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PRESIDENT’S

D ESK

Cultivating
Connections
uilding relationships laid the foundation for CCIM
Institute 51 years ago — and keeps the organization
advancing today. These relationships connect individuals and organizations at the local, regional, national,
and global levels. Like an airport hub, the Institute serves as the
center for outreach to our members, chapters, and education
partners in eight nations.
Our success comes from sharing resources,
creating interactive conversations, and facilitating new alliances that help our members develop
and improve their businesses and careers every
day. Through the CCIM network, 22 percent
of our members have closed a transaction with
another designee during 2017. Some designees
have closed multiple transactions with other
CCIMs, and even more designees receive referrals from designees throughout the U.S. and the world. The
Institute enables those connections and helps members become
even more successful in their careers.
Globally, several countries in Asia also have embraced earning
the CCIM pin. During 2017, nearly 100 new designees hailed
from Japan, South Korea, and China. Currently, CCIM designees live in 30 countries.
To unite our members, the Institute is creating a stronger brand
identity to enhance the prestige and recognition of the designation.
During 2018, a major focus will be to refresh CCIM education
promotions through a new digital course catalog, featuring videos
of instructors and concise course content descriptions.
Another top priority for 2018 is to enhance CCIM chapter
marketing resources. Chapters are our essential grassroots organizations, attracting new members and designees; delivering
courses; and providing many networking opportunities for our
members to meet face to face to develop professional and personal
relationships.
Cultivating these connections improves the power of the
CCIM pin and keeps our members ahead in this fast-paced,
dynamic industry.

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

B

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@ccim.net
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AS THE NATION’S 3RD-LARGEST STATE,
THERE’S NO DOUBT FLORIDA IS A MONEY MARKET.
As one of the top three largest ﬁnance and insurance clusters in the U.S., Florida offers
everything that companies need to thrive, including global connectivity, an experienced
workforce of over 83,000 FINRA professionals, and a very favorable business climate. So
it’s no wonder that more than 140 commercial banks and nearly 1,200 domestic insurance
companies enjoy the freedom of operating in Florida. Because when you do the math, it all
equals success. Discover what a future in Florida means for your business at
ﬂoridathefutureishere.com/assets, or call 877-YES-FLORIDA.
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Technology change

Rate of change

BRIDGING THE GAP

Change in Technology
vs. Business Productivity

Gap in
business
performance
potential

Time
Source: Josh Bersin, Bill Pelster, Jeff Schwartz, Bernard van der Vyver, 2017 Deloitte Global Human Capital Trends: Rewriting the Rules for the Digital Age, Feb. 28, 2017

Driverless Trucks Affect
Last-Mile Delivery

Snapshot of U.S.
Capital Markets

While driverless trucks cannot manage doorstep delivery of packages soon, they may deliver parcels to fixed loading stations. Also,
driverless trucks may act as mobile outposts, available for package
delivery and pick up at certain locations at specific times of day.
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Arrows indicate change from previous year. All references to deal volume cited
in this report are based on Real Capital Analytics transactional database.
Source: CBRE Research

Source: CBRE Research
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E-Commerce Soars in 7 Years
Showing the Money
Cities Are King

($ Billions)
700

— Winning in Growth Cities:
A Cushman & Wakefield Global
Capital Markets Report
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Ralf Hiemisch

“The world’s most economically
successful cities house just 13 percent
of the world’s population, but attract
more than 67 percent of global real
estate investment flows.”

2017

Source: Statista

Influence of
Emerging
Technologies
on CRE Industry

Technology
3D Printing

Driverless Cars

Cryto Currency

Importance
Redefining the supply chain,
architecture, and the built
environment

Reshaping cities from the
road and the basement up

Greater efficiency and
security for transactions but
also greater secrecy

Impact
• Quicker build and production,
lower costs, less waste
• Local projects
• New regulations and uses
will emerge

Next 2 to 5
years

• Importance of governance
• Focus on core locations
• Increased geographic area may
undermine some suburbs

Next 2 to 5
years

• Increased global liquidity
in investment
• Reduced role for finance
centers
• Effect on central banks,
interest rates, and inflation

Next 2 to 15
years

Source: Cushman & Wakefield, EMEA Capital Markets, 2017

CCIM.COM

Timing

Alicia Llop

Ralf Hiemisch

Where
Medical Office
Is Heading

✦ By 2030, the 65+ population will rise by
more than 20 million people and comprise over
20 percent of the U.S. population. Demand for
medical providers will increase.

✦ Millennials primarily rely on retail clinics, urgent
care centers, and free-standing emergency
rooms for their healthcare options.

✦ Underserved rural populations are gaining better
medical care through telehealth services.

✦ Healthcare providers continue to push into
communities by leasing space outside of
traditional hospital campuses. Micro hospitals
also are an emerging trend, especially for
underserved populations.
Source: Marcus & Millichap
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U.S. Cities Showing Strong Momentum
Rank

Total Return %

MSA

1

19.87

San Francisco

2

17.84

Nashville, Tenn.

3

16.54

Portland, Ore.

4

17.55

Salt Lake City

5

15.02

Hartford, Conn.

6

14.01

Milwaukee

7

17.45

San Antonio

8

16.06

Denver

9

14.17

Jacksonville, Fla.

10

15.15

Oklahoma City

Jonathan Kitchen

Note: Market rankings for the observation date are based on historic returns from Q3 2014 to Q3 2015, reflecting the
two-quarter lag. Returns listed in the table reflect historic one-year return performance from Q1 2015 to Q1 2016.
Source: CBRE Econometrics Advisors, CBRE Americas Research, Q1 2017

Briefly Noted
Hospitality — Hotel
occupancy is expected to
continue soaring to record
levels of 65.9 percent
nationally through 2019,
marking 10 years of nonstop
growth, according to CBRE.
However, challenges on the
horizon consist of increased
hotel construction in local
markets, low inflation,
the sharing economy,
and book-direct, bestprice guarantees for hotel
rooms. Countering these
headwinds, international
and domestic travel rose
3.8 percent during 2016,
increasing the demand for
hotel rooms and contributing
to the demand outpacing
supply, according to Marcus
& Millichap. Norfolk-Virginia
Beach, Va.; Orlando, Fla.;
and Atlanta experienced
high increases in demand
for hotel rooms.

8
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Industrial — Three trends
are spurring growth in the
industrial sector: low, steady
vacancy at 5.2 percent
nationwide; strong preleasing of 54.2 percent; and
the strength of e-commerce,
which commands 25
percent of leasing demand.
The U.S. absorbed nearly
165.6 million square feet of
new industrial properties
YOY, while nearly 221.2 msf
of new inventory is in the
pipeline, according to JLL.
Pressure continues for faster
shipments and lower costs
for consumers, resulting
in companies investing in
locations that are closer to
labor and their customers.
Multifamily — Consistent
good performance is the
mantra of the multifamily
sector for 2018. Yardi Matrix
predicts multifamily will

continue its long run, buoyed
by the strong economy and
job growth; the shift to renting
property by many baby
boomers; and the continued
support by millennials.
Hurricanes Irma and Harvey
helped to readjust the supply
and demand equation for
multifamily, particularly in
Houston.
Office — As large,
multinational companies
spread globally, more firms
will rise from emerging
economies. By 2025, more
than 45 percent of the
Fortune Global 500 will come
from emerging economies,
compared to 5 percent in
1990, according to Cushman
& Wakefield. The technology
sector is creating a new
generation of companies
that could compete in
more diverse locations in

secondary markets, such
as Seoul, South Korea;
Stockholm; and Austin,
Texas. The total revenue
for the tech sector grew
from $600 billion to more
than $6 trillion over three
decades, resulting in a
new crop of firms.
Retail — As retail
continues its marketplace
transition, the top 90 U.S.
shopping centers have
spent billions of dollars to
renovate their space, captivating shoppers with more
food and fun; community
connections; and stronger
curb appeal. More than
41 percent have upgraded
their food and beverage
offerings; 34.4 percent have
renovated tenant space;
and nearly 30 percent
have boosted entertainment, according to JLL.

COMMERCIAL INVESTMENT REAL ESTATE

CCIM Institute is at the
forefront of how we learn.
That’s why members and
students can now take core
courses powered by our
blended format, leveraging
the latest in education
technology to optimize the
learning experience. Minimize
your time out of the office
by receiving content and
instruction online, and then
demonstrate your mastery
at a classroom capstone
where you’ll collaborate
with industry peers.

UPCOMING
COURSES
CI 102: Market Analysis
for Commercial
Investment Real Estate

CI 101: Financial
Analysis for Commercial
Investment Real Estate

CI 102: Market Analysis
for Commercial
Investment Real Estate

CI 101: Financial
Analysis for Commercial
Investment Real Estate

Online sessions:
March 27 – April 17;
Chicago capstone:
April 26-27

Online sessions:
April 9-30;
Chicago capstone:
May 7-8

Online sessions:
May 22 – June 12;
Chicago capstone:
June 21-22

Online sessions:
June 21 – July 19;
Chicago capstone:
July 26-27

LEARN MORE and register for
courses at www.ccim.com/blended
or call +1 (312) 321-4460, opt. 2.

MARKET

FOR ECAST

Reversing Direction
Four ways globalism affects environmental compliance.
by Andy Bajorat

D

Changing Regulations
In emerging economies, a new government or new political leader
may abandon previous environmental or safety regulations for
new, sometimes arbitrary standards. This means that to be one
step ahead of potential changes, environmental compliance officers need to be aware of local elections and political movements
in the areas in which they operate.
In the U.S. or European countries, administrators are accus10
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tomed to periods of regulatory rollout. They build in transition
times for changing regulations that emerging economies may
not allow and may even perceive benefit from catching businesses unawares.

Embracing Stakeholders
In previous decades, the philosophy behind doing business in
emerging markets was to set up and start making money as
quickly as possible. With the ever-increasing availability of information, local populations expect greater engagement in manufacturing development and use of natural resources in their area.
Lack of appropriate engagement of stakeholders early in the
planning process can lead to a distrust of the business and result
in obstacles, such as class-action lawsuits or rejection of operating permits and access to resources by government agencies.
Where previously the local population and government would
have welcomed a new factory simply because of job creation,

COMMERCIAL INVESTMENT REAL ESTATE

Aroon Phukeed

ifferences among global marketplaces are shrinking.
The result is a global economy in which expectations
of acceptable environmental and safety practices for
manufacturers are becoming more universal.
While the world likely has more years of disparate approaches
before it establishes an international standard for business practices, the future will arrive shortly. How will business most be
affected by compliance issues in the global economy?

those same areas now are blocking development because of
concerns about sustainability or responsibility for long-term
environmental liabilities.

Ensuring Safety
Anyone who’s worked in manufacturing for more than a few
years has heard stories about what people do at their jobs in other
countries that would be considered appalling in Western economies. For example, an employee at a smelter who wore one shoe.
The shoe went on the foot over which the worker ladled material
from the crucible to the mold, and the liquid metal sometimes
dripped. He could only afford the one shoe, so he bought just the
one shoe and worked in the smelter with one bare foot.
Although it may be considered the cultural norm to work in a
smelter bare-footed or single-shoed where this worker is located,
it isn’t acceptable in the U.S. or European countries. Global companies cannot tolerate these disparities.
International organizations are becoming more involved in
workers’ rights and ensuring that basic standards of safety are
universal, rather than dependent on local norms or employees’
desperation for work. Also, workers in global companies want
to know that employees are treated ethically at all levels, independent of location.

Regulating Supply Chains
Many global companies already are implementing this concept
for safety. For example, injuries for subcontractors have to be
included in the organization’s total safety statistics. Responsibility for suppliers, both safety and environmental, has become
critical for a global economy.
Ignorance of where a company’s supplier sources raw materials
or how employees are treated at supporting facilities no longer is
acceptable. It also is becoming harder to believe.
The perennial media attention that personal electronics companies receive about working conditions in assembly factories,
which are not owned or operated by the design firm, is publicity
no company wants. Also, the responsibility for injury and death
in these facilities are statistics no firm wants on its resume.
Globally, consumers are concerned about how the products they
purchase are sourced. As more ethical and sustainable options are
presented, the longevity of a business may depend on ensuring
that every life stage of its product meets the highest standards for
compliance with environmental and safety regulations.
Andy Bajorat is chief operating officer and principal at BBJ
Group, an environmental consulting firm in Chicago. Contact him
at abajorat@bbjgroup.com.

