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If REITs Have Bottomed, Can Commercial Real Estate Be Far 

Behind? 

Improvement Among the Stronger Rated REITs May Provide a Road Map Towards a 

Wider Industry Turnaround 

here's no pleasing some people. Despite, the fact that equity 

REIT stocks have posted their best performance in a couple of 

years and have raised nearly $15 billion in new capital over the last 

few months, the New York securities ratings agencies this week 

threw some cold water on investor enthusiasm. 

 

Fitch Ratings' in its latest quarterly REIT report entitled "Hold the 

Applause," said it maintains a circumspect view towards REITs 

because the opportunities are company-specific and have not 

translated to a sector-wide trend. 

 

Maintaining sufficient liquidity remains the primary credit risk to U.S. equity real estate investment trusts in spite of 

recent opportunistic actions to reduce financial pressures. Many REITs have taken advantage of opportunities to 

bolster liquidity. However, Fitch Ratings said major challenges lie ahead including likely reduced revolving credit 

facility commitments, limited bond issuances, a near-dormant U.S. CMBS market, and uncertainties regarding the 

recent re-equitization wave in the REIT sector. 

 

Moody's Investor Services chimed in with its own concerns. Many US REITs also face imminent refinancing needs 

at a time of uncertain credit market access, Moody's said, adding that it expects most rating actions among the 

REITs to be negative in the coming year. 
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"Investment-grade REITs in particular entered this period of credit dislocation with sound balance sheets and largely 

unencumbered portfolios of assets," said Chris Wimmer, a Moody's vice president. "These strengths have allowed 

some REITs to successfully raise capital in the debt and equity markets, which they have used to lower refinancing 

risk and augment liquidity." 

 

However, Wimmer added, a number of REITs, have seen increases in total leverage and secured debt levels, 

thinning their cushions for covenant compliance, which has led to negative pressure on ratings and even to 

downgrades. 

 

Data from the National Association of Real Estate Investment Trust clearly show that there has been a bright side to 

REITs this year. There were 45 secondary equity offerings in the REIT industry in 2009 through May 31, which 

raised $14.2 billion. In May alone, 18 secondary equity offerings raised $5.3 billion. By comparison, there were 76 

secondary offerings in all of 2008 raising about the same amount. 

 

REIT share prices historically lead direct commercial property values by approximately five quarters, and the trough 

in the current market cycle may have been reached in early March, NAREIT reported. REIT shares fell 75% from 

the industry's peak in February 2007 through this March 6. But from then through the end of May equity REITs 

were up 58%, led by double-digit gains from lodging and commercial financing REITs. 

 

In its report, Fitch noted that the activity is coming primarily from REITs with investment-grade issuer default 

ratings that have liquidity surpluses. Fitch said it anticipates that more REITs will likely have liquidity deficits 

starting next quarter, when Fitch will begin to include 2011 debt maturities in the liquidity calculations. 

 

Year to date, Fitch's rating actions have included 15 downgrades, 16 affirmations, and two upgrades. Certain 

downgrades have been driven by weakening liquidity profiles, while further rating downgrades may occur in 

instances where liquidity shortfalls become a growing concern. 

 

Steven Wechsler, president and CEO of NAREIT, acknowledged to a national conference of real estate writers and 

editors last week in Washington, DC, that commercial real estate faces a lot of difficulty coming back from the 

recession. 

 

"If you think that March of this year was the bottom for publicly traded real estate, which may very well prove to be 

the case, we will not hit bottom in the non-public part of the commercial real estate market until sometime next 

year," Wechsler was reported as saying. 

 

"Because real estate tends to lag the economy, there is an expectation that we'll continue to see operating level 

income from commercial real estate around the country decline for a period of time. That further erodes valuations 

in the commercial real estate market," Wechsler added. 

 

However, Wechsler noted that the ability of REITs to raise billions in this market is an encouraging sign to investors 

"because there is less concern about their ability to refinance in 2010, 2011 and 2012." 

 

REITs account for about 10% of the $6 trillion commercial real estate market, Wechsler said, adding that that 10% 

has found its bottom and historically the public real estate market leads the private real estate market by four to six 

quarters. 

 

Some REIT analyst this past week have also called the REIT bottom. 

 

"We recently upgraded the REIT sector to outperform in the belief that thawing capital markets and a bottoming 

economy has made the risk/reward profile of REITs attractive," BMO Capital Markets analyst Paul Adornato wrote 

in a note. "We are taking advantage of market dips to upgrade those REITs we believe have the potential for 

multiple expansion as liquidity fears begin to fade." 

 

Adornato this past week raised the stock-investment ratings of DCT Industrial Trust (DCT) and Duke Realty (DRE) 

to outperform, citing improving balance-sheet prospects for both. 
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Steven Brown, in house real estate analyst to American Century Investments group of mutual funds, also called a 

REIT market bottom. In its annual report to mutual fund holders that came out this week, Brown wrote that 

American Century is confident that low interest rates and gradually improving credit conditions will allow many 

REITs to refinance their near-term maturing debt. Although he said expect weaker REIT earnings in 2009, he said 

that this has already been factored into the deeply discounted prices of many REITs. 

 

"Given this more positive outlook, we began shifting away from our defensive positioning in March by expanding 

our holdings in some of the more beaten-down sectors of the REIT market, such as hotels and retail," Brown wrote. 

"We are also focusing on REITs whose balance sheets have improved through recent equity issuance." 

 

Other institutional REIT investors appear to be proceeding cautiously since REIT downgrades still appear to be the 

norm for now and a year and half of unpaved road likely ahead for commercial real estate. 

