15

Toronto+

ON

Mar 26 - Apr 25

Online

IL

Jan 29 - Feb 1

Norfolk

VA

Jan 29 - Feb 1
Feb 5 - 9

Albuquerque
Los Angeles

NM
CA

Feb 19 - 22
Feb 26 - Mar 1

Salt Lake City
Addison

UT
TX

Apr 2 - 5
Apr 9 - May 8

Austin
Online/Chicago*

TX
IL

Mar 5 - 8

Atlanta

GA

Apr 23 - 26

Bentonville

AR

CI 102: MARKET ANALYSIS FOR COMMERCIAL INVESTMENT REAL ESTATE
Feb 20 - 23
Feb 26 - Mar 1
Feb 27 - Mar 29

Austin
Seattle
Online

TX
WA

Online/Chicago*
Denver
Fairfax
Atlanta

IL
CO
VA
GA

May 22 - Jun 22

Online/Chicago*

IL

Jun 12 - 15

Houston

TX

Jul 9 - 12

Chicago

IL

MO

Mar 27 - Apr 27
Apr 16 - 19
Apr 17 - 20
May 7 - 10

Mar 5 - 8

Kansas City

Aug 6 - 9

Charleston

Mar 12 - 15

Addison

SC

TX

May 7 - 10

Los Angeles

CA

Sep 24 - 27

Rockville

MD

CI 103: USER DECISION ANALYSIS FOR COMMERCIAL INVESTMENT REAL ESTATE
Feb 6 - 9
Feb 21 - Mar 26
Mar 19 - 22
Mar 22 - Apr 20

Costa Mesa
Online
Charleston
Online/Chicago*

CA
SC
IL

Apr 16 - 19
Apr 17 - 20
Apr 23 - 26

Los Angeles
San Antonio
Minneapolis

CA
TX
MN

May 8 - 11
May 21 - Jun 25
Jun 5 - 8

Charlotte
Online
Honolulu

NC

May 1 - 4

Chicago

IL

Jun 5 - 8

Rockville

MD

IL
NC
MI

Apr 17 - May 17
Apr 23 - 26
Apr 24 - 27

Online
Phoenix
Costa Mesa

AZ
CA

HI

CI 104: INVESTMENT ANALYSIS FOR COMMERCIAL INVESTMENT REAL ESTATE
Jan 22 - Feb 26
Feb 1 - Mar 2
Feb 27 - Mar 2

Online
Online/Chicago*
Annapolis

Mar 19 - 22
Mar 19 - 22
Apr 16 - 19

IL
MD

Chicago
Charlotte
Bingham Farms

Upcoming Ward Center Courses
ONLINE COURSES

DEVELOPMENT SPECIALTY TRACK

Financial Analysis Tools for CRE

Jan 9 & 10

Acquisitions

Loan Amortization in Commercial Real Estate

Jan 17

Financing

Jan 29 & 31

Environmental Factors

Feb 12 & 14

Approvals & Permits

Mar 5 & 7

Physical Improvements

Apr 2 & 4

Transportation & Accessibility

Apr 24 & 26

Dispositions

May 7 & 9

Splitting Profits in Commercial Real Estate

Jan 18; Mar 14

Real Estate Risk Analysis

Jan 22 & 24

Essential HP 10bII Financial Calculator Skills for Commercial Real Estate

Jan 23

Jan 8 & 11

High-Tech Marketing for Commercial Real Estate

Jan 30 & Feb 1

User Cost of Occupancy Analysis

Feb 5 & 7

Financial Modeling for Real Estate Development

Feb 9

Real Estate Financial Analysis Using Excel

Feb 13- 27

Real Estate Applications of Time Value of Money

Feb 14

Apr 30

Chicago

IL

1031 Tax Deferred Exchange

Feb 21

Aug 13

Minneapolis

MN

Communication Skills for Business Professionals

Feb 28

Oct 15

Chicago

IL

Feasibility Analysis for Commercial Real Estate

Mar 6 & 8

Oct 22

Salt Lake City

UT

Creating Reliable Valuations

Mar 15

Calculating Building Size for Development

Mar 16

Residential Real Estate Financial Analysis

Mar 19 & 21

Urban Planning Webinar Series: Affordable Housing

Mar 19

CLASSROOM COURSES:
COMMERCIAL REAL ESTATE NEGOTIATIONS

RESIDENTIAL REAL ESTATE FINANCIAL ANALYSIS
Jan 30

Fredericksburg

VA

*Denotes a Blended Learning Course
+ Denotes an international course

Schedule subject to change.