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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Global Guru
by Sarah Hoban
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CIRE: Describe your work in Los Angeles — how you
started and what you do now.

Chao: I started out in 1983 as a residential broker in the San
Gabriel Valley of California. I learned about professional organizations such as CCIM, SIOR, and IREM in 1985 when I took
courses from the Realty Institute, LLC, in San Bernardino, Calif.
After taking CI 101 in 1986, I realized commercial real estate
is totally different from residential. The course opened up my
eyes and led me into a different world. I continued with the rest
of the courses and earned my CCIM designation in 1988.
During the late 1980s, I started my own syndication, buying
small apartment buildings of between 20 to 30 units in the Los
Angeles area. However, the timing was bad due to one of the
worst U.S. down cycles. Most of the property values were far
less than the existing mortgage debt, so I lost all the apartments
in which I had syndicated.
On the other hand, since property values fell so much, I started
working with several wealthy international investors, buying
landmark Class A buildings in California, including office, retail,
and hotels. This effort proved highly successful.

COMMERCIAL INVESTMENT REAL ESTATE

Lewis Tse Pui Lung

L

os Angeles has proven to
be an appealing market for
Asian commercial real estate
investors. A 2016 report from
Cushman & Wakefield noted that Los
Angeles was the No. 3 market for Chinese investment, after New York and
San Francisco, with about 7 percent of
Chinese investment in U.S. real estate,
totaling more than $1.5 billion.
Eddy Chao, CCIM, of Infinity
Realty
Advisors works almost excluEddy Chao
sively with global investors. Chao and
his company made headlines in 2014
when they handled the year’s largest hotel deal: the sale of the
Los Angeles Airport Marriott to a Chinese real estate developer
for $160 million.
He recently discussed with Commercial Investment Real Estate
how the influx of investment has helped change the city’s commercial marketplace.

Today, I am one of the principals in the company, working
with overseas investors on multifamily, hospitality, office, and
retail, as well as overseeing more than $2 billion in assets for the
ownership. I focus on the West Coast, with assets from northern
California all the way down to San Diego, as well as properties
in Las Vegas and Phoenix.

CIRE: How has the market changed in Los Angeles?

Chao: Los Angeles is a big city, so the change really depends
on which area you’re talking about. But overall, it has been transformed to a modern, fast-track city.
Downtown is a good example. Until the mid-1990s, there was
nothing in downtown Los Angeles. People would ask where your
office was, and when we said downtown, they’d say, “I don’t want
to go; it’s not safe.”
But today, everybody goes downtown; you see new construction all over the city — developments for residential, commercial,
and office. Lots of millennials have moved downtown.
They are young, with plenty of disposable income, which
brings in retail business. They love to live in an urban setting; they enjoy the convenience. I think the trend will last
for quite a while.

CIRE: How do you work with your international clients?

Chao: Our core business is assisting overseas investors who are
interested in U.S. commercial real estate as part of their portfolio,
to either provide stable cash flow or appreciation.
We act as their advisers to help them to identify their ultimate
goal and help them to acquire the asset that matches their investment goals.
We work with major accounting firms to help our clients
understand U.S. taxes; structure the proper entities and capital;
and assist them on due diligence, secure financing, and close the
transaction. In many cases, we also oversee the property as the
asset manager after closing.

CIRE: What advice would you give to someone considering
working with international clients?
Chao: It takes time. Exposure is important, so people get to
know you. I get referrals from other professionals such as bankers,
lawyers, accountants, and other Realtors.
Commercial real estate is broad, so you have to decide what
you want to be and work on it — and then get lots of education.
Sarah Hoban is a freelance writer based in the Chicago area.
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Silver Lining
Developers and investors will find new opportunities in Puerto Rico.
by Andrew Maguire, Esq.

W

Transactional Norms
Although Puerto Rico is a U.S. territory, its applicable laws and
customs often differ from U.S. states. For example, the seller
delivers the title to real property through a deed of sale, which is
filed in the Puerto Rico Property Registry.
Transfer tax is due at closing, with the seller paying the cost
of stamps on the original deed, and the buyer paying the cost of
stamps on the certified copy of the deed and recording vouchers.
14
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The amount of transfer tax due is based on a tiered scale, with the
percentage due increasing with the amount of the purchase price.
At closing, the seller must pay a notary fee based on the purchase price. The notary fee must equal at least 0.50 percent of
the purchase price for acquisitions up to $5 million, but the fee is
negotiable when the purchase price is higher than this amount.

Due Diligence
In any real estate acquisition, the buyer’s due diligence centers on
physical inspection of the property. In Puerto Rico, a thorough
property inspection is even more critical after Hurricane Maria.
Buyers should hire qualified engineers and construction professionals to ascertain the building’s structural integrity, while
considering design changes to guard against future storms.
Although environmental testing typically is advisable for any
buyer, mold inspection is outside the scope of the standard Phase
I environmental site assessment. Accordingly, prospective buyers
concerned about the aftermath of flood damage may consider hiring an industrial hygienist to perform a specialized mold survey.

COMMERCIAL INVESTMENT REAL ESTATE

Jose Vallecillo

hen Hurricane Maria descended upon Puerto Rico
on Sept. 20, 2017, the fate of the island and its
people changed forever. In addition to the vast
human toll taken by Maria, the storm demolished
much of the island’s infrastructure while severely damaging a
wide swath of Puerto Rico’s commercial buildings.
Although the well-being of affected Puerto Ricans remains
paramount in the hurricane’s aftermath, the tragedy of Maria will
spawn opportunities for commercial real estate developers and
investors that participate in its recovery and rebuilding.

Major weather events can affect the financial performance
of commercial properties. The purchaser should determine the
financial viability of the asset and account for the residual impact
of storm damage to the property.
This financial analysis is of paramount importance to the
purchaser’s lender while underwriting the loan and evaluating
the collateral property. Likewise, the buyer should study the
restoration obligations and related termination rights under the
existing property leases.
The cost and availability of insurance can vary depending on the
nature and severity of recent casualty events. In addition to lenderimposed minimum insurance requirements, the buyer should consult with its insurance provider and consider increased coverage
amounts to mitigate the risk of future weather-related losses.
During due diligence, the buyer should determine the flood
zone designation of the property. If the property is located within
a designated special flood hazard area, the buyer might consider
working with the seller to obtain a letter of map revision to reclassify the flood zone designation.

staggered the commercial real estate market on the island and
kept some potential buyers on the sideline. However, opportunities abound.
As a U.S. territory, Puerto Rico acquisitions are free of many
of the tax and logistical hurdles that often hamper real estate
investment internationally. Historically among the 50 busiest
U.S. ports, the volume of goods flowing into the Port of San
Juan, P.R., creates an ongoing need for warehouses, distribution
centers, and retail locations.
Devastation of the electrical grid, cellular towers, and roads
and bridges will likely spawn opportunities for public-private
partnerships and direct investment in core infrastructure. On
the strength of recent legislation providing favorable tax treatment to certain financial entities, affiliates of investment banks
and private equity funds continue to target distressed loans and
foreclosed properties across Puerto Rico.
Andrew Maguire, Esq., is a real estate partner at McCausland
Keen + Buckman in the greater Philadelphia area. Contact him at
amaguire@mkbattorneys.com.

Market Outlook
Ongoing uncertainty over the restructuring of Puerto Rico’s
debt, coupled with the catastrophic impact of Maria, has

This article is for informational purposes only and not for the
purpose of providing legal advice and is not be acted on as such.

Did you know?
The mission of the CCIM Foundation is to advance and foster commercial real
estate education through scholarships, programs, and research initiatives.
Since its inception, the CCIM Foundation has provided scholarships to students pursuing the CCIM designation. During
the last 25 years, the CCIM Foundation has awarded thousands of scholarships to qualified individuals, funding more than
$2 million. In addition, the Foundation has provided valuable research to, and has helped support programs benefiting,
the entire commercial real estate industry. None of this work would be possible without your support. Thank you!
To learn more about the CCIM Foundation and to donate to our mission, please visit our website at www.ccimef.org

Thank you to our 2018 corporate sponsors

The CCIM Foundation is a 501(c)(3) nonprofit organization.

CCIM.COM
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Full Speed Ahead
Multifamily sector will advance along its long runway.
by Blake Okland

D

Investor Shifts
Every capital food group wants exposure in a strong sector. Last
year, about 66 percent of multifamily investors were private buyers, and the remaining 34 percent were institutional. Expect
16
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greater diversification during 2018 and new equity in the space,
including more international capital.
International sources invested $11.3 billion in U.S. multifamily
during the last year, according to ARA Newmark research. Expect
heightened activity as high net-worth families and sovereign
wealth funds shift their attention from trophy offices and hotels.
However, direct funding may be less common. International
capital has become increasingly fond of identifying U.S. sponsors
for multifamily investments.

Market Variations
Which markets will be hot in 2018? Look for secondary markets to continue to outpace primary markets, especially in the
Southeast and Southwest. Three primary factors will affirm the
frontrunners.
Extending 2017 success: Atlanta and Dallas are considered
global gateways and have economic tailwinds helping — taxfriendly policies and robust job growth. Inventory in these cities
is growing at twice the pace of the national average.
Chasing yield: Orlando, Fla., and Houston will maintain
attractive yields, from the 5.1 to 5.5 percent range. Orlando
finished 2017 with record sales volume. Houston continues to
present a compelling story, as oil markets stabilize and the impact
of Hurricane Harvey pulled significant single and multifamily offline, substantially driving up marketwide occupancy and
providing new support for rent growth.

COMMERCIAL INVESTMENT REAL ESTATE
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espite rumors to the contrary about multifamily’s
growth, 2018 will be a seller’s market.
As long as off-market portfolio transactions and
recapitalizations continue — keeping the amount of
available deals and cap rates down — so will aggressive bidding.
Even with transaction volumes at historic highs, several factors
should fuel this demand cycle.
Absorption: Multifamily is expected to have strong absorption through 2019 as fewer apartments come to market.
Secondary markets: As secondary cities increasingly attract
capital, expect more cap rate compression in those markets compared to large metros.
Tech hubs: After outpacing the national average by double
digits since 2012, technology-driven employment hubs will
maintain the strongest rental growth.
Cap rates: Each of these factors may further suppress
broadly marketed activity and likely trickle into secondary
and tertiary markets that have attracted capital as investors
seek yield.
Ironically, it’s the prospect of these reliable dynamics that will
shake up other aspects of multifamily next year.

Surging cities: Seattle, Denver, and Raleigh-Durham, N.C.,
forecast rapid growth. However, institutional capital could give
the edge to Salt Lake City’s strong tech base or to San Diego’s
transition with new mid-rise and high-rise development.

Sector Evolution
Though conventional multifamily outshines sector interest, 2018
will put the spotlight on three niches.
Student housing: Since proving itself recession-resilient, this
sector is becoming a favorite among institutional buyers and
international investors, delivering new equity to multifamily.
More than 33 percent of 2017 deals tapped international capital,
up from 20 percent in 2016.
Seniors: Active adult activity will thrive. Cap rates should
remain stable as more investors — global, private equity, and
public and private REITs — drive development and acquisition
in markets with high barriers to entry.
Affordable housing: Affordable has become a buzzword
among niche players and institutions since Starwood’s grand
entrance with the purchase of a $500 million portfolio. Expect
a steady flow of deals as properties reach the 15-year investment
horizons. While yields may compress, they’ll stay stronger than
conventional growth without relying on substantial hikes in rent.

Debt Market Movement
Debt capital for well-positioned assets will remain plentiful
despite a pullback in the CMBS market. Meanwhile, government-sponsored entities, banks, and life insurance companies are
expanding their outstanding debt.
Lending across major metros will continue to benefit from
regional banks expanding their real estate balance sheets, while
larger national banks remain more risk-averse.

Strong Forecast
Overall, employment growth remains positive nationwide,
strengthening demand for multifamily and bringing welcome change across the industry. These advances encompass
greater diversification of investors, an influx of new equity,
shifts among lending sources, and sector evolutions. Even
disruptions from short-term rentals should start to ease up
and work in concert with apartment owners. Through 2018
and beyond, expect multifamily to make the most of these
fluctuations.
Blake Okland is vice chairman and head of U.S. Multifamily
at ARA, a Newmark company, in Charlotte, N.C. Contact him at
okland@areanewmark.com.