 

By property sectors, Moody's has a negative rating outlook on industrial and lodging REITs. It has a stable rating 

outlook for retail, office, multifamily, and health care REITs. 

 

In its annual report to shareholders this month Heitman Real Estate Securities, as advisor to the Old Mutual Heitman 

REIT Fund, wrote that it is not certain that all of the bad news has been accounted for in real estate stock prices. 

However, Heitman said REIT stock prices may anticipate an improvement in the economy and real estate 

fundamentals before an improvement in property cash flows are apparent. 

 

Heitman continues to position the Old Mutual Heitman REIT Fund defensively, investing in those companies that it 

believes have strong, liquid balance sheets, sustainable earnings and strong management teams. Heitman has been 

reducing the mutual fund's exposure to those sectors with shorter-lease terms and business models which Heitman 

said it believes will see more of the negative impacts from slowing economic growth. 

 

Joseph R. Betlej and Lowell R. Bolken, portfolio managers with Advantus Capital Management Inc., are advisors to 

the Ivy Real Estate Securities Fund. They wrote Ivy fund investors this week in the mutual fund's annual report "that 

due to the corrections in prices over the last two years, we feel that we are in much closer proximity to a bottom in 

pricing for REITs é Evidence suggests that REITs are cheap relative to historical valuation parameters, but we 

believe that the catalyst must come from the broader economy for positive momentum to take hold in real estate 

stocks." 

 

Betlej and Bolken said three things will change the sentiment for REITs: 

 Evidence in the economy that production is reviving and job losses are abating, 

 The consumer must emerge from hibernation, and 

 Lenders must embrace the liquidity and incentives that the federal government introduced to become a 

more sustainable form of capital for companies. 

BofA Tower Receives $1.3 Billion Loan, 

But Market Still Looks to Face Tough Times 
By: Andrew Deichler 

ank of America and The Durst Organization have secured $1.275 billion in financing for The Bank of America 

Tower at One Bryant Park in Manhattan. While it is said to be the largest single-asset real estate loan in the 

United States since the markets crashed last year, it may not be a true indication of resurgence in the market. 

 

The lender is a group of banks - and the lead one happens to be Bank of America. 

 

The 55-story, 2.1 million-square-foot office tower, designed by Cook + Fox Architects, is the second tallest building 

in New York and poised to be the nation's first LEED Platinum skyscraper. Located in the Times Square submarket, 

One Bryant Park is 98 percent leased. Bank of America owns the building through a 50/50 joint venture with Durst 

and takes up most of the space. 
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Bank of America is reportedly funding half the loan amount with Bank of New York Mellon, Wells Fargo, 

Westdeutsche Immobilien and Heleba Bank providing the other half. 

 

The new loan exceeds the building's $950 million construction financing, which included $650 million in Liberty 

Bonds, by $325 million. The tower, which broke ground in 2004, is due for completion by early next year. 

 

New York City Mayor Michael Bloomberg and New York Governor David Paterson praised the BofA/Durst joint 

venture for securing the loan despite the turbulent market. "I hope that this positive news will spur a renewed sense 

of optimism that our economy is beginning to rebound and that such deals can be achieved," said Gov. Paterson. 

 

Mayor Bloombergôs statement said the loan "is a great indication that New York City remains well poised for 

growth." 

 

However, some professionals aren't certain that the loan is a harbinger of growth or a freeing up of the capital 

markets. Several reports point out that Bank of America has received a $20 billion federal bailout through the 

federal government's Troubled Asset Relief Program (TARP) this year, on top of the $25 billion it received last year. 

Now some of the bank's money is going to fund its own New York headquarters. 

 

Bob Bakhchi, CEO of Hybrid Capital Markets said that Bank of America probably felt obligated to take this course 

of action because of what it already had invested into the property (occupying most of the space, having its name on 

the building, etc.). He also noted that any funding of this magnitude is significant in an environment where the credit 

markets aren't functioning. "But this is an anomaly, not a trend," he said. 

 

Bakschi feels that while conditions have improved since September, the only way for the market to truly recover is 

for loan originators to have a real stake in the financings that they dish out. To bring confidence back to the 

securitization market, Bakchi believes that regulations need to be put in place that would require an originators to 

retain a portion of the loan, possibly as much as 10 percent to 15 percent. "If they have a stake in the deal, they can't 

just ship it off to someone else," he said. 

 

Terri Gumula, president of MMDC Group has similar views. "I think it shows that truly trophy A++ deals can get 

done, which is an improvement over the last 6-9 months," she said. While Gumula noted that the loan as a step 

toward a more stable market, she warned that owners of smaller assets would likely continue to face challenges in 

securing funding. 

 

"I have heard that there is more money available for these A++ deals, but keep in mind, it's still a very small part of 

the real estate universe," Gumula noted. She estimated that less than 5 percent of the entire market by square footage 

is comparable to One Bryant Park, with its new construction, prime location, quality tenants and long-term leases. 

 

"So money available for this type of asset is encouraging, but if you own B assets with impending rollovers, I donôt 

see these lenders coming to a non-land constrained market to make a deal," Gumula said. 

 

Arthur Milston, managing director of Savills US, pointed out that the loan came from a group of large institutional 

lenders that are in a position to "pick and choose" who they lend money to. 