Visit CCIM.com/courses
or call: +1 (312) 321-4460, opt 2.
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15 Todd LaPlante, CCIM, of CBRE in El
Segundo, Calif., represented Paub Enterprise LLC in the $3.4 million sale of a
19,220-sf office building located at 8700
Warner Ave. in Fountain Valley, Calif., to an
undisclosed buyer.

Specialty
BIGDEAL

16
Bill Barnhill, CCIM, and a
partner of Omega Properties in Mobile, Ala.,
represented Smart Stop Asset Management in the more than $21.7 million sale of
the combined 158,238 sf of a two-property
self-storage portfolio in Montgomery, Ala.,
to Metro Storage LLC.
17 Ron Welebny, CCIM, and a partner of
Commercial Realty Associates of Southwest Florida in Cape Coral, Fla., represented Extra Closet Acquisition in the more
than $3.2 million sale of the 1,200-unit Extra
Closet Self Storage in Fort Myers, Fla., to
Extra Closet Fort Myers LLC.

Finance
BIGDEAL

18
Yakhin B. Israel, CCIM, of
Twin Pillar Capital in Tampa, Fla., arranged
the more than $13.6 million financing of the
334,291-sf office property located in Atlanta
for an undisclosed borrower.

Land

Tree Farm 1 LLC in the more than $7.3 million sale of a 14-acre commercial land property in Naples from Tree Farm of Southwest
Florida LLC.
21 Jan Berg, CCIM, and a partner of
CBRE | Hubbell Commercial in Des Moines,
Iowa, represented IMT Group in the more
than $5.6 million purchase of 16.07 acres
of land in West Des Moines from Hurd Real
Estate.
22 Danny Nguyen, CCIM, of DN Com-

mercial in Houston represented a group of
private sellers in the $4.6 million sale of 15
acres of commercial land located at 0 FM
1092 Road in Missouri City, Texas, to an
undisclosed buyer.

Industrial
BIGDEAL

23
Cathy Jones, CCIM, and
four partners of Sun Commercial Real
Estate in Las Vegas, represented JRTL LTD
in the $8.2 million sale of 87,513 sf of industrial properties located at 3101 E. Craig
Road and 4380 Donovan Way in North Las
Vegas, Nev., to an undisclosed buyer.
24 Stephanie Sanker, CCIM, of S.L.
Nusbaum Realty Co. in Norfolk, Va., represented 6969 Tidewater LLC in the $5 million
purchase of a 167,000-sf industrial property
in Norfolk from 6969 TWD LLC.

BIGDEAL David J. Stevens, CCIM,

25 Steve Seidl, CCIM, of Seidl & Asso-

and 20 Rob Carroll, CCIM, of Investment
Properties Corporation in Naples, Fla.,
negotiated the $8.8 million sale of 1.63 acres
of commercial property in Naples from The
George LLC to TBC 936 5th Avenue LLC.
Stevens and Carroll also represented TBC

ciates in Green Bay, Wis., represented RA
Burton Properties LLC in the $3 million sale
of the 88,500-sf Ameridrives located at
1680 Cornell Rd. in Green Bay to an undisclosed buyer.

19

15

46
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Mixed-Use
BIGDEAL

26
David J. Stevens, CCIM,
and 27 Rob Carroll, CCIM, of Investment
Properties Corporation in Naples, Fla.,
represented TBC Dockside LLC in the $6.5
million purchase of an 80,000-sf mixed-use
commercial property in Naples from Dockside LLC and Dockside 590 LLC.

Hospitality
28

BIGDEAL

Daren Hebold, CCIM of
LUX Realty in Portland, Maine, represented
Shamrock Enterprises of LBI LLC in the
$12.5 million sale of the 100-unit Drifting
Sands Oceanfront Motel in Ship Bottom,
N.J., to LBI Gateway Hotel LLC.
29 Brian Resendez, CCIM, of SVN |
Bluestone & Hockley in Portland, Ore.,
negotiated the $6.2 million sale of the
57-unit Quality Inn Lincoln City located in
Lincoln City, Ore., and the 54-unit Clarion
Surfrider Resort located in Depoe Bay,
Ore., from Lincoln City Hospitality LLC and
R & B to Living Waters Inn, LLC and Depoe
Bay Hospitality LLC. Resendez also negotiated the $3 million sale of the 52-unit
America’s Best Value hotel in St. Helens,
Ore., from Mahant Investment to Village
Motel & Restaurant.