Build More Business Referrals
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CCIM business owners receive a 20% discount on select ads.
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Infrastructure
Conundrum
Public-private partnerships are good solutions for renovating
infrastructure, but the risks are considerable.
by Michael A. Bedke

T
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Political Reversals
The greatest risk to most P3 deals is the political risk. The P3
graveyard is overflowing with deals that died because of a shift
in the political winds.
Changes in political leadership can kill projects almost overnight. Florida’s proposed $2 billion high-speed rail project
between Tampa and Orlando is just one example. Political shifts
kill deals. Time also kills deals.

Critical Timing
Obviously, it is important to understand the structure of the
transaction and establish a meaningful timeline. Be sure to
build in the requisite lead time for considerations such as legislative approvals, tax incentives, referendums, bonds, and
validations.
Adhere to the rules of engagement. For example, during blackout periods do not get cute or creative for communications.
Strictly adhere to the express terms of the request for quotation
or the request for proposal. These requirements are not aspirational in nature.

COMMERCIAL INVESTMENT REAL ESTATE
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he buzz and speculation about a national commitment
to improving America’s infrastructure continues. This
is not surprising with a commercial real estate developer
in the White House and members of both political parties recognizing the need to update our aging roads, bridges,
dams, ports, and other projects of a public or quasi-public nature.
Both Wall Street financiers and Main Street workers usually
embrace these major projects.
Long popular in Europe, the public-private partnership model
has started to mature in the U.S. Several states have adopted
specific P3 legislation. As a result, the sector is expanding
beyond traditional P3 deals into social infrastructure projects
for schools, hospitals, courthouses, student housing, and recreational facilities.
While P3s may involve innovation, efficiencies, a faster path to
market, and a mix of public and private funding sources, resulting in attractive interest rates and returns, these transactions
have risks. Each project presents its own unusual business risks.
Other risks also should be considered by those contemplating
participation in a P3.

A corollary is to use persuasion for influencing the decision makers as early as possible in the process. Be sure the convincing
occurs well before the blackout period or
cone of silence goes into effect. It often is
possible to drive the RFQ and RFP in a
direction beneficial to the team.
Lawyers, financial consultants, and riskmanagement teams must be involved early,
especially on significant conceptual points.
By way of example, comments should be
provided at the outset on performance criteria and standards for payments, off-sets,
and hand-back provisions at the end of the
concession, use agreement, and other critical
aspects of the bid.

Changes in
political leadership
can kill projects
almost overnight.
Florida’s proposed
$2 billion highspeed rail project
between Tampa
and Orlando is just
one example.

Benchmarking Processes
Study other recent and similar deals, even if from other jurisdictions. Many of the key players, including law firms, underwriters,
insurance companies, and financial advisers, often move from
deal to deal. The club is relatively small.
Becoming familiar with the key issues, such as liquidated

damages and market terms, is a must.
Typically, many of the documents to be
reviewed as part of this diligence and benchmarking process are accessible because they
are public records.

Reality Check

Clear and well-defined risk allocation and
user-friendly documentation are relevant.
Many individual participants in the P3 process will not be around at the end of a longterm concession that takes 25 to 35 years,
so consider as many risks and variables as
possible.
At the end of the day, to avoid a no-bid
situation, the deal must be enticing for lending institutions. In addition to being attractive for financing, P3
deals must be palatable to the taxpayers and elected officials.
Public-private partnerships undergo more scrutiny than private
transactions.
Michael A. Bedke is a partner at DLA Piper LLP in Miami.
Contact him at michael.bedke@dlapiper.com.

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

STDB

Free and discounted courses covering
crowdfunding, big data, and more.

The industry’s best digital toolkit for
market analysis.

FindaCCIM.com and CCIM Connect

CIRE Magazine Subscribtion

An exclusive global network for
business and industry intelligence.

The award-winning publication that
covers market trends and innovations.

Affinity Provider Program

DealShare

Exclusive discounts on travel, tech
tools, printing, and more.

A database of listings not found
anywhere else.

Experience life with the pin.

Visit www.ccim.com/benefits

CCIM.COM

March | April 2018

19

CCIM

EDUCATION

Fast and Furious
How the 2017 Tax Act may affect the commercial real estate industry.

he dizzying pace of writing, discussing, reviewing, and
passing the U.S. Tax Cuts and Jobs Act of 2017 has
made it tougher to determine how its changes will affect
the commercial real estate industry. Many of the 2017
tax act’s changes already started in 2018, but many issues will
require further refinement to understand their idiosyncrasies.
Many of the changes will sunset after 2025.
The 2017 tax act provisions apply to both individuals and
organizations.
Under the new rules for individuals, those filing a single return
making under $9,525, the rate on the taxable income is 10 percent.
On the other hand, for those individuals with taxable income
of more than $500,000, the reduced rate is set at 37 percent —
slightly less than before.
For those filing joint returns, the 10 percent rate applies for a
taxable income amount of under $19,050. The highest rate of 37
percent tax applies to those with taxable income of more than
$600,000.

T

Beneficial Corporate Tax Rates
To address the issue of competitive tax rates for corporations, the
2017 tax act reduces the highest corporate rate from 35 percent
to 21 percent, starting in 2018.
The expensing of capital expenditures and use of cost recovery
20

March | April 2018

has allowed a business taxpayer with qualified property to deduct
the cost of most personal, nonresidential property, which was
employed in business. Immediately before the 2017 tax act, this
rule allowed taxpayers to deduct up to $500,000 of acquired,
qualified, personal property rather than applying cost recovery
to the property during a given number of years.
The 2017 tax act gives taxpayers even more immediate deductions. Under the provisions of the 2017 tax act, taxpayers may
deduct up to $1 million for qualified property. The benefit of such
current write-off is subject to limits, if the taxpayer acquired too
much of the qualifying property. In such instance, the current
deduction could be lost.
However, the phasing out of such property deductions was
increased to $2.5 million under the 2017 tax act. If the $2.5 million amount is not exceeded, there is no reduction in the use of
the current qualifying property write-off. For example, a taxpayer
might place in service $800,000 and deduct the whole amount
under the 2017 tax act.
Under Internal Revenue Code Section 179, most of the
property is nonresidential, business (personal) property, and
not real estate. However, exceptions exist where qualified retail,
residential, and leasehold improvements may fall within IRC Section 179. Further, fire protection, air conditioning, and roof work
also may fall within IRC Section 179.

COMMERCIAL INVESTMENT REAL ESTATE
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by Mark Lee Levine, CCIM, JD, LLM (Tax), and Libbi Levine Segev, JD, MS-RECEM, LLM (Tax)

Expensing Allowances
Under an additional rule under IRC Section 168,
qualified taxpayers can write off 100 percent of
capital expenditures for qualified new and used
property for the taxpayer’s business use.

Exchanges
IRC Section 1031 has existed since the 1920s.
Fortunately, members of the U.S. Congress concluded, under the 2017 tax act, that Section 1031
would not be repealed for real estate. However,
the 2017 tax act did repeal the Section 1031 rule
for exchanging personal property.

Carried Interest

Under an
additional rule
under IRC Section
168, qualified
taxpayers can
write off 100
percent of capital
expenditures for
qualified new and
used property for
the taxpayer’s
business use.

In some instances, taxpayers have received carried
interest in each project that they directed. In such
cases, the taxpayers often claimed that any gain
from the disposition of the interest was subject to
tax at the long-term capital gain rate.
The 2017 tax act addressed this issue by holding that if the
interest might otherwise be qualified for long-term capital gain,
such interest would not be taxed as long-term capital gain unless
the carried interest was held for a minimum of three years.

Alternative Minimum Tax
Ever since the passage of the Alternative Minimum Tax, many experts have asked why the
AMT should exist. While the individual AMT
was not repealed, Congress did repeal AMT for
corporations, which is effective in 2018.
Similar to the 21 percent corporate tax rate,
this change will make U.S. corporations more
competitive globally, and more likely to want to
undertake more business within the U.S.
Of course, there are many other changes under
the 2017 tax act; commercial real estate professionals overall have plenty to celebrate. The new
act will spawn new legislative proposals and
refinements. Stay tuned.

Mark Lee Levine, CCIM, JD, LLM (tax), is a
professor and chair holder at the Burns School
of Real Estate and Construction Management,
Daniels College of Business at the University of
Denver. Contact him at mlevine@du.edu. Libbi Levine Segev,
JD, MS-RECEM, LLM (tax) is a teaching assistant professor at the
Daniels College of Business at the University of Denver. Contact
her at libbi.levine@du.edu.
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The expanded Panama Canal slowly shifts the balance
between East and West Coast shipping volumes.
by Sara S. Patterson
The expansion of the Panama Canal is changing the shipping dynamic of the U.S. Eastern seaboard by permitting
deeper ships to enter its ports. These Eastern ports may
gain the competitive edge to challenge the supremacy of
the West Coast ports for shipping more transit-equivalent
units, the industry standard measurement for cargo container volume.
However, nearly two years since the renovated Panama
Canal opened in June 2016, the changes are coming slowly.
Larger ships are passing through the canal to U.S. East
Coast ports. The total number of transits, however, was
down by 0.2 percent last year, with 46.3 million 20-foot
TEUs, according to CBRE. Ultimately, the growth in
cargo will resume, and the increased competition between
ports on the East and West Coasts will create more flexibility and alternatives for distribution and warehouse users.

“Like ships move slowly, shipping routes and port markets also tend to change slowly,” says Craig Roberts, CCIM,
real estate project manager at Port Tampa Bay in Tampa,
Fla. “We invested in Post-Panamax cranes for ships from
the Panama Canal and are expanding our container capacity. Getting our infrastructure ready is the first step.”
The World Trade Organization forecasts up to 4 percent
growth for shipments to and from the U.S. during 2018,
driven by a sharp uptick in expected global gross domestic
product growth. Currently, the West Coast claims a 52 percent share of U.S. TEU volume, which has declined from
54 percent in 2014 and from 57 percent in 2010.
Roberts expects Port Tampa Bay to experience growth
in its TEU volume during the next 10 to 20 years due
to the expansion of the Panama Canal and the growth
in central Florida’s Interstate 4 corridor. He anticipates

Plumbing Greater Depths
In JAXPORT in Jacksonville, Fla., crews are digging
deeper into the St. John’s River to increase its depth to 47
feet from 40 feet. Already, the port has the widest shipping
channel in the Southeast U.S., which allows two ships to
pass simultaneously.
Additionally, JAXPORT achieved record growth in containers, vehicles, and overall tonnage during fiscal year 2017.
The port moved more than 1 million TEUs, a 7-percent
increase compared to 2016, with nearly 40 percent of the
containers coming from Asia.
“We anticipate the cargo volume will continue to
increase,” says David Stubbs, CCIM, director of properties and environmental compliance at JAXPORT. “The
deepening of our harbor will allow the number of containers
to significantly increase. A great deal of cargo headed to
the U.S. today and in the future would be most efficiently
served through our port.”

Balancing Mixed-Use Properties
South of JAXPORT and east of Tampa on the Atlantic
Ocean, Port Canaveral focuses on being a mixed-use port,
encompassing cruise ships, cargos, and warehouses, as well
as retail, parks, offices, an exhibit tower, marinas, and a
medical center. While certain areas are restricted, much
of the land is open to the public. Also, SpaceX and other
aerospace companies vie for berth area and land to use
as they unload rocket stages that will be refurbished and
reused in future launches.

In the three years that Scott Shepard, CCIM, has headed
up real estate at Port Canaveral, his focus has been on negotiating and rewriting leases for port tenants to bring them
up to industry standards. “In addition to a newly completed
246,000 sf Class A warehouse, we have several build-to-suit
projects underway that require regular coordination with
port departments, environmental groups, and county officials,” says Shepard, director of real estate at the Canaveral
Port Authority in Cape Canaveral, Fla. “Lease revenue can
and should be an important focus of the port. The port’s
Board of Commissioners recently approved our strategic
master plan for the overall vision of development for the
port. The updated plan will be used to navigate the land use
for the port’s growth during the next 30 years.”
During the next decade, the Eastern seaports most likely
will increase their percentage of global shipments in the race
with the Western seaports. Infrastructure within the ports
will play a significant role.
Sara S. Patterson is executive editor of Commercial
Investment Real Estate.