 

"On one hand, I think it's positive; it shows that there are still portfolio lenders out there interested in lending," he 

said. "The bad news is that it's a flight to quality and they're only looking to lend on the best quality assets." 
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California Hotel Foreclosures Double in Last Three Months 
rom Watch List reader, Alan X. Reay, founder and president of Atlas Hospitality Group in Irvine, CA, comes 

this astounding statistic. The number of California hotels in default or foreclosed on has jumped 125% in the last 

60 days. The state now has 31 hotels that have been foreclosed on and 175 in default. 

 

With 19.6% of the total, San Bernardino County leads the state in foreclosed hotels. Riverside County follows with 

16.1% and San Diego County has 12.9%. Los Angeles County, with 12% of the total, has the most hotels in default. 

San Bernardino County is next with 9.7% and San Diego County follows with 8%, according to Atlas Hospitality. 

 

"Initially, the wave of distress in California was seen by the smaller, nonȤflagged hotels in secondary and tertiary 

markets," Reay said. "As the hotel economy worsened, we have seen it impact all property types. The properties 

range from the luxurious St. Regis Monarch Beach Resort (pictured) in Dana Point to the more economical 

Extended Stay and Red Roof Inn chains. No market or brand is immune in this downturn." 

 

NonȤfranchised hotels account for a disproportionate number of foreclosures. They make up about 87% of the total. 

However, franchised hotels make up 59% of the defaulted properties. 

 

"In reviewing the hotels in default or foreclosed on, we found that over 75% of the loans originated from 2005 to 

2007. During this period, over 2,500 California hotels either refinanced or obtained new purchase loan financing," 

Reay added. "Unfortunately, based on today's market values, we estimate that none of these hotels have any equity 

remaining. The unprecedented decline in room revenues (California is down 21.5% yearȤtoȤdate) combined with the 

jump in cap rates has resulted in a massive loss in values. We estimate that values are currently 50 to 80% lower 

than at the market's peak in 2006Ȥ2007." 

F 
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CBRE Realty Trust Goes Shopping 

n the middle of a follow-on public stock offering that has raised more than $79 million this year for CB Richard 

Ellis Realty Trust, the REIT has started going shopping and recently signed several purchase contracts. 

 

It has agreed to acquire to following properties. 

 

3011, 3055 & 3077 Comcast Place in Livermore, CA, a suburb in the eastern portion of the San Francisco Bay area 

for $49 million. 3011 - 3077 Comcast Place is a 219,631-square-foot office park consisting of one two-story 

building and two one-story buildings, with surface parking lots, completed in 1987/88 and fully renovated in 2009. 

The property is 100% leased to Comcast of California/Colorado/Washington I Inc. through December 2023. 

 

Goodyear Crossing Industrial Park II at 16920 W. Commerce Drive in Goodyear, AZ, a suburb of Phoenix. It will 

acquire the property through its Duke joint venture for $45.26 million. Goodyear Crossing is a 

warehouse/distribution building that was completed in 2008, and is currently being expanded to a total of 820,384 

square feet. The property is 100% leased to Amazon.com.azdc Inc. The lease expires 10 years after completion of 

the expansion, with completion projected for October 2009. 

 

12650 Ingenuity Drive in Orlando, FL, for $25.35 million. 12650 Ingenuity is a 124,500-square-foot, two-story 

office building, with surface parking lots, completed in 1999 and is 100% leased to Iowa College Acquisition Corp. 

through December 2021. The tenant is an operating subsidiary of Kaplan Inc., the for-profit education subsidiary of 

The Washington Post Co., which utilizes the property as a call-center for online students. 

 

140 Depot St. in Bellingham, MA, a suburb of Boston for $19.025 million. 140 Depot is a 238,370-square-foot 

warehouse/distribution building to be completed in 2009. The property is 100% leased to Best Buy Stores LP 

through June 2019. 

 

This week, CB Richard Ellis Realty Trust completed its purchase of 13201 Wilfred Lane in Rogers, MN, a suburb of 

Minneapolis for $15.34 million. 13201 Wilfred is a 335,400-square-foot warehouse/distribution building completed 

in 1999 and is 100% leased to Walgreen Co. through July 2018. 

Garage Rates Parked at Economic Highs 
espite economic hardship, U.S. parking garage owners and operators have managed to hold rates at last year's 

levels. Indeed, despite a loss of 6 million jobs and a significantly more challenging business environment, few 

markets have seen a meaningful pullback in parking rates, according to Colliers International ninth-annual North 

American Parking Rate Survey, which now tracks 64 North American markets. 

 

Daily and monthly parking rates in the U.S. diverged during the past 12 months (ending June), with daily rates up 

1.2% (18 cents) and monthly rates sliding ever so slightly by 0.9% ($1.47). Such relative steadiness in the face of 

this historic recession may be attributed to a continued imbalance between parking supply and demand, Colliers 

said. 

 

The modest 0.9% drop in U.S. monthly parking rates is attributed to a substantial decline in office occupancies, 

which tends to push monthly rates lower. However, monthly rates' drop was quite mild when compared to the 

significant weakness in the office sector. 

 

Daily rates are more a function of the general economy and consumer spending, and their 1.2% increase showcases 

that demand for daily parking remains remarkably strong even as the economy and retail sector continue to suffer. 

 

Even though the economy is expected to remain sluggish, and the labor market lackluster, drivers should not expect 

this weakness to manifest itself in lower parking rates, Colliers said. While higher fuel prices across North America 

have reduced the total number of miles driven, demand for parking seems to be more recession-proof, and this 

affords garage owners and operators the opportunity to hold prices close to year-ago levels. Moreover, when the 

economy rebounds, the markedly rising parking rates of years past are expected to return, according to Colliers. 