Retail
30

BIGDEAL

Bruce S. Preble, CCIM, of
Commercial Realty Specialists LLC in Cape
Coral, Fla., represented Super 5 LLC and
Engle & Hobson LLC in the $5.5 million sale
of the 29,340-sf fitness center in Cape Coral
to North Cape Landing LLC.
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CCIM ROI
Those who take CCIM training share a common language and similar ways of approaching commercial real estate transactions.
“When you have two like-minded brokers that are knowledgeable and know what
they are doing, then they can easily guide their client through the transaction,” says
Drew Forness, CCIM (left), of Forness Properties in Winter Park, Fla. “If we didn’t
have two great CCIMs working each side of the deal, I don’t think the deal would
have gone through.”
Forness recently represented Vine Street Plaza Investors in the $8 million purchase
of the 61,255-sf Vine Street Plaza Center in Kissimmee, Fla., from Krause Family LLP
represented by Lee Zerivitz, CCIM, SIOR, of CITY Commercial in Winter Park. Zerivitz concurs that having the same CCIM training assisted in the completion of the sale.
“By telling my client that the buyer’s broker also is a CCIM provided an additional
layer that we had selected the right purchaser,” Zerivitz says. “This always helps a
seller have some comfort in knowing that the other broker knows what they’re doing
when they tie the property up.”
Although CCIM education was not the source of the deal coming together, it
undoubtedly assisted in closing the transaction. “If you’re dealing with someone
competent on the other side of the deal, then it makes all the difference in the world
in getting that sale to the finish line,” Forness says.
Zerivitz recognizes that the CCIM designation and education are vital for his career.
“Having a CCIM education shows a level of time and commitment to educating
yourself,” he says, “that then creates end value to your client and the other broker.”

31 Lee McLean III, CCIM, of SVN | Rankin

Company in Springfield, Mo., represented a
private investor in the more than $4 million
purchase of a 10,500-sf retail center located
at 2712 N. Kansas Expressway in Springfield from Quattro Development.
32 Jim Tamblyn, CCIM, of Colliers Inter-

national Southwest Florida in Fort Myers,
Fla., and a partner represented Manufacturers Unlimited in the more than $3 million
sale of a 52,000-sf retail property located
at 19440 South Tamiami Trail in Fort Myers
from an undisclosed buyer.
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Conquering
Challenges

David P. Wilson

by Sara S. Patterson

espite hurricanes, wildfires, and the sniper attack in
Las Vegas in late 2017, overall the U.S. commercial
real estate markets continue their resilience. While
most sectors are expanding nationally, a few challenges are on the radar.
“I believe the U.S. economy will become stronger in 2018 and
will continue to be an investment property destination nationally
and globally from nations such as China, Canada, and Germany,”
says 2018 CCIM Institute President David P. Wilson, CCIM,
partner and executive vice president of Lockard Development and
president of Lockard Commercial Realty in Cedar Falls, Iowa.
“Industrial properties are doing well, especially in the Southwest
and Northwest. Due to strong demographics, seniors housing is
growing nationwide.”
The outlook for multifamily has strengthened with the
increased need for short-term housing. In cities such as Houston, the once overabundance in apartments is being absorbed,
Wilson says.
While the retail market faces more headwinds, Wilson sees
more innovations and reinventions, as well as mergers, on the
horizon. “Stores need to focus on what customers can see, touch,
and feel,” he says. “Landlords are getting more creative and seeking new, dynamic restaurants and finding more up-and-coming
retail uses that transform shopping experiences.”
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While the U.S. economy continues its steady growth, the landscape is transforming for commercial real estate professionals.
Wilson advises CCIM members to invest in their education and
boost their technology skills.
“No. 1 is continuing your education to set yourself apart
and to become the best of the best,” Wilson says. “For CCIM
designees, this means taking continuing education courses
such as CCIM Ward Center courses, as well as attending trade
shows and conferences. Be up-to-date on technology for our
industry.”
Throughout its history, the Institute has helped its members
make transitions ahead of the industry. In 2018, CCIM Tech will
look at providing the best technology tools such as its continuous
enhancements for Site To Do Business that benefit its members,
according to Wilson.
Networking is another strength. CCIM chapters allow members to make local connections that improve their ability to close
deals and receive referrals. “We will provide more opportunities for our members to meet face-to-face locally, regionally, and
nationally,” Wilson says. “That helps CCIM members to do business with professionals that they know, like, and trust.”
Sara S. Patterson is executive editor of Commercial Investment
Real Estate.
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