PORT CALL
by Sara S. Patterson

Working in commercial real estate at multiple ports around the U.S. is
a hidden opportunity for which CCIMs are uniquely qualified. “While
professionals with strong commercial real estate and investment
backgrounds traditionally have not been on staff, these ports need
commercial real estate professionals who understand how to negotiate good leases and determine market rates,” says Scott Shepard,
CCIM, director of real estate at Canaveral Port Authority in Cape
Canaveral, Fla. “CCIM training concerning IRR and cash-flow analysis
has been helpful with establishing market rates for tenants.
At JAXPORT in Jacksonville, Fla., David Stubbs, CCIM, brought
a new perspective and way of looking at commercial real estate.
“I questioned a lot of things done in the past and improved our leasing process,” says Stubbs, director of properties and environmental
compliance. “CCIM courses gave me a strong financial background
to evaluate leases, especially large leases of different lease lengths,
varying from 25 years to month-to-month.
“Every day in this job is different. I do appraisals, property purchases, and ROI calculations that I learned through CCIM.”
At Port Tampa Bay, Craig Roberts, CCIM, started his career in
commercial real estate appraisal and then shifted to specializing in
industrial properties. “The industrial property experience led to my
position at the port,” says Roberts, real estate project manager since
2000 at Port Tampa Bay in Tampa, Fla. “My CCIM training gave me
the ability to explain ROI, cap rates, and market information to port
executives, stakeholders, and our board members.”
For those CCIMs intrigued by working in ports, where dolphins,
manatees, and even rockets are commonly spotted, Shepard advises them to learn about the maritime industry and ports to supplement their strong skills in negotiation, financial analysis, and market
analysis. “I wish that I learned about this job 20 years ago,” says
Shepard, who has been working at Port Canaveral for three years.
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more permanent residents will settle in the area, as well
as more food and goods being needed to supply the tourism industry.

Investors expand their foothold in
office secondary markets and suburbs
in the search for higher ROI.

by Beth Mattson-Teig
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Better Yields
Cap rates in the gateway markets have dropped below
6 percent, which makes it very difficult to build in
enough income growth or underwrite at a low enough
exit cap rate to achieve the double-digit IRRs that
investors expect to see, says Gary Lyons, CCIM,
SIOR, senior vice president, Investment Sales Team at
Avison Young in Raleigh, N.C.
“They are naturally migrating to secondary markets,” he says. During the first three quarters of 2017,
office sales in major metros reached nearly $50 million,
which was down 16.5 percent compared to the same
period a year ago, according to Real Capital Analytics.
In comparison, sales transactions in secondary markets
increased 8.3 percent to $38.6 billion.
Investors have taken notice of the strong fundamentals in Raleigh-Durham, N.C. The metro is continuing
its solid recovery, with annual absorption that surpassed
800,000 square feet in 2017, and office rents that are
rising at a rate of 5 to 6 percent in both Class A and
Class B sectors.
“The amount of institutional capital in our market is
higher than it has ever been,” Lyons says. “There are a

Tim Robberts

I

nvestors have plenty of capital to spend and a
desire to grow office portfolios — and more of
that capital is moving away from major metros.
The economic recovery that has been slower to
trickle down into secondary and tertiary markets is
gaining traction, and investors clearly are taking note
of that market shift.
As a result, investors have started shifting to secondary markets, such as Las Vegas, because the gateway
markets really have topped out for market pricing and
property values, notes Soozi Jones Walker, CCIM,
SIOR, president and broker at Commercial Executives
Real Estate Services in Las Vegas.
“Bigger institutional investors are coming to our
market to look for higher yields,” she says.
The Las Vegas metro was hard hit by the Great
Recession, but investors now recognize that property
values have bottomed out and have started to rise. In
Las Vegas, office vacancies have dropped to about
13 percent and are still improving, along with an
increasingly diverse economy, Jones Walker notes.
Investors seem to have “pots of money” even for Class
B assets in secondary markets, she adds.

Do you favor well-certified
buildings during site selections?
13%

53%

34%

No impact

Marginal preference for
WELL-certified buildings

Strongly favor
WELL-certified buildings

Do you run an employee
wellness program?
9%
15%

76%

Yes

No, and have
no plans to

No, but plan
to introduce

Source: CBRE survey of global corporate real estate executives

lot of big players and big money looking for deals here.”
Sales for the first three quarters of the year totaled nearly
$700 million, which is up 14 percent year-over-year,
according to Avison Young.
National data points to an office market that is
stable — and perhaps a bit stagnant. Construction and
absorption both have been moving forward modestly,
which has been producing a net neutral effect on occupancy levels.
U.S. vacancies have remained flat during the past two
years at an elevated rate of about 16 percent, according
to Reis. Yet the tide is not lifting all boats the same,
and investors are taking a deeper dive into secondary
and tertiary markets.

Changing Markets
For example, Omaha, Neb., is experiencing an uptick
in sales activity that is coming from local as well as
regional and national investors. The metro had
several properties traded in 2016 and 2017 for cap rates
at 10 percent.
“Those are very, very high capitalization rates for
good product,” says Ember Grummons, CCIM, an
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investment sales broker at Investors Realty in Omaha.
Cap rates have since dropped below 10 percent, but they
are still high compared to other markets. Those yields
are attracting more investors to the market, he adds.
Buyer attention also is expanding to include best-inclass suburban assets. “Single-tenant office has been hot
all along,” Grummons says. “But suburban multitenant
office has been out of favor for a long time, and I feel
like it is starting to come back.”
Nationally, 2017 office investment sales through
November topped $126.9 billion, which is down 11
percent year-over-year. More telling is that suburban
office sales remained relatively flat at $71.1 billion, while
CBD sales dropped 25.2 percent to $41.6 billion.
Class B properties also are becoming more attractive
to investors, as vacancies start to shrink and rents start
to rise. In Omaha, the Class B sector was hurt by the
flight to quality that occurred several years ago.
Vacancies have since improved to 10.6 percent, and
Class B buildings are beginning to fill up again. Rents
for Class B have been flat for some time, while the cost
for tenant improvements has gone ballistic.
That has lowered returns for owners and made Class
B office investments less attractive for buyers, according
to Grummons. “We are just starting to see a little creep
up in Class B rents, and, personally, I think that will
accelerate,” he says.

Revitalizing Smaller Cities
Even tertiary markets are getting a lift from a stronger
economy. Columbus, Ga., has seen a return of positive
leasing and expansion during the past two years. Much
of that activity is focused squarely on the city’s downtown, due to ongoing revitalization and new investment that has occurred over the past 12 years.
For example, the city has worked to create a hub
of activity ranging from a thriving restaurant scene
to outdoor recreation, with a new man-made white
water course that opened on the Chattahoochee River
in 2012. “Our downtown is really a model downtown
that you will hear a lot about in the future,” says Leah
P. Braxton, CCIM, vice president, Brokerage Services
at W.C. Bradley Co. Real Estate LLC in Columbus.
Recent redevelopment projects for W.C. Bradley
include Eagle & Phenix Mills, a mixed-use historic
redevelopment along the river that has created condos,
apartments, office space, and ground-floor retail and
restaurant space. Last year, the company also announced
plans for The Rapids at Riverfront Place, a $52 million
development that will include apartments, retail, and
restaurants. The growing residential and retail space
also is beginning to attract more office users that are
relocating from the suburbs, Braxton notes.
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Seller’s Market
The biggest challenge in secondary and tertiary markets is finding deals at scale. Most institutional buyers
want to write $30 million to $40 million equity checks,
which translates to an $80 million to $100 million
deal, and there just aren’t that many deals of that size
in smaller markets such as Raleigh-Durham.
“That is probably one of the most frustrating aspects
of this market for institutional buyers,” Lyons says.
Another challenge is that some owners are reluctant to sell in a market where it is more difficult to find
replacement assets. “We have the tale of two worlds here
in our market in southern Nevada,” Jones Walker says.
On one side, the REITs are looking for properties to
buy in Las Vegas, and the handful of institutional assets
in the market have been trading at lower and lower cap

rates. “From an investment-grade standpoint, we are
on everybody’s radar as they march across the country
looking at areas such as Phoenix and Salt Lake City,”
Jones Walker says. “But there is a constraint of that type
of product here. The velocity is not there.”
The flip side of the office investment market in Las
Vegas is one dominated by smaller buildings and local
tenants that smaller investment groups pursue. There
is much more activity on subinvestment-grade office
properties.
“We have a lot of Class B here, because the land is
more affordable,” Jones Walker says. Those buyers are
looking for a little higher cap rates, but sellers are in a
quandary because they don’t know what the tax consequences might be in the wake of tax reform, and they
don’t know where they would put that money, she adds.

Smart Building Technology Emerges
by Beth Mattson-Teig

Consumers are creating a smart home experience with gadgets, which allow them to do tasks ranging from turning off
appliances and lights to activating security cameras and door alarms — all from their smart phones. Office workers now
can use those same technologies to create a more comfortable workplace.
“You see a lot of technological innovation happening in homes and other areas of our lives, and we’re bringing those
technologies into the workplace,” says Lindsay Baker, president at Comfy, a software company that provides workplace
tech solutions for large occupiers, including the likes of WeWork, Intel, and Cisco.
Commercial smart building technology has been focused on creating efficiencies behind the scenes with automated
systems that control everything from lighting to elevators. Now, more of that tech is being pushed to the forefront with
tools that can enhance the experience for tenants and their employees.
For example, five years ago Comfy first launched an app that helps occupants in large buildings manage the temperature in the workplace more effectively. Now, the company is expanding its product offering to help control lighting, book
rooms or desks, and navigate around large corporate campuses.
Technology allows people to customize their own space, such as changing the lighting from cooler tones to warmer
tones. Other examples of new tech tools include electrochromic windows that create changeable glazing that allows
occupants to adjust the light transmittance or transparency of windows.
The increased automation in buildings makes people feel like they have a lack of control, Baker notes. For example,
people no longer have the option to open a window or even turn down a thermostat when they are too hot.
The emerging new technology enhances the workplace and gives some of that control back to workers. “Everybody
is talking about wanting to improve the employee experience, and one of the ways to do that is by empowering people,”
she says.
Employers are recognizing that technology apps aimed at improving the workplace experience can help improve
engagement with workers and potentially improve employee retention and productivity. At the same time, landlords are
recognizing that workplace apps create an added amenity that can help to attract and retain tenants.
The big fallacy about automation in buildings is that it assumes that everyone wants the same thing all the time, and that
is simply not true, according to Baker. Some people thrive on being able to look out a window and enjoy the view, while
to others that same view might be a distraction. Being able to change that view easily with a simple app gives occupants
more control over their environment and allows people to personalize space to suit their own preferences.
“During the past couple of years, landlords and corporate real estate teams are realizing that they need to take a
more active role in introducing new workplace technologies, and they also are putting that tech directly in the hands
of office workers,” Baker says. “Occupants are demanding more control over the physical infrastructure of their workplaces, preferably from their smartphones and personal devices. Forward-thinking building owners are recognizing
and meeting that challenge.”

CCIM.COM
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Las Vegas and the Twin Cities Show
Different Office Yields

Facts about Office
10-Year Treasury Rate

Minneapolis-St. Paul
Office Cap Rates

Las Vegas
Office Cap Rates

12.0%

• The balance between density and collaborative space has become increasingly
significant for workplace design.
• The fast-growing technology industry often
seeks office space in secondary markets,
boosting its expansion.

10.0%
8.0%

• The cost per workstation in the U.S. jumped
by 4.2 percent in 2017.

6.0%

• As user experience gains relevance in the
workplace, more offices will be designed to
make each member of staff more comfortable, happy, and productive.