 

I 

D 



Watch List 
 

CoStar Group, Inc. (June 28-July 4, 2009)                           Copyright © 2009 CoStar Realty Information, Inc. All rights reserved. 

 

7 
Market  

Median 

Daily Rate 

Median 

Monthly 

Rate Market  

Median 

Daily Rate 

Median 

Monthly 

Rate 

Atlanta, GA $12 $90 Los Angeles, CA $28.20 $205 

Bakersfield, CA $7.25 $40 Louisville, KY  $9 $96 

Baltimore, MD $13 $160 Memphis, TN $4 $57 

Bellevue, WA $14 $170 Miami, FL  $17 $134.12 

Boise, ID $12 $80 Milwaukee, WI  $12 $110 

Boston, MA $34 $402.50 Minneapolis/St. Paul, MN $17.25 $187 

Charleston, SC $12.80 $107.25 Nashville, TN $12 $125 

Charlotte, NC $13.61 $103.75 New York, NY; Downtown $38 $500 

Chicago, IL $31 $325 New York, NY - Midtown  $44 $550 

Cincinnati, OH $9.50 $127.50 Oakland, CA $18 $192.50 

Cleveland, OH $10 $172.50 Orlando, FL $15 $85 

Columbia, SC $10 $65 Philadelphia, PA $26 $314 

Columbus, OH $9 $110 Phoenix, AZ $9 $65 

Dallas, TX $10.50 $90 Portland, OR $9 $185 

Denver, CO $16 $175 Raleigh, NC $12 $95 

Fresno, CA $8 $60 Reno, NV free $45  

Ft. Lauderdale, FL $15 $53 Sacramento, CA $19.35 $215 

Greenville, SC $6 $69.75 San Diego, CA $26 $180 

Hartford, CT  $20 $175 San Francisco, CA $25 $350 

Honolulu, HI  $35.50 $212.33 San Jose/Silicon Valley, CA $15 $117.50 

Houston, TX $12 $140 Seattle, WA $28 $290 

Indianapolis, IN $11 $105 St. Louis, MO $12 $105 

Jacksonville, FL $8.70 $94.54 Tampa, FL $15 $133 

Kansas City, MO $10 $90 Walnut Creek, CA $10 $57.50 

Las Vegas, NV free $65 Washington, DC $14 $215 

Little Rock, AR  $6.46 $59.12 West Palm Beach, FL $16 $68.90 

National Average $15.96 $154.23    

Disparate Economic Pain: Those With Lots and Those with Less 
he recession has had highly varied impacts on different metropolitan areas, even within the same broad regions 

of the country, according to the U.S. Census Bureau. In March 2009 the unemployment rate ranged from 5.1% 

in Provo, UT, to 17.5% in Modesto, CA. 

 

From the beginning of 2008 through the beginning of 2009, home prices fell by 30.6% in Stockton, CA, but rose by 

4.7% in Houston, TX. 

 

A few metropolitan areas are beginning to show signs of economic recovery, although none has completely 

recovered. McAllen, TX, is the only metropolitan area that saw growth in both employment and output during the 

first quarter of 2009. Employment also rose in New Haven, CT, and Baton Rouge, LA, while output also increased 

in Seattle, Austin, Virginia Beach, Washington DC, Richmond, VA, and San Jose and Riverside, CA. Still, none of 

these metro areas has yet returned to its pre-recession levels of employment or output. 

 

There are two distinct "Manufacturing Belts." 

 

Economic pain is widespread in Midwestern metro areas that depend heavily on the auto industry and its supply 

chain. Most metro areas in Michigan and Ohio have experienced employment and output declines exceeding 

national averages. Several, including Dayton, and Youngstown, OH, and Detroit, MI, began losing jobs two to three 

years earlier than the U.S. economy as a whole. 

 

At the same time, job losses have been more modest, and housing prices have risen slightly, in many Northeast 

metro areas that have less auto-oriented manufacturing sectors (e.g., aerospace in Hartford, CT, photonics in 

Rochester, NY, and plastics in Scranton, PA). 

T 
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There are also two distinct Sun Belts. 

 

Large swaths of the South and West, particularly metropolitan areas in Florida, Arizona, Nevada, and inland 

California, have suffered severe employment, output, and home value declines during the past year due to the 

broader housing fallout. Wages in those metro areas have risen rapidly, most likely due to a slowdown in less-skilled 

migration to those areas, and to disproportionate losses of lower-paying jobs. 

 

Yet parts of the Southwest and Deep Southðincluding metro areas in New Mexico, Texas, Oklahoma, Arkansas, 

and Louisianaðhave performed relatively well, experiencing less severe job losses, relatively large wage gains, and 

modest home price increases. Specializations in energy and government, large amounts of federal hurricane 

recovery funding for the Gulf Coast, and smaller increases in housing prices during the early and mid-2000s may all 

help to account for their better performance. 

 

Concentrations of jobs in "eds and meds" and government seem to have shielded some metro areas from dramatic 

job losses. Compared to a national employment decline of 3.7% from the fourth quarter of 2007 through the first 

quarter of 2009, metro areas with specializations in education and health care saw employment drop by an average 

of only 2%, and those specialized in government/military employment saw average job losses of 1.3%. 

 

Specialization in these less volatile economic activities may help account for the relatively stable performance of 

educational centers like Boston, New Haven, and Provo; health care centers like McAllen, New Haven, and 

Springfield; and government/military centers like Honolulu, El Paso, TX, and Washington DC. 