4.0%

Source: Cushman & Wakefield
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Trailing 12 months through 1Q 2017
Sources: Marcus & Millichap Research Services; Co-Star Group; Real Capital Analytics

Overall Office Vacancy Declines in Omaha
16%

14%

Historical Average = 12.6%

12%

10%

8%

2012

2013

2014

2015

2016

2017

Source: Cushman & Wakefield

Niche Office Markets
Buyers continue to fuel a very hot sales market for
small office and medical office buildings priced under
$3 million, according to Ross Hedlund, CCIM, senior
vice president of corporate services at Frauenshuh
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Commercial Real Estate Group in Minneapolis.
“We have been seeing a ton of investors, even firsttime investors in real estate, who are buying up smaller
Class B and Class C office buildings and smaller medical and dental buildings.”
People have done well with other investments and
have capital to spend. At the same time, some are worried about high values in the stock market and are looking for other places to put their capital, he adds.
In Minneapolis, rents have been rising, with increases
in the past year of about 3 percent. “I think that is helping to drive values up too,” Hedlund says. “When people
are underwriting with future cash flows and cap rates,
they are able to pencil out a better purchase price.”
Even some of the properties that traded a few years
ago are re-trading, maybe at the same cap rate, but with
higher in-place income and higher values, he says.
Generally, a lot of capital continues to be available
for office properties both on the equity and debt side.
“Lenders are still being extremely aggressive to place
their capital, and a lot of the equity guys are anxious to
place their capital,” Hedlund says. “At the moment, it
definitely seems that the future is still bright for continuing to have strong sales volume and potentially sale
prices that are inching up.”
Beth Mattson-Teig is a business writer based
in Minneapolis.
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JANET.
Every time SIORs walk into a room,
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focused, SIORs represent the absolute
best in commercial real estate. Access
the world’s most elite network and
open the door to game-changing
opportunities.
SIOR. Your next big win is just four
letters away.

www.SIOR.com

More employees for the same size office space
result in hidden costs.
n the workplace, the trend continues of smaller Rising Costs
space for individuals and larger spaces for col- Landlords normally equate employee occupants in their
laborative activities. Since the 1990s, companies suites with the parking allocation that is negotiated in the
have reduced the square footage allocated to each lease. However, many companies have far more employees
employee from 250 to 300 rentable square feet to today’s than parking passes.
Parking challenges aside, recent experiences with compalow of 100 to 150 rsf.
As the cost of real estate rises, companies have more nies that overload employees in an office suite reveal other
incentive to increase their headcount within the same sized concerns and costs for landlords. These include higher day
office space. Furthermore, landlords are moving toward porter costs due to numerous restroom cleanings, extra
allocating more shared space in their buildings. These paper products, and stocking of supplies.
Office buildings are designed for a certain heat load on
creative spaces have fewer private offices and larger open
areas, allowing for dense workstation layout and boosting a floor. When a floor has six to 12 individuals per 1,000 rsf
employee count even further.
of space, the HVAC system is inadequate due to the
A recent survey of landlords in the Orange County, Cali- resulting heat generated by computers, monitors, equipfornia, and Los Angeles markets shows mixed results. Some ment, and people.
landlords have capped occupants per square foot and tried
Building HVAC systems often are modified since the
to enforce those counts. Other landlords are caught in the building engineer must reconfigure air flow to accommodate
quandary of being stuck with at least one tenant with an the excessive heat load in a certain suite or floor. Operating
excessive number of employees. Other owners are not deal- equipment above normal capacity increases repair and
ing with the problem.
maintenance costs. More importantly, it decreases the useThe landlords who aren’t concerned about this issue usu- ful life of HVAC systems.
ally have lower occupancy buildings, so the parking remains
Undue wear and tear on the elevators from the increased
plentiful and the low occupancy in the building doesn’t feel personnel riding up and down is hard to quantify, but still
like the offices and common areas are overcrowded. How- causes a high cost to the building owner with excessive repairs
ever, many of the brokers surveyed
and reduced lifespan. Current generafelt that once a building reaches
tion elevators have a 15- to 20-year
85 percent occupancy, this issue
lifespan, so replacing them a few years
by Jeffrey W. Eales, CCIM, CPM early is extremely costly.
becomes problematic.

John Lund

I
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This dilemma prompts two points of resolution for the
owner.
1. How to limit the occupancy; and
2. Upon request of a tenant to be permitted more occupants, whether to allow it.
If the provision is included, how does an owner establish sufficient extra rent to compensate for the higher costs?
Limiting occupancy can be accomplished through including
appropriate lease language. In those circumstances where
the landlord is amenable to allowing more occupants, devising an acceptable added rent charge is the challenge.

Devising Solutions
Research shows that only a few U.S. landlords have
occupancy caps, and none have calculated compensatory
schemes or default language in their leases for extra tenants occupying a suite.
How is this trend of more occupants in the same space
affecting owners’ costs? What equitable solution exists
for both landlords and tenants? While a lease negotiation
often includes a major deal point relating to parking stalls
per 1,000 rsf, only in a few cases does a landlord address
maximizing the headcount within a suite to about five or
six per 1,000 rsf.
As a result, a tenant can squeeze in as many employees
as possible, provided proper fire department guidelines are
met. If the lease allows it, the building owners are forced
to accept the situation.
Furthermore, the landlord must figure out how to keep
the space cool enough in the summer and the bathrooms
clean and stocked, as well as reduce the wear and tear in the
common areas. This is costly and detrimental to the rest of
the building’s systems and other tenants.
In the rare lease where a headcount cap is specified, a violation of such cap is treated like any other breach of the lease
terms. Attaching a monetary penalty to such violation presents legal issues. Even if it is structured as a liquidated damages provision, this clause may not be suitable. The owner
may not want more occupants to alter the professional environment of the property, even if the tenant pays more rent.
32
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Quantifying Costs
A spreadsheet of the building’s size, operating expenses,
and total occupancy can analyze a building’s operating costs
and help to determine a cost relating to each additional
occupant. Start with an assumption of five people per 1,000
rsf for a hypothetical 200,000 rsf Class A office building in
Orange County, California.
Look at three perspectives of operating costs through
which to filter the results. Method 1 views gross expenses
from the landlord’s perspective. Method 2 considers variable
expenses per the owner. Method 3 evaluates the rent from
the tenant’s perspective.
Method 1 encompasses all the costs of operating the
building and providing rental space to the market. This
calculation takes all the common area maintenance operating costs and calculates the amount to operate the building
fully leased with five people per 1,000 rsf occupying the
building. In this example, this yields a cost per person per
month; at $10 psf per year in total CAM, the cost per person
is about $.016 psf per month.
Method 2 analyzes the landlord’s variable expenses for
occupancy. For example, landscaping costs remain static
whether the building is empty or full, while janitorial expenses
increase proportionally with the number of tenants. In the
example by netting out the fixed costs, the variable costs
reflect one person consuming only $.0043 psf per month.
Method 3 looks at costs per employee through the tenant’s
eyes by calculating the monthly rent and dividing it by the
number of employees. For instance, a tenant with 10,000 rsf
at $2 psf could be allowed a maximum of 50 people per 1,000
rsf as specified in the lease. The cost is $400 per month per
person, equaling $.04 psf per month per person.
By averaging the results of these three methods with a
20 percent mark up to cover ownership return on investment, debt service costs, and reduced useful life of HVAC
and elevators, the average was $.024 psf per month for each
person in the building.
The assumption is five individuals per 1,000 rsf in a fully
occupied building. This average of $.024 psf per month
represents about 50 percent of what the tenant is paying for
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John Lund

Excessive people in a suite or on a floor changes the culture and tone of the building. Often, tenants that employ
six to 12 people per 1,000 rsf are hiring from a different
labor market. This affects the Class A feel that the other
companies in the building are paying for, thus jeopardizing
future lease renewals.
While multifamily rental agreements address how to
handle additional occupants in an apartment, office leases
usually have not addressed this problem. All this raises the
question: How can building owners be compensated fairly
for excessive body count in their office spaces?

each of its employees, as noted above in Method 3 of $.04
psf per month.

Calibrating Expenses
After evaluating the return on costs for an owner, total
operating expenses, and adjusted operating expenses, this
example shows that a tenant should pay 50 percent more
in rent for extra employees above the established body
count cap. Of course, each building operates differently,
so the calculations may vary a bit. Billing specific tenants
for excess occupants allows the owner to lower its CAM
charges to other tenants in the office building. Increased
variable expenses offset the reduction in total annual operating expenses and base years.
Just as an owner reduces the electricity expense when
separate meters are installed for HVAC units to cool server
rooms in tenants’ spaces and charged back to the individual companies, so are higher costs for tenants with extra
employees given to compensate owners. This will keep
true operating expenses lower, which boosts net operating
income and value.
Below is an example of a provision to the lease that
covers the cost of excessive employees working in a limited
office space.
Premises occupancy. Tenant acknowledges that the
number of persons present in the building and at the project has a direct relationship to costs incurred by the landlord. Excessive occupancy results in costs and burdens not
contemplated at the rental rate negotiated hereunder, and
additionally can have a negative impact on the professional
office environment sought to be maintained by landlord.
Tenant agrees, therefore, it shall not exceed a maximum (further subject to applicable fire agency or city
regulations that may be more restrictive) of five permanent occupants per 1,000 rentable square feet leased, (the
occupancy cap), without prior written authorization from
the landlord, which the landlord may withhold in its sole
and absolute discretion. For purposes of this paragraph,
permanent occupants are defined as the tenant and its
employees or contractors performing services within the
premises at any one time within the leased premises, or in
the event the tenant conducts training of nonemployees or
contractors regularly, three or more days per week, such
additional persons shall be included in the definition of
permanent occupants.
The tenant may, with the landlord’s approval, and at
the landlord’s sole discretion, add additional permanent
occupants to the premises that exceed five persons per
1,000 rsf at a cost of 50 percent of its then current monthly
base rental amount divided by the square footage of the
premises per occupant.
For example, a $2 psf monthly rental rate for a 10,000 rsf
space equals $20,000 per month. Divided by 50 maximum
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occupants at five individuals per 1,000 rsf equals $400
per month. Fifty percent of $400 is $200 per month per
additional permanent occupant, or $.02 psf.
Violation of this covenant shall be a material breach of
this lease, and entitle the landlord to pursue all remedies
for breach of lease and unlawful detainer. A violation of
this covenant more than three times in any 12-month
period shall be a noncurable default in the lease terms,
and the landlord may thereafter terminate the tenant’s
right to occupancy.

Capping Occupants
Per the brokers surveyed, capping occupants is becoming part of the negotiations, as companies strive for more
efficient office space. Clearly stating how to monitor and
define tenant occupants is critical, as shared workstations,
hoteling, and telecommuting become more prevalent. To
ensure lease compliance, work with the tenant to understand the schedules of its employees and consultants, and
count workstations to clearly define the expectations within
the terms of the lease.
While it will take time to add an occupancy cap for all
tenants in an owner’s building, this is recommended as new
leases are negotiated. While landlords may worry about tenants’ response to being charged for extra employees, in reality
it has become another clause in the lease. Also, incumbent
tenants welcome the news that new tenants cannot exceed
the norm of five employees per 1,000 rsf.
By building this clause into the lease during the negotiation,
the tenant knows that occupancy is limited and predetermines
how to handle this situation. Without a methodology to manage this, the result could be lease default and eviction.
But landlords need a tenant’s rent. Furthermore, many
states’ courts wouldn’t enforce an eviction simply because a tenant exceeded its occupant count by one person. Should a tenant
need to expand for accommodating growth, the tenant can
lease more space in the building at the full market rental rate.
Alternatively, by using the appropriate calculations
and considerations, the landlord can make a determination whether to allow additional permanent occupants.
As described and calculated, the payment of more rent for
higher occupancy is a bargain for the tenant.
Establishing an occupancy cap helps to preserve the quality of the office building environment and justify a reasonable rent for the number of occupants. Addressing this issue
directly in the lease negotiations provides better tenant relations, avoids potential confrontations, and generates more
income for the building owner.
Jeffrey W. Eales, CCIM, CPM, is senior vice president of
asset management and leasing at Birtcher Anderson Realty
Management in San Juan Capistrano, Calif. Contact him at
jeales@birtcheranderson.com.
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RISING

STA R S

CCIMs 30 years old and younger
are changing the dynamics of the
commercial real estate industry.
by Samuel S. Moon and Stephen Rangel
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Changing of the guard is like the changing of generations. Each generation has its own distinctive way of
approaching work and life, and judging how to balance its priorities. Broadly, millennials care more about
integrating community service into their careers, while baby boomers focused more on their careers and families.
Commercial Investment Real Estate recognizes 10 designees who are successfully navigating an industry
experiencing relentless change while adhering to their core beliefs of personal growth, service, and community.
Look for these 10 CCIMs to continue changing the face of the commercial real estate industry.
They exemplify the change in generational values and culture for the profession.

Adam Thomas, CCIM
Investment Sales and Leasing Associate, Age 26
Newburger-Andes
Atlanta
Starting as an intern with Newburger-Andes in 2012, many of his
colleagues worried that the steep learning curve of the commercial
real estate industry, coupled with his youth and inexperience, would
overwhelm him. After two years, however, Thomas started full time
and has since completed more than 50 transactions annually to become
one of its top producers.
With such a busy schedule, he still finds time to participate in student ministries and missions at
his local church. Thomas leads a weekly Bible study group for high school students, and volunteers
annually for national and international mission trips.
“I view my career in commercial real estate as an opportunity to serve others,” Thomas says. “The
relationships I build within the industry reflect my commitment to becoming a resource to business
owners throughout my community and beyond.”