 

Tourism-specialized metro areas suffered relatively large employment declines. 

 

Metro areas with job concentrations in arts, entertainment, and recreation, such as Orlando, Las Vegas, and 

Bradenton, FL, experienced 4% employment declines on averageðreflecting not only the sensitivity of tourism to 

the recession, but also that many of these same areas had severely overpriced housing and high proportions of their 

pre-recession employment in real estate and related industries such as construction. 

 

A few banking centers have been hard hit, but metro areas specializing in insurance have suffered less. The New 

York and Charlotte metro areas, the nation's two foremost banking centers, have suffered in different ways during 

the recession. Charlotte has suffered deep recent employment losses and its unemployment rate rose dramatically 

since early 2008, while New York has actually shed jobs at a lower rate than the national average but has 

experienced steeper declines in output and housing prices. 

 

Meanwhile, metro areas specialized in the less-affected insurance industry, such as Des Moines, IA, Hartford, CT, 

and Omaha, NE, have experienced very modest job losses and have performed relatively well on most other 

economic indicators. 

 

38 of the top 100 metro areas avoided declines in home prices over the past year, even as prices nationwide dipped 

6%. Most of these metro areas also experienced below-average employment declines, and are in the less-affected 

parts of the "Manufacturing Belt" (Pennsylvania and upstate New York) and Sun Belt (Texas, Oklahoma, Arkansas, 

Louisiana). They also exhibit below-average shares of properties in REO (real estate-owned) status due to bank 

foreclosure. 

Michigan Bank Needing To Raise Capital 
itizens Republic Bancorp Inc. is exploring several initiatives to bolster capital and strengthen its balance sheet. 

Citizens based in Flint, MI, has been hurt by deteriorating economic conditions, plant and dealer closings and 

bankruptcy filings in the automotive industry. 

 

In addition to capital raising, Citizens has determined it will be necessary to post a non-cash goodwill impairment 

charge of approximately $270 million during the second quarter of 2009. Citizens said that the goodwill allocated to 

its regional banking unit is impaired due to the continued deterioration in the credit quality of its loan portfolios and 

lower earnings. 
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More than 40% of Citizens' $492 million in impaired assets as of March 31 consisted of commercial real estate 

assets, including $204.5 million in nonperforming loans and $22.9 million in foreclosed income producing 

properties. 

 

Citizens Republic Bancorp is a diversified financial services company with $9.4 billion in assets with 231 offices 

serving communities in Michigan, Ohio, Wisconsin and Indiana as Citizens Bank and in Iowa as F&M Bank. 

Regulators Force Amcore To Raise Capital, Boost Operations 
mcore Financial Inc. in entered into agreements with federal and state regulators designed to strengthen and 

improve the bank's financial condition and operations. The Rockford, IL-based firm is the holding company of 

Amcore Bank. 

 

In general, the agreement and order contain requirements to develop plans to raise capital and to revise and maintain 

a liquidity risk management program. As a result of the agreement and order, Amcore Financial is in default under 

its credit agreement with JPMorgan Chase Bank related to a $20 million credit facility. JPMorgan has advised the 

company that it does not expect to pursue any remedies at this time. Both parties are working cooperatively. 

 

"The Amcore management team is taking appropriate actions that address today's economic challenges," said 

William R. McManaman, chairman and CEO of Amcore. "Over the last several quarters, we have taken steps to 

reduce operating expenses, rebuild the credit management practices, strengthen the lending function and reduce our 

concentration in construction and development loans." 

 

Amcore Bank with $5.3 billion in assets had $393 million in nonperforming assets of March 31, about one-fourth of 

which were commercial real estate related. 

 

Amcore Bank has 74 locations in Illinois and Wisconsin. 

Cascade Raising Loan Loss Provisions as Puget Sound Housing 

Weakens 
ascade Financial Corp., the parent company of Cascade Bank in Everett, WA, expects to take a provision for 

loan losses of approximately $15 million for the second quarter and a $12 million noncash impairment charge 

related to the impairment of goodwill. 

 

"Like many other Northwest banks, the adverse economy, which has affected the housing industry has caused us to 

add to our reserve for loan losses," said Carol K. Nelson, president and CEO. "The continued decline in the 

residential real estate market has resulted in an increase in nonperforming loans and charge-offs, primarily in the 

residential land development and construction portfolios." 

 

Given the anticipated loan loss provision expense, management currently expects an after tax loss from operations in 

the range of $8 million to $10 million for the second quarter 2009. With the goodwill impairment charge, the total 

reported loss will be in the range of $19 million to $21 million. 

 

As a result Cascade Financial plans to suspend regular quarterly cash dividend payments. 

 

Cascade Bank with $1.6 billion operates 22 full service branches in the Puget Sound area. 

Property Finance Deals 
Cassidy & Pinkard Colliers worked on behalf of The Cafritz Cos. to secure $79.2 million in non-recourse, fixed-

rate loans for five apartment communities. Cassidy & Pinkard Colliers arranged permanent financing under Fannie 

Mae's multifamily lending program through M&T Realty Capital Corp . for Brinkley House in Temple Hills, MD; 

Pleasant House in Seat Pleasant, MD; Wheaton House in Silver Spring, MD; Mayfair House in Falls Church, VA; 

A 
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and Hill House in Washington, DC. Philip Mudd, Christian Miles, John Goldstein and David Webb secured the 

loans. 

 

FelCor Lodging Trust, one of the nation's largest hotel owners, closed a $200 million loan through JPMorgan. 