Matt Hagar, CCIM
CEO, Age 30
JMA Commercial
Walnut Creek, Calif.

Run Photo

Katy Lincoln, CCIM
Associate, Age 29
CBRE
Birmingham, Ala.
Since beginning her career in commercial real estate in 2013, Lincoln has
participated in transactions totaling more than $130 million in deal volume.
Lincoln also is involved in leadership roles in the industry and community,
including serving her fourth year on the Alabama CCIM Chapter board of
directors and recently serving as president of the Birmingham CREW Chapter
— the youngest person in the chapter’s history to hold the position.
“I’m committed to serving as the membership chair of the Alabama CCIM
Chapter in 2018 and have set a goal of increasing membership and helping to
advance women in the industry,” she says.

CCIM.COM

Not many 30-year olds can say they
own three different real estate brokerages totaling 60 agents. Matt Hagar, CCIM, is an exception. With less than three years of industry tenure,
Hagar has become the No. 1 commercial broker
in Brentwood, Calif., and is the No. 1 individual
producer within the three brokerages he owns.
Hagar’s accomplishments are more impressive
because he spends $0 on lead generation and other
marketing techniques. Instead, Hagar builds his
professional network by cultivating personal relationships within his community. In addition to
his commercial real estate experience, Hagar has
worked in residential brokerage, house flipping, and
construction.
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Pawel Koltun, CCIM
Corporate Business Adviser, Age 29
Corporate Business Advisory
Kamien, Poland
One of the youngest men to earn the
CCIM designation in Poland, Koltun
began his career in commercial real estate
at the age of 22 and soon became a director for
one of Poland’s largest brokerages. He has since
worked with U.S.-based companies such as the
Boston Consulting Group, global investors, and
leading banks in Poland.
Since launching his own company, Koltun continues to provide diversified professional services
for investors, developers, and global organizations
through his extensive experience in banking and
finance.
“As one of CCIM’s oldest international partners,
Poland and its business leaders continue to recognize and greatly respect the CCIM designation,”
Koltun says. “The designation allows me to reach
out to larger companies as prospective clients and
strengthens my position as an industry expert.”

Facts About
Millennials
n

Believe in listening to their clients’
needs and putting their clients’
interests before their own.*

n

Prefer to harness technology to work
more efficiently, as opposed to putting
in longer hours.*

n

Desire to work in a collaborative work
environment by devising common
goals, brainstorming ideas, and
engaging in problem-solving sessions.*

n

Want to make an impact through their
employers.**

n

View business positively and believe
in behaving in a responsible manner.**

* Source: SVN Millennial Commercial Real Estate
Career Report
** Source: Deloitte Millennial Survey 2017
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Tyler Chesser, CCIM
Vice President of Commercial Investments, Age 28
Gant Hill & Associates
Louisville, Ky.
As Vice President of Commercial Investments at Gant Hill & Associates, Chesser lends his expertise to investors on portfolio acquisitions
and dispositions across several sectors of the industry. While earning the
CCIM designation, Chesser was awarded the Frank F. Weisberg CCIM
Scholarship for standing out among his peers.
The awards didn’t stop after earning his designation in October 2017.
Chesser also has won several awards recognizing his contributions to the
Kentucky real estate market, such as the 2017 Kentucky Real Estate Exchangors “Rookie” Real Estate Exchangor of the Year and the 2017 Kentucky
Commercial Real Estate Alliance Multifamily Broker of the Year.
While he has been elected to the KREE board of directors, the Multifamily Broker of the Year honor usually is given to seasoned veterans who
have been working in the multifamily sector for decades. In addition to
his professional achievements, Chesser also volunteers for the outreach
committee in the Louisville Apartment Association, where he provides
support to the less fortunate.

Andrew Green, CCIM
Associate, Age 26
Colliers International
Fort Myers, Fla.
When he earned his CCIM pin in October 2017, Green became the
youngest person ever in his office to earn the designation. He is a graduate
of Florida Gulf Coast University in Fort Myers, where he still mentors
students gaining real estate degrees.
His hard work and client-focused approach helped Green complete more
than $50 million in sales volume in 2017, including a $19.7 million sale of
a 3.5-acre parcel in Naples, Fla. In addition to helping other aspiring real
estate professionals, he is actively involved with the Florida CCIM Chapter,
as well as numerous other professional organizations in southwest Florida.
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Artem Nashman, CCIM
Agent, Age 26
LandQwest Commercial
Fort Myers, Fla.
With more than 50 commercial real estate transactions completed
in less than five years, Nashman is a self-driven and highly motived
force in sales, acquisitions, and leasing services.
He serves as a board of director member of the Florida CCIM Chapter
— Southwest District — and for the Commercial Investment Professionals
of Southwest Florida. As the 2017 University Alliance Chair for his CCIM district,
Nashman coordinated two events with Florida Gulf Coast University students and faculty.
“Giving back to the community is important to me, and I’m blessed to work with a team
that understands and supports these important causes,” Nashman says.

Wade Greene, CCIM
Vice President of Retail Services, Age 28
Transwestern
Houston
Greene has made a career of
using his networking talents to
explore a variety of market sectors.
Taking advantage of CCIM events,
he estimates that more than 50 percent of his client meetings
occur there.
“They say that you come to CCIM Institute for the education
but stay for the networking, and that’s absolutely true,” Greene
says. “CCIM events are ideal places to meet prospective clients
who may not be in your market but should be.”
Passionate about conservation, he is engaged with the Coastal
Conservation Association, German Shorthaired Pointer Rescue
Texas, and Delta Waterfowl.

Saadia Sheikh, CCIM
Vice President, Age 30
ESRP
Dallas
Already a past president of the
North Texas CCIM Chapter,
Sheikh is well known for her dedication in representing national tenants in
renewals, expansions, site selection, general
consultation, and purchases, as well as for being a perennial
top producer within her company.
She also is a passionate advocate of industry education and
has already established a chair at the University of Texas — a
major accomplishment regardless of age.
“I hope to have the opportunity to serve on a board of a
nonprofit soon,” Sheikh says. “Balancing professional success along with consistent philanthropy is something I strive
to achieve.”

Tom Fennell, CCIM
Principal, Age 30
Dickson Commercial Group
Reno, Nev.
Shortly after graduating from the University of Nevada
in Reno with a bachelor’s degree in finance and accounting, Fennell launched his career in commercial real estate.
He has worked his way up to principal at Dickson Commercial Group, where he manages 15 sales agents and a property management division. Fennell often is the first to arrive and the last to leave,
reflecting his commitment to self-improvement, education, and goal-setting.
Named one of Nevada Business magazine’s “Top Commercial Real Estate
Brokers” in 2015 and earning his CCIM designation in 2016, Fennell still
balances his work and life. On the life side, he is actively involved with the Nevada
Bighorns Unlimited, which has reintroduced three species of bighorn sheep into
more than 60 mountain ranges in Nevada.
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Samuel S. Moon is media relations
manager, and Stephen Rangel is digital
marketing manager at CCIM Institute.
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by Heather Olson, CCIM, and Frank Baldasare

Affordable

Housing
Six steps help to navigate
this tricky terrain.

Nationwide, the affordable housing sector continues to grow — in importance and need. Demand
for units consistently outpaces supply in key market areas, driven by factors such as rising rents,
stagnating wages, and shifting demographics of baby boomers and millennials.
By definition, affordable housing projects require occupants to pay no more than 30 percent of
their income for gross housing costs, including utilities. These affordable properties do not always
have the lowest rents. Area median income percentages play a large role in determining the rental
rate pricing and the impact it exerts on absorption rates and lowering cost-burdened percentages.
While it is a significant market opportunity, new investors must learn to navigate a complicated
process. Commercial real estate professionals can invest wisely by following these steps.

Essential Knowledge
The six steps to success and creating growth in the affordable housing market space encompass
the following:

Who: This could be either a developer of new affordable
properties or an investor looking for existing properties to
buy and operate.
What: Define the types of affordable properties
the developer or investor wants to operate, such
as income-restricted, low-income housing tax
credit properties, Section 8 properties, or
workforce housing.
When: Does the developer or investor want to hold these properties for the
short- or long-term?
Where: Identify main markets in which the
developer or investor wants to operate, such as
urban, suburban, or tertiary.
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2. Weigh the
options with an expert.
Seek out a full-service provider with the experience,
contacts, and creative approach to help the developer or
investor build a team of experienced affordable housing
experts, with both U.S. Housing and Urban Development
and a government-sponsored enterprise (Fannie Mae or
Freddie Mac).

COMMERCIAL INVESTMENT REAL ESTATE

Hocus-focus (#1); Jenner Images (#2)

1. Identify the four Ws — who,
what, when, and where.

3. Identify a
lender with
affordable
housing
experience.
Find a lender that is familiar with the affordable housing
finance process and the options available for debt
structuring, ensuring the maximum financial wherewithal
and generating the greatest return. To advance quickly,
an expert lender also will advise on tax preservation
programs, recapitalizing options, flexible prepayment, and
bridge to re-syndication options.

low-income housing tax credit is structured in one of three
ways:
• HUD 221(d)(4) new construction or sub-rehab programs;
• Freddie Mac’s tax-exempt loan program; and/or
• Fannie Mae’s MBS as tax-exempt bond collateral — fixed
rate (M.TEB) program.
Typically, HUD offers the most competitive interest rates
and loan proceeds along with fully amortizing, nonrecourse
loans of 40 years, plus a two-year, interest-only construction
period. However, HUD programs often take more than six
months to close a deal.
On the other hand, Fannie Mae and Freddie Mac
programs typically can be closed within 90 days. The
choice of agency should be based on the elements of the
loan terms most favorable to the developer or investor,
such as lower interest rates, net proceeds, length of term,
and timing.

6. Stay abreast of
Tax Credit Equity
program basics
and details.

Alex Skopje (#3); Rafe Swan (#4); Natali Mis (#5); OLM26250 (#6)

4. Conduct a market analysis.
This will determine the demand and the depth of incomequalified residents and help commercial real estate professionals locate the most advantageous place to develop affordable property. The key to feasibility is the gap between market
and affordable rents — ideally at least a 10-percent gap.
However, the higher the gap percentage, the higher the
market absorption rate. Increased absorption rates signal
faster and more complete lease-up potential for a given
property. Also, stay aware of other developments under
proposal or construction in order to avoid oversaturated
areas, which can reduce the gap between market and affordable properties.

Keep current with revisions,
because the developer or
investor may extract
savings or other financial
benefits for the affordable
housing project.

Dynamic Potential
The affordable housing sector
brings tremendous opportunity for
growth, along with its own distinct
set of challenges and considerations.
The capitalization of affordable housing involves a complex layering of debt and equity. As a result, the most
direct path to success resides in assembling an expert
team to help navigate the process and quickly turn
the efforts into ROI.

5. Set the project
timeframe.
Timing and considerations concerning
the project timeframe are key indicators
of the type of financing or debt option the
project will require. Typically, much of the
debt for new construction and/or sub-rehab
affordable housing using bonds and 4 percent
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Heather Olson, CCIM, is assistant vice
president at Walker & Dunlop in Atlanta.
Contact her at holson@walkerdunlop.com.
Frank Baldasare is managing director at
Walker & Dunlop in Atlanta. Contact him
at fbaldasare@walkerdunlop.com.
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REGIONAL

OUTLOOK

{MIDWEST}

Originally designed by renowned architect Louis Sullivan in 1899,
the Sullivan Center offices will be sold for $175 million by New
York-headquartered firms KKR and Madison Capital to New Yorkbased investor 601W Cos. The 15-story building in the Chicago
Loop does not include the ground-floor retail space, which is owned
separately. KKR and Madison Capital will make a 17-percent return
on investment on their $267 million purchase of the entire building
in April 2016. The two companies already sold the retail portion
of the Sullivan Center for nearly $147 million in August 2016 to
Acadia Realty Trust, a Rye, N.Y.-based real estate investment trust.
Currently, the 833,000 sf of office space is almost fully leased.