FelCor said in a statement that it would use the proceeds of the loan for a number of different purposes, such as the 

repayment of $128 million under the REITôs line of credit, which it terminated. The non-recourse loan, which 

matures in 2013, is secured by nine hotels and bears interest at LIBOR plus 350 base points. Its LTV ratio is at 65%. 

JPMorgan Securities acted as the lead arranger, while JPMorgan Chase Bank N.A. served as the administrative 

agent and provided a portion of the loan. 

 

HFF (Holliday Fenoglio Fowler LP), arranged $25 million in financing for two Florida apartment complexes. HFF's 

Matthew Schoenfeldt and Elliot Thorne, working on behalf of NTS Development Co., arranged a $14.63 million 

loan for the 195-unit Golf Brook and a $9.6 million loan for the 162-unit Sabal Park through Freddie Mac's "capped 

ARM" program. Located about 13 miles from Orlando in Longwood, both communities and are more than 90% 

occupied. 

 

HFF also secured a $17 million financing for Columbus Crossing in Philadelphia. Jim Cadranell and John Taylor of 

HFF represented the property owner, Cedar Shopping Centers, securing a five-year, 6.75% fixed-rate loan with 

Susquehanna Bank. The 142,166-square-foot retail center at 1851 South Christopher Columbus Blvd. is 97% 

leased. Walmart and Home Depot anchor Columbus Crossing. 

 

Thomas D. Wood and Co. attained $4 million in financing for Driftwood Plaza in Jupiter, FL, through a regional 

bank. The loan carries an interest rate of 6.5%, as well as a 10-year term with a five-year rate review, based on a 25-

year amortization. The 46,000-square-foot shopping center at 2113 S. US 1 was built in 1994. LTV is 40%. 

Lenders Funding Office Building Purchases 

Property 

Size 

(SF) Sale Price Lender 

First Deed 

Loan 

Amnt  LTV  Buyer 

Mountain View 

Apartments, 659 N. Las 

Posas Rd, Camarillo, CA 84,518 $14,000,000 

Meridian Capital 

Group $9,750,000 70% 

Camarillo Mountain 

View LLC 

Alexan Paradise Lane, 

8092 W Paradise Ln, 

Peoria, AZ 247,964 $21,500,000 

Amerisphere 

Multifamily Finance $12,179,750 57% 

Sherman Residential, 

Benjamin E. Sherman & 

Son 

Landmark Professional 

Bldg., 5249 Duke St, 

Alexandria, VA 61,296 $10,831,000 Unknown $8,800,000 81% Landmark Center LLC 

Waterford At The Lakes 

Apts., 23605 62nd Ave S, 

Kent, WA 313,514 $34,000,000 Wells Fargo Bank $25,000,000 73% Griffin Capital Corp. 

Glen Cove Center, 100 - 

170 Robles Dr, Vallejo, 

CA 66,000 $12,900,000 

JPMorgan 

Commercial 

Mortgage Corp. $10,500,000 81% Yacoel Properties 

Financial Plaza, 9140 W 

Dodge Rd, Omaha, NE 85,653 $8,300,000 

Mutual of Omaha 

Bank $4,980,000 60% 

Jasper Stone Financial 

Plaza LLC 

Stonewood Apts, 410 W 

Imperial Hwy, Brea, CA 30,008 $5,500,000 

Luther Burbank 

Savings $4,125,000 75% Stonewood LLC 

Brentwood Tower, 3130 

W Louisiana Ave, 

Denver, CO 85,000 $5,350,000 Fannie Mae $4,730,000 88% Residential Niche 

Lease Cancellations 
Crescent Resources, a land management and real estate development company based in Charlotte, NC, with 

interests in 10 states in the Southeast and Southwest, and certain of its subsidiaries filed voluntary Chapter 11 

petitions in the U.S. Bankruptcy Court in the Western District of Texas, Austin Division on June 10. 
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ION Media Networks Inc., the New York-based owner and operator of the ION Television network, filed for 

bankruptcy court protection May 19 and reached an accord with a group of holders of more than 60% of its first lien 

senior secured debt. The financial restructuring contemplates extinguishing more than $2.7 billion in debt and 

preferred stock and capitalizing the company with a $150 million new funding commitment. 

 

MagnaChip Semiconductor Ltd. based in Seoul, South Korea, filed a voluntary petition for relief under Chapter 

11 of the U.S. Bankruptcy Code on June 12. The filing follows MagnaChip's announcement that it had signed a 

definitive agreement with an investment group led by KTB Securities, a leading investment firm operating in Korea, 

to acquire MagnaChip and its operating and sales affiliates. 

 

R.H. Donnelley, a leading consumer and business-to-business local commercial search companies based in Cary, 

NC, filed voluntary petitions for reorganization under Chapter 11 in the U.S. Bankruptcy Court for the District of 

Delaware. R.H. Donnelley reached an agreement with key creditor constituencies on the terms of a plan of 

reorganization that proposes to reduce debt by approximately $6.4 billion, eliminate approximately $500 million in 

annual interest expense and extend the company's bank maturities to 2014. 

 

Company Leased Address Landlord  Comment 

Crescent Resources 

Highland Park Place, 4514 Cole 

Ave., Suite 750, Dallas, TX RMC Highland Park Place LP 

vacated 2,951 SF 

monthly rent: $5,656 

Ion Media Networks Inc. 

2441 Production Drive, Suite 

104, Indianapolis, IN 6606 East 75th Street Corp. Office lease 

Ion Media Networks Inc. 14444 66th St. North, Tampa, FL 

Bay Tec Associates LLC (fka 

Koll Bren Fund VI, LP) Office/warehouse lease 

Ion Media Networks Inc. 9401 Biscayne Blvd., Miami, FL Crescent Datran Center, LLC Office lease 

Magnachip Semiconductor 

Finance Co. 

Pasadena Towers-Towers 1, 800 

E. Colorado Blvd., Pasadena, CA Metrocities Mortgage, LLC Monthly rent: $13,913 

Magnachip Semiconductor 

Finance Co. 

2300 N. Barrington Road, Suite 

472, Hoffman Estates, IL HP Suites LLC Monthly rent: $550 

Magnachip Semiconductor 

Finance Co. 

Kruse Woods 1, 5285 Meadows 

Road, Suite 126, Oswego, OR 

Kruse Woods LLC, c/o Equity 

Office Monthly rent: $31,046 

Magnachip Semiconductor 

Finance Co. 

2300 N. Barrington Road, Suite 

330, Hoffman Estates, IL 

NewTower Trust Company 

Multi -Employer Property Trust Monthly rent: $1,187 

Magnachip Semiconductor 

Finance Co. 

5201 Great America Pkwy, Suite 

422, Santa Clara, CA Carr America Techmart LLC Monthly rent: $23,908 

Dex Media, Inc. (R.H. 

Donnelley) 

500 E. Fry Blvd., Suite L-6, 

Sierra Vista, AZ Haymore Plaza Associates 

Orig.exp. date: 

2/28/2011 

R.H. Donnelley (sublessor) 

(Subtenant: NCO Financial 

Systems Inc.) 

140 Sprint Drive Highway 394, 

Blountville, TN 

James Development of 

Blountville 

Orig.exp. date: 

2/29/2012 

Dex Media, Inc. (R.H. 

Donnelley) 

4001 Office Court Drive, Suite 

705, Santa Fe, NM 

Office Court Development IV 

LLC 

Orig.exp. date: 

11/30/2011 

Imperial Shutting Down Just-Rite Supply 
mperial Industries Inc. has terminated and discontinued all operations of its Just-Rite Supply Inc. distribution 

facilities. Based in Pompano Beach, FL, Just-Rite will be sold and liquidated. 

 

Just-Rite distribution facilities typically consist of a store front, warehouse and supply yard for the storage and sale 

of products directly to the end user. The majority of sales are delivered to customers' job-sites. Just-Rite Supply had 

the following distribution facilities as of year-end 2008. 

 Fort Walton Beach, FL, 11,000 square feet, leased 

 Fort Walton Beach, FL (inventory storage), 4,400, leased 

 Gulfport, MS, 28,800, unknown 

 Jacksonville, FL, 18,920, owned 

 New Orleans, LA, 11,000, leased 

 Tampa, FL, 13,470, owned 

I 
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The Tampa facility was closed in November 2008 and the property is currently classified as assets held for sale. In 

addition to these distribution facilities Just-Rite closed distribution facilities in Panama City, FL, and Norcross, GA 

last year and closed facilities in St. Augustine, Brooksville and Ocala, FL, in December 2007. The company was 

attempting to sublease the closed distribution facilities in Brooksville, Panama City and Tallahassee. Imperial 

Industries will continue to operate its manufacturing subsidiary, Premix-Marbletite Manufacturing Co. 

National Layoffs 
Cessna Aircraft Co., a Wichita, KS-based builder of corporate jets, is laying off another 1,300 workers, raising the 

number of jobs eliminated to half of its work force since November as the recession has depressed demand for its 

planes. Cessna said the cutbacks will affect all its facilities. 

 

General Motors Corp. notified its U.S. white-collar workers that it plans to cut about 4,000 more jobs by the end of 

the year. A company spokesman said workers will be offered standard severance packages as well as chances to 

retire early if they're near retirement age. Some departures will end up be involuntary. GM already has cut about 

2,600 salaried jobs this year. In addition, GM announced it will ditch its ownership stake in the New United Motor 

Manufacturing Inc. (NUMMI) joint venture with Toyota. Accordingly, NUMMI will end production of vehicles for 

GM in August at its plant at 45500 Fremont Blvd. in Fremont, CA, and there are no future GM vehicles planned for 

the joint venture at this time. 

 

Kimberly -Clark Corp . in Dallas, TX, will reduce its worldwide salaried workforce by approximately 1,600 

positions by the end of the year. The company previously indicated it was preparing plans to streamline its 

organization and that it would also accelerate its cost reduction programs, particularly for sourcing and supply chain 

activities. Reductions in the workforce will come from all regions and business segments of Kimberly-Clark's global 

operations and will primarily affect salaried and non-production jobs. The company does not plan to close any of its 

manufacturing facilities as part of these actions. 

 

Monsanto Corp. in St. Louis, MO, is creating a separate division for its Roundup and other herbicides business. 

Part of the planned restructuring will include a reduction of approximately 900 employees across the entire 

company. The reductions will vary from country to country and will be less than 4% of the company's global 

workforce. 

Local Closures & Layoffs 

Company Address Action 

No. 