CoStar

Chicago’s Big Deal

{ MIDAT L A NTIC }

CMBS Delinquency Rates for
Office Soar in Washington, D.C.
Examining comparable MSAs nationwide, the Washington-ArlingtonAlexandria MSA shows a significant uptick in delinquency rates for
office from 4 percent to 10.8 percent during a 21-month period.

Denis Tangney Jr.

{MIDWEST}

State

No. of
Delinquent Loans

Total Issuance
Trust Balances

CMBS 1.0
DC

5

16.14%

MD

26

16.96%

VA

31

64.68%

Due to improving market conditions, out-of-state buyers
have flocked to Cleveland, including Hertz, Shelbourne, and
Somera Road. These investors are seeking higher yields than
available on the coasts, relatively low barriers to entry, and
positive underlying fundamentals.

Total

62

97.78%

DC

1

1.46%

n

Sales volumes have increased steadily since 2010 and are
approaching pre-recession levels.

MD

1

0.30%

VA

1

0.46%

n

In the past two years, office investment sales in Cleveland
totaled more than $550 million.

Total

3

2.22%

n

New owners plan to improve the buildings’ amenities and
charge higher rents.

Total

65

100.00%

Cleveland Office Attracts
More Out-of-State Investors

Source: JLL
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Lingxiao Xie

CMBS 2.0

CMBS 1.0=bonds issued prior to 2009. CMBS 2.0=bonds issued after 2009.
Source: DBRS
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{ N ATION A L}

National and Top 10 U.S. Markets Ranked by Completions
Total
2018
2018
Inventory as Forecast Completion
of 12/2017 Completion % Change

Metros
All Markets

12,987,933

360,000

2.80%

Dallas

704,191

22,158

3.10%

Manhattan

543,945

21,768

4.00%

Denver

246,296

15,661

6.40%

Houston

623,369

14,334

2.30%

Miami

270,823

13,483

5.00%

Los Angeles

407,785

12,472

3.10%

Seattle

291,315

12,362

4.20%

Washignton, D.C.

505,144

11,249

2.20%

Atlanta

422,154

10,231

2.40%

San Antonio

185,509

9,385

5.10%

{WEST}

Salt Lake City Reaches Record
Office Absorption
4.65
Net absorption
Deliveries

3.19
2.77
2.39

2.22 2.20
1.61

1.20

1.10

2013
Source: Yardi Matrix

5.45

Numbers in millions square feet

2014

2015

2016

Mile High Traveler

Multifamily Development to
Hit Cycle Peak in 2018

YTD 2017

Source: JLL

{SOUTHWEST}

Dallas Tops Houston as No. 1 Texas Market
Analyzing several key metrics in liquidity and performance, Dallas comes out ahead of Houston, according to
Real Capital Analytics. Currently, Dallas’s liquidity score is elevated, with greater activity and more diverse
buyer interest. Also, prices in Dallas have soared 7.9 percent during the past year. Overall, transaction
volume in Dallas is higher than Houston’s, but the gap is beginning to narrow.
Dallas
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Pricing
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Capital liquidity score
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Pricing

Niro Design
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Pricing
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Source: Real Capital Analytics
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INTERNATIONAL

B E AT
Union Investment recently bought the Magnolia

Wroclaw, Poland’s
BIG DEAL

Park shopping center in Wroclaw, Poland, for
approximately $448 million from Blackstone. Built

in 2007 and expanded in 2015, Magnolia Park

encompasses more than 1 million square feet and
is almost fully leased, with 241 retail stores. It is a
premier shopping destination, with 11 million visitors annually, and is one of 10 shopping centers
in Poland. This purchase is for Union Investment’s
real estate fund Unilmmo: Europa. In addition to
Magnolia Park, Union Investment owns six other

cities: Katowice, Lodz, Rybnik, Bielsko-Biala, and
Gdynia Konin.

Online Shopping in
Europe Accelerates

94% growth in
online sales
by 2021
69% increase in
parcel deliveries across
Europe by 2021
Source: Cushman & Wakefield

74%

Unique Buyers

94%

69%

Absolute
Measures
(50%)

% Institutional
Investment
% Global CrossBorder Capital
% Global
Market Maker
Atomic Imagery

74% of Europe’s
population live in
urban areas

Volume

Relative
Measures
(50%)

Capital
Liquidity
Scores
Measure
the Global
Investment

% Zone
Market Maker
Source: Real Capital Analytics

Global Markets to Watch

Despite the cloud of Brexit, commercial real estate
thrived in London during 2017, with 75 percent of the city’s office transactions closed by global buyers. Of those
international purchases, 90 percent were Chinese investors, followed by capital from the Middle East, according
to U.K. Real Estate research report by CMS, an international law firm. “Transaction volumes in London have been
steady over the past year, with a string of high-profile acquisitions and no sign yet of the exodus from the city that
many predicted,” says Ciaran Carvalho, head of real estate at CMS U.K. in London.
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Magnolia Park

shopping centers in Poland’s secondary market

Hear Industry Leaders  Learn the Latest Trends & Strategies  Build Your Network

Montréal
Real Estate Forum

TAKE ADVANTAGE OF OUR
UPCOMING LEADING
REAL ESTATE CONFERENCES

March 28, 2018
Palais des congrès de Montréal

Vancouver
Real Estate Forum
April 25, 2018
Vancouver Convention Centre,
West

NEW IN 2018!
Western Canada
Apartment Investment Conference
April 26, 2018
Vancouver Convention Centre

Québec City Real
Estate Forum

Edmonton
Real Estate Forum

May 2, 2018
Centre des congrès de Québec

May 10, 2018
Shaw Conference Centre

Land & Development
Conference

Winnipeg
Real Estate Forum

May 15, 2018
Metro Toronto Convention
Centre, North Building

May 30, 2018
RBC Convention Centre,
Winnipeg

For details on these conferences and to register online, visit:
www.realestateforums.com
Sponsorship and advertising opportunities contact:
Frank Scalisi  frank.scalisi@informa.com  416-512-3815

DEAL

MAKERS

THE BIGGEST DEAL Neil Merin, CCIM, of NAI | Merin Hunter Codman

in West Palm Beach, Fla., represented Terra in the more than $62.3 million purchase
of the 245,673-sf Golden Bear Plaza office property in Palm Beach Gardens, Fla.,
from GB Investors LLC. Merin also represented Admiralty Acquisition Co. LLC in the
more than $18.5 million sale of the 80,800-sf 4400 PGA office property in Palm Beach
Gardens to Medical Center Realty LLC, North Medical Building Corp., and EMCD Properties LLC.

Industrial
BIGDEAL

1
Andie Edmonds, CCIM,
of NAI Cascade in Bend, Ore., represented
LCR Properties in the $42 million purchase
of the 1,056,707-sf Leeds Park industrial
property in Charleston, S.C., from JRK
Property Holdings.
2 Terry Coyne, CCIM, and 3 Kristy
Hull, CCIM, of Newmark Grubb Knight
Frank in Cleveland and one partner represented AIC Ventures in the $40 million
sale of a 554,037-sf industrial portfolio,
which includes two industrial properties in
Strongsville, Ohio, to VEREIT ID Strongsville OH LLC. Coyne also represented GED
Cashew Partners LLC in the $18.6 million
lease of a 133,409-sf industrial property
in Glenwillow, Ohio, to GED Integrated
Solutions.
4 Jay Lyons, CCIM, and two partners of
Compass Commercial Real Estate Services
in Bend, Ore., represented G4 LLC in the
$16.3 million sale of a 106,776-sf industrial
building in Bend to Moreland Station Apartments LLC.
5 Tim Harrison, CCIM, of Whitney

Commercial Real Estate in Asheville, N.C.,
represented Arvato Digital Services in the

2

1

9
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$8.1 million sale of a 416,500-sf industrial
property in Weaverville, N.C., to King Holdings 4 LLC.

million purchase of two office properties
totaling 115,000-sf in San Antonio from
undisclosed sellers.

Office

11 Ben Stout, CCIM, of Atlantic Properties
in Plymouth, Mass., negotiated the $11.5
million sale of the 76,000-sf Harborview
Place in Plymouth from Eastport Bayside
LLC to Linchris Hotel Group.

BIGDEAL

6
Nora Hogan, CCIM,
of Transwestern in Dallas represented
Reserved Capital Partners in the more than
$26.5 million purchase of the 232,000-sf
Hidden Grove office property in Dallas from
Reserved Capital Partners.
7 Thomas Campenni, CCIM, of Thomas
F. Campenni Company in Stuart, Fla., and a
partner negotiated the $22 million lease for
a 40,000-sf office space in New York City
for the Tharanco Group to the owner 134
West 37th Street LLC.

13 Justin Lossner, CCIM, and 14 Marcus
Pitts, CCIM, of JLL in Des Moines, Iowa,
represented Nelson Construction in the $4.1
million sale of a 30,000-sf office property in
Urbandale, Iowa, to MRP1031 LLC.

8 Terry L. Hamilton, CCIM, and 9
Melissa Campanella, CCIM, of NewMarket Advisors in Las Vegas represented
Henderson Covenant Group LLC in the
$19.5 million sale of a 75,249-sf office
property in Henderson, Nev., to an undisclosed buyer.

15 Laurie Tylenda, CCIM, of CBRE in
Albany, N.Y., represented an undisclosed
lessor in the more than $3.9 million lease
of a 23,000-rsf office property located at
5 Columbia Circle in Albany to an undisclosed lessee.

10 Daniel Jacob Jr., CCIM, of Daniel
Jacob Interests in San Antonio represented 8918 Tesoro Partners LLC and
Galaxy Office Partners LLC in the $11.5

3

10

12 Jill Rasmussen, CCIM, and two partners of The Davis Group in Minneapolis
represented Midwest ENT, P.A. in the more
than $9.1 million lease for a 12,000-sf medical office building in Vadnais Heights, Minn.,
from an undisclosed lessor.
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Upcoming
CCIM Courses
CI 101: FINANCIAL ANALYSIS FOR COMMERCIAL INVESTMENT REAL ESTATE
Mar 19 - 22