Impacted 

Impact 

Date 

Alberto Culver Co. 9201 Oakdale Ave., Chatsworth, CA closure 160 unknown 

Detroit Tool Metal Products 3212 Crabtree Lane, Fort Madison, IA closure unknown 12/31/2009 

Winnebago Industries, Inc. 1280 Olive Ave., Hampton, IA closure unknown 8/29/2009 

MGP Ingredients Inc. 1300 Main St., Atchison, KS layoff 16 immediately 

O'Charley's Inc. (Ninety Nine 

Restaurant Services) 190 Mechanic St, Bellingham, MA closure ̀ unknown 

summer 

2010 

Ethan Allen Interiors Inc.  North Main Street, Andover, ME closure 60 immediately 

Jostens Inc. (Visant Corp.) 2505 Empire Drive, Winston-Salem, NC closure  12/31/2009 

Lockheed Martin Corp.  1801 State Route 17C, Owego, NY layoff  750 7/15/2009 

Phillips Products Inc. 1620 Wilco Road, Stayton, OR layoff 142 unknown 

DJO Inc. (Chattanooga Group) 2733 Kanasita Drive, Hixson, TN closure unknown 12/31/2009 

General Electric 2301 Caldwell Drive, Bedford, TX unknown 149 9/17/2009 

West Corp, 3101 University Drive E, Bryan, TX unknown 160 8/31/2009 

STMicroelectronics Inc. 1310 Electronics Drive, Carrollton, TX unknown 14 8/16/2009 

Premium Standard Farms 13301 US Highway 87, Dalhart, TX unknown 70 8/17/2009 

LyondellBasell Advanced 

Polyolefins USA Inc. 100 S. Mitchell Road, Mansfield, TX unknown 69 8/4/2009 

Ethan Allen Interiors Inc.  unknown, Beecher Falls, VT layoff 260 immediately 

Lindquist Machine Corp.  610 Baeten Road, Green Bay, WI layoff 13 12/31/2009 
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CleanPower various, Menasha, WI layoff 32 8/15/2009 

American General Life Cos. 

740 W. Virginia Ave.; 1200 N. Mayfair Road, 

Milwaukee, Wauwatosa, WI closures 37 9/5/2009 

Gardner Denver 3524 Washington Ave., Sheboygan, WI closure 36 8/22/2009 
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Loan Maturities  
The following is a weekly feature from CoStar Group of commercial real estate properties on which the loans 

backing the property are approaching their loan maturity date. The information is a valuable source of leads on 

potential refinancing or property sale or servicing opportunities. The information for these listings comes from 

collateral and loan information filed as part of the loans inclusions in a commercial mortgage backed securities 

offerings. 

Clarification: Park Laureate Loan Not Maturing 

In the June 14-20 issue of the Watch List, we incorrectly reported a loan maturity for Park Laureate Apartments in 

Louisville, KY. While a loan on the property was listed as an asset held in CMBS Banc of America Commercial 

Mortgage Inc. Commercial Mortgage Pass-Through Certificates Series 2004-6, current property owner Continental 

Realty Advisors Ltd. said that is not true. Continental purchased the property in January 2007 using financing from 

Nationwide Insurance. David W. Snyder, chairman of Continental said Nationwide still holds the note and maturity 

is still several years away. Continental Realty Funds are institutional oriented funds that invest in multifamily 

properties and Snyder said it does not and never has used CMBS debt in the operations of its institutional funds. 
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Property 

Type 

Ending 

Balance 

Maturity 

Date 

Note 

Rate 

Everglades Apartments 1103 23rd Street North, Pell City, AL Multifamily  $3,178,908 10/6/2009 8.43% 

West Pointe Shopping 

Center 2900 Kings Highway, Paragould, AR Retail $3,401,175 12/6/2009 8.25% 

Shady Rest Mobile Home 

and RV Park 

11435 E. Apache Trail, Apache Junction, 

AZ 

Mobile 

Home Park $1,177,759 11/1/2009 8.27% 

67th & Bell 

SE Corner of Bell Road and 67th 

Avenue, Glendale, AZ Retail $1,360,141 11/1/2009 8.31% 

Palomar Vil lage 687-693 Palomar St., Chula Vista, CA Retail $3,407,568 10/6/2009 8.33% 

Plaza Verdugo Medical 

Center 1809 Verdugo Blvd., Glendale, CA Office $2,600,519 11/1/2009 8.77% 

Main Place Apartments 923-947 Main St., New Britain, CT Multifamily  $1,010,204 11/1/2009 8.07% 

Merchant's Village 4115 Columbia Road, Martinez, GA Retail $2,856,365 12/1/2009 8.24% 

Speedway Plaza 290 Turnpike Road, Westborough, MA Retail $11,619,422 12/1/2009 8.29% 

GSE Building 9189 Red Branch Road, Columbia, MD Industrial $3,688,826 9/11/2009 8.63% 

River Drive 380-400 River Drive, Passaic, NJ Multifamily  $4,588,308 11/11/2009 8.88% 

Orica North  100 Park Plaza Drive, Secaucus, NJ Industrial $4,839,621 12/1/2009 8.13% 

Dick's 

275 Broome Industrial Parkway, 

Conklin, NY Industrial $2,119,649 12/1/2009 8.49% 

Creekside Mobile Home 

Park 2561 Kingston Road, Leicester, NY 

Mobile 

Home Park $708,605 12/11/2009 9.00% 

Office Max 2583 E. Morris Blvd., Morristown, TN Retail $2,075,140 10/1/2009 8.13% 

Walnut Hill Apartments  1550 Blalock, Houston, TX Multifamily  $2,003,591 9/11/2009 8.63% 

Malibu Court  1702 Wirt Road, Houston, TX Multifamily  $1,095,484 11/11/2009 8.63% 

LBUBS 2000-C3; Master Servicer: Wachovia Bank; Special Servicer: LNR Partners Inc. 
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