Orlando

Mar 26 - Apr 25

Online

FL

Apr 2 - 5

Austin

TX

Apr 9 - May 8
Apr 23 - 26

Online/Chicago*
Bentonville

IL
AR

Apr 23 - 26

Fort Myers

FL

May 1 - 4

El Paso

TX

Apr 24 - 27

San Diego

CA

May 7 - 10

Charleston

SC

Apr 24 - 27
Apr 30 - May 3

San Francisco
Indianapolis

CA
IN

May 22 - 25
May 22 - 25

Costa Mesa
Miami

CA
FL

Apr 30 - May 3

Bellevue

WA

May 29 - Jun 1

Las Vegas

NV

CI 102: MARKET ANALYSIS FOR COMMERCIAL INVESTMENT REAL ESTATE
Mar 27 - Apr 27
Apr 3 - 6

Online/Chicago*
Toronto+

IL
ON

Atlanta
Los Angeles
Tampa

GA
CA
FL

Jun 25 - Aug 1

Online

Jul 9 - 12

Chicago

IL

FL

May 7 - 10
May 7 - 10
May 7 - 10

Apr 16 - 19

Jupiter

Aug 6 - 9

Charleston

Apr 16 - 19
Apr 17 - 20

Denver
Fairfax

SC

CO
VA

May 22 - Jun 22
Jun 12 - 15

Online/Chicago*
Houston

IL
TX

Aug 8 - Sep 7

Online/Chicago*

IL

Sep 10 - 13

Indianapolis

IN

FL

CI 103: USER DECISION ANALYSIS FOR COMMERCIAL INVESTMENT REAL ESTATE
Mar 19 - 22
Mar 22 - Apr 20
Apr 16 - 19
Apr 17 - 20

Charleston
Online/Chicago*
Los Angeles
San Antonio

SC
IL
CA
TX

Apr 23 - 26
Apr 23 - 26
May 1 - 4

Minneapolis
Milwaukee
Chicago

MN
WI
IL

May 21 - Jun 25
Jun 4 - 7

Online
Davie

Jun 5 - 8

Honolulu

HI

May 8 - 11

Charlotte

NC

Jun 5 - 8

Rockville

MD

AZ
CA

Apr 30 - May 3
May 7 - 10
May 21 - 24

Robertsdale
Brentwood
Orlando

AL
TN
FL

CI 104: INVESTMENT ANALYSIS FOR COMMERCIAL INVESTMENT REAL ESTATE
Mar 19 - 22
Mar 19 - 22
Apr 16 - 19

Chicago
Charlotte
Bingham Farms

IL
NC
MI

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

Online
Phoenix
Costa Mesa

Upcoming Ward Center Courses
DEVELOPMENT SPECIALTY TRACK

ONLINE COURSES
Splitting Profits in Commercial Real Estate

Mar 14; May 11

Calculating Building Size for Development

Mar 16

Residential Real Estate Financial Analysis

Mar 19 & 21

DIY DCF in Excel

Mar 20 & 22

Fundamentals of Real Estate Auctions

Mar 27

Disposition Analysis for Commercial Real Estate

Apr 3 & 5

Controlling the Deal

Apr 18

Financial Modeling for Real Estate Development

Apr 20; Jun 8

Construction: Cost Estimating and Scheduling

Apr 30 & May 2

High-Tech Marketing for Commercial Real Estate

May 1 & 3

Low Income Housing Tax Credit Financing

May 4

Commercial Loan Underwriting

May 8 & 10

Improve Retail Investment Return Using GIS

May 15 & 17

Physical Improvements

Apr 2 & 4

Transportation & Accessibility

Apr 24 & 26

Dispositions

May 22 & 24

CLASSROOM COURSES:
FOUNDATIONS FOR SUCCESS
Apr 18 - 19

Orlando

FL

May 7 - 8

Minneapolis

MN

May 10 - 11

North Haven

CT

Aug 20 - 21

Nashville

TN

Sep 11 - Sep 25

Online

COMMERCIAL REAL ESTATE NEGOTIATIONS
Apr 16

San Antonio

TX

Apr 19

Fishkill

NY

Apr 30

Chicago

IL

May 7

Charlotte

NC

Before and After Tax Discounted Cash Flow Analysis

May 23 & 24

DIY DCF in Excel

Jun 11 & 13

Financial Analysis Tools for Commercial Real Estate

Jun 12 & 14

Jun 18

Denver

CO

Advanced Market Analysis for Commercial Real Estate

Jun 18 - 27

Jun 25

San Diego

CA
*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.

DEAL

MAKERS

16 Carl Essa, CCIM, of Essa Commercial
Real Estate in Greensboro, N.C., represented CK Dialysis LLC in the more than
$3.8 million sale of a 6,969-sf medical office
property in High Point, N.C., to an undisclosed buyer.

Multifamily
BIGDEAL

17
Devin Lee, CCIM, and
three partners of Northcap Multifamily in
Las Vegas represented 29SC Country Hills
LP in the $19 million sale of the 208-unit
Bay Bridge Apartments in Las Vegas to an
undisclosed buyer.
18 Cathy Jones, CCIM, of Sun Commercial Real Estate in Las Vegas and four
partners represented St. Louis LV Holdings
LLC in the $7.3 million sale of a 92-unit
multifamily property in Las Vegas to an
undisclosed buyer.
19 Jerry Hall, CCIM, of Equity Investments in Hilliard, Ohio, represented Global
Apartments LLC in the more than $3.2 million sale of the 64-unit Wesliegh Run Apartments in Columbus, Ohio, to a private West
Coast investor.

Finance
20

BIGDEAL

Len Deering, CCIM,
of Deering Commercial Mortgage LLC
in Willowbrook, Ill., arranged a $16.5
million refinancing package for a 92-unit
student housing property in Minneapolis
from Goldman Sachs.
21 Adam Gregory, CCIM, of CommCap
Advisors in Las Vegas arranged the more
than $12 million financing of the 260-unit
Sabrinas Apartments located at 1502 S.
Columbus Blvd. in Tucson, Ariz., for an
undisclosed borrower.

16
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Hospitality
BIGDEAL

22
Ken Bailey, CCIM, of NAI
TALCOR in Dothan, Ala., represented a
private investment group in the $15 million
purchase of the 292-unit Huntsville Marriott
at the Space and Rocket Center located at 5
Tranquility Base in Huntsville, Ala., from an
undisclosed seller.
23 Brandt Niehaus, CCIM, of Huff, Niehaus & Associates in Louisville, Ky., negotiated the $4.4 million sale of the 101-room
Hampton Inn in Horse Cave, Ky., from
Dhami, Sohal & Sehgal Properties LLC to
Express 65 LLC.

Retail
BIGDEAL

24
Chase Mayhugh, CCIM,
of Mayhugh Realty in Fort Myers, Fla., represented NYFL Commercial Holdings 2 LLC
in the $8.1 million sale of a 69,570-sf retail
shopping center in Fort Myers to Susence
FL Holdings LLC.
25 Daniel Jacob Jr., CCIM, of Daniel
Jacob Interests in San Antonio represented Hunter Road Centerpoint Ltd. in the
$4.7 million sale of the 36,000-sf Centerpoint Business Park in San Marcos, Texas,
to an undisclosed seller. Jacob also represented Hunter Road Centerpoint Ltd. in the
$7.8 million purchase of the 65,000-sf Parliament Squares retail center in San Antonio.
26 Jerry Halsey Jr., CCIM, and two partners of Halsey Thrasher Harpole Real Estate
Group in Jonesboro, Ark., represented Centre Court Plaza LLC in the more than $7.5
million sale of the 64,000-sf retail property
in Jonesboro to Agree Limited Partnership.
27 Bob Fredrickson, CCIM, and 28 Kim
Adams, CCIM, of Coldwell Banker Com-

mercial Danforth in Federal Way, Wash.,
represented Tacoma Housing Authority in
the more than $5.9 million purchase of the
7-acre James Center North retail property in
Tacoma, Wash., from an undisclosed seller.
29 Justin Lossner, CCIM, and 30 Marcus Pitts, CCIM, of JLL in Des Moines,
Iowa, represented Galloway Holdings
in the $4.8 million sale of the 33,435-sf
Prairie Cove retail center in Altoona, Iowa,
to Colby Interests.
31 Deborah Vannelli, CCIM, and 32
Keith Sturm, CCIM, of Upland Real Estate
Group in Minneapolis represented an undisclosed seller in the more than $3.7 million
sale of the 5,537-sf SuperAmerica located
at 1280 W 98th St. in Bloomington, Minn.,
to an undisclosed institutional buyer.
33 Bruce Preble, CCIM, of Commercial Realty Specialists LLC in Cape Coral,
Fla., represented an undisclosed seller in
the $3.1 million sale of the 21,400-sf Lighthouse Plaza shopping center in Cape Coral
to North Cape Properties.

Mixed-Use
BIGDEAL

34
Chris Cervelli, CCIM, of
Cervelli Real Estate & Property Management in North Bergen, N.J., represented
an undisclosed seller in the more than $7.7
million sale of the combined 12,958-sf 86th
Street Portfolio located at 1940-1942, 1947,
and 2015 86th Street in Brooklyn, N.Y., to an
undisclosed buyer.
35 David J. Stevens, CCIM, of Investment Properties Corporation in Naples, Fla.,
negotiated the more than $6.6 million sale
of the 4,425-sf DeBruyne Fine Arts building
in Naples from Stephen H. Farrington to 271
Broad Avenue LLC.
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CCIM ROI
“It really comes down to trust, confidence,
and who you’re working with,” says Chris
Ramm, CCIM (left), of Taylor Development
Group LLC in Winston-Salem, N.C., after recently completing the second of two deals
with Paul Loukas, CCIM, of Cape Fear Commercial in Wilmington, N.C. “Paul and his
team were absolutely fantastic to work with,” Ramm adds. “As CCIMs, we spoke the
same language and had an open line of communication, which was absolutely key.”
Together, Ramm and Loukas recently completed more than $21 million in sales in
the last nine months. This includes the $10.2 million sale of the 55,966-sf Landfall
Park office property and the $10.7 million sale of a 57,000-sf office property, both
in Wilmington. In both transactions, Loukas represented the seller and Ramm was a
member of the buying entity, Taylor Development Group.
Because of the approaching holidays, the two CCIMs had less than 60 days to get
the second transaction completed. “However, because of our tight working relationship, existing trust and confidence, and open-book communication from the first
transaction, we were able to work through the tight deadline and get the sale done,”
Ramm says.
Loukas and Ramm both credit their open-book professional relationship because
they shared the common language of their CCIM educations. “The CCIM education
is not only learning the different mechanics and tools for a transaction, but, more
importantly, it’s using those tools in real-world applications,” Loukas says.
With three more transactions in the works, Ramm and Loukas agreed that this is
just the beginning of a strong professional alliance, with their main bond being trust.
“Trust was 100 percent established initially since Chris and I both have earned the
CCIM designation,” Loukas says. “The trust allowed us to have clear communications,
get creative, and operate as an open book with each other.”

Send a
CIRE Gift
Subscription
Member rate is $25 U.S.,
$35 International
To order,
call 800.621.7027, ext. 4533.
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36 Justin Lossner, CCIM, and 37 Marcus

Pitts, CCIM, of JLL in Des Moines, Iowa,
represented RMV Properties in the more
than $3.2 million purchase of a 14,051-sf
mixed-use property located in West Des
Moines, Iowa, from ST Howard Holdings.

Business in Waite Park from Minnesota
School of Business to Independent School
District No. 742.

38

BIGDEAL Kate Hanson, CCIM, and

a partner of Granite City Real Estate in Waite
Park, Minn., negotiated the $5.6 million
sale of the 40,500-sf Minnesota School of
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Sharon Wright, CCIM,
and a partner of White-Spunner Realty in
Mobile, Ala., represented an undisclosed
seller in the more than $3.8 million sale of
17 acres of land near the intersection of
Highways 181 and 90 in Daphne, Ala., to
Infirmary Health.
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CONNECTIONS

Equal Partners

by Sarah Hoban

echnology and commercial real estate have danced together
for many years, but they weren’t partners. “2018, for me,
is the year of PropTech,” says Camille Renshaw, CCIM.
Renshaw aims to play a big part in the merger of tech
and commercial real estate. She’s co-founder of Brokers+Engineers,
a tech-driven brokerage firm and trading platform for net lease real
estate, which launched in December 2017.
Net lease is ripe for tech transformation, Renshaw says, noting
that the U.S. market is estimated at $6.5 trillion. “It’s a vast marketplace, and there’s a core market in need of understanding the
market-specific data analytics. For example, looking at why these
things trade, what they should trade at — that’s really untapped.
Net lease is unique; its characteristics create different metrics
for valuation.”
One of Brokers+Engineers’ initial products will focus on predictive pricing. The company is “in the midst of creating the largest
data set for net lease that’s in existence” and has created an algorithm that develops pricing for clients.
Brokers+Engineers’ second product is aimed at brokers accomplishing 1031 exchanges. A few years ago, Renshaw completed
a large 1031 deal that included 30 principals with equal voting
rights. To aid future 1031 exchanges, her team members developed
a process that scanned the market for all available deals; they then
manually sorted through them.
Brokers+Engineers turned this process into a product that leverages artificial intelligence, so the company can use one broker
instead of five and presents options to the client in a clean interface
dashboard, rather than a spreadsheet.
Despite the emphasis on technology, “for our clients, a lot won’t
change,” Renshaw says. “They’re going to interface directly with
senior brokers.
“Our mission statement is to help virtually anyone intelligently
trade net lease. People who maybe didn’t play in the market before
will now have greater access and understanding of what the net
lease market is. And the more people who play in our sector, the
more liquid it will be.”
Renshaw also will continue her efforts to attract more women to
commercial real estate. “We are hugely invested in what women are
doing in the field,” she says. “It’s a great time for women to enter
the field — there are so many opportunities. People are beginning
to understand that companies have a higher chance of success if
they have truly diverse boards and truly diverse executive teams.”

T

Sarah Hoban is a freelance writer based in the Chicago area.
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How do you sell your
building to a global
investor? Your
CCIM knows.
CCIM created the language of global real
estate investment. Your CCIM is part of a
worldwide referral network of 13,000
professionals in 30 countries who connect
institutional and high net worth investors
with opportunities in local markets.
F I N D YO U R C C I M AT C C I M .C O M

K . T E YA M O O R E , C C I M
MEMBER SINCE 2012

Hiring a CCIM means
a higher return on
your commercial
real estate.
160. That’s the number of hours of intensive
coursework and training that a CCIM receives,
learning to predict the cash flow, IRR, and
mortgage balances on your real estate. When
you’re working through a complex transaction,
a CCIM is your ally in unlocking value.
F I N D YO U R C C I M AT C C I M .C O M

CARMELA MA, CCIM
MEMBER SINCE 1977

