
The commercial mortgage-backed securities market has !nished 
up its busiest week since the start of the downturn, with !ve new 
deals priced or in the works as REFI went to press. In all, more 
than $4 billion of conduit, single-asset and a rare distressed deal 
entered the market. A conduit from UBS and Barclays hit four-year 
tights for 10-year, AAA-rated bonds.

Word from traders and investors is that demand is far 
outstripping supply. REFI learned that a $195 million non-performing 
loan deal from Oaktree Capital Management and Sabal 
Financial was hugely oversubscribed. The deal, which carried a 
BBB- rating from Fitch Ratings, was priced slightly above par, at 
100.5. “They could have sold 10 times as many bonds, it was that 
oversubscribed,” one market player said. 

Investors like 
non-performing 
deals given their 
short maturity 
and relatively fat 
yields. “Despite 
the distressed 
nature of the 
underlying 
collateral, the fast 
pay structure, 
full cash trap 
with no bleed to 
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Rialto Makes Strong Bid For LNR
Rialto Capital Management is seen as the likely buyer of LNR 
Partners, according to market players keeping tabs on the 
potential sale of the commercial mortgage-backed securities 
special servicer. “[Rialto] is the lead horse. Even the players still 
in the game think that Rialto is going to outbid them,” said one 
CMBS player following the deal. Market watchers told REFI that 
Rialto likely has the most capital to spend on acquiring LNR and 
is expected to emerge as the highest bidder. 

LNR has been exploring a sale or recapitalization this 
summer, as the !rm’s major backers are looking to capitalize 
on their investments. LNR is the largest commercial mortgage-

(continued on page 16)

(continued on page 16)

Property Sales

(continued on page 16)

Prologis Set To Reposition Portfolio
ProLogis is preparing to trim the fat from its portfolio after a 
merger last year with fellow industrial real estate investment trust 
AMB Property. The San Francisco-based company, the world’s 
largest publicly traded owner of industrial space, is set to sell 
off about 5% of its properties that are outside of key global or 
regional markets. The move is aimed to reposition the company’s 
portfolio and to shore up its balance sheet, Thomas Olinger, cfo, 
told REFI last week.

The company has about $44 billion of assets totaling roughly 
569 million square feet of owned and managed space. It will use 
proceeds to fund development and pay down debt.

On The Market

New Issue Mart Hulks Out
Current CMBS Pipeline 
Issuer Deal Size Pricing

Citigroup,  
Goldman Sachs

CGCMT 2012-GC8 $1.04B s+100bps

Bank of America BAMLL 2012-CLRN $335M L+115bps

UBS, Barclays UBS-B 2012-C3 $1.08B s+95

Oaktree Capital 
Management,  
Sabal Financial

ORES 2012-LV1 $195M 3.045%

Wells Fargo, RBS WFCMT 2012-LC5 $1.04B In Market

Deutsche Bank COMM 2012-LTRT $259M In Market

Source: REFI

http://www.realestatefinanceintelligence.com
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AT PRESS TIME

It’s easy to tell when things are going well in the commercial mortgage-backed securities 
market: traders and investors, who are already a little high-octane, go completely insane. 
Five new deals, super-tight pricing and a distressed deal that was 10 times oversubscribed 
all led to some colorful observations. Most of what we heard was high-spirited and, 
unfortunately, exuberantly unprintable. Coverage begins on page one, with Max Adams 
providing pricing information and analyzing trends. 

Meanwhile, Eleanor Duncan sat down with two senior real estate investment trust 
executives and got the goods on what makes them tick. Thomas Olinger, cfo of ProLogis, 
talks about the warehouse specialist’s plans to sell off about 5% of its portfolio and Spencer 
Kirk, ceo of Extra Space Storage, dishes on how the company blends location and 
technology to outperform its rivals. 

Samantha Rowan
Managing Editor

First CMBS Closed-End Fund In Pipeline
The !rst closed-end fund focused primarily on commercial mortgage-backed securities is 
in the works, according to REFI sister publication Fund Industry Intelligence. ALPS Fund 
Services, a mutual fund manager, has tapped Principal Real Estate Investors as a 
subadvisor for the fund, which will invest in both high-yield and investment-grade securities. 
Marc Peterson, managing director, will be the fund manager. 

The Principal Commercial Mortgage-Backed Securities Income Fund will invest at least 80% 
of its assets in commercial mortgage-backed securities at new issuance and in the secondary 
market, according to the Securities and Exchange Commission !ling. Up to 20% of the fund’s 
total assets may be invested in other instruments, including whole commercial mortgage loans, 
equity and debt instruments issued by real estate investment trusts and other securities. 

There are no open-end mutual funds that invest solely in commercial mortgage-backed 
securities, said Jeff Tjornehoj, senior analyst at Lipper. The sole exchange-traded fund that 
invests in the sector—the iShares Barclays CMBS Bond Fund—has attracted $46 million 
since it launched in February with $7.5 million in seed capital. 

Matt Tucker, head of !xed-income investment strategy at BlackRock’s iShares, said the 
!rm launched its CMBS exchange-traded fund because investors have been tending toward 
customizing their !xed-income exposure with more targeted funds, and the !rm had no 
offerings in the category. 

Calls and emails to Patricia Labato, spokeswoman at ALPS, were not returned.
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Financing CMBS Market Snapshot

CMBS 1.0
Fixed Rate Avg Life  9/12 1 Week Ago 3 Months Ago 6 Months Ago 1 Year Ago 

AAA 5 S+ 112 128 167 145 264
AAA 10 S+ 161 177 239 189 308
AA  10 S+ 1,648 1,720 2,004 2,002 2,228
A 10 S+ 2,259 2,361 2,649 2,583 2,815
BBB 10 T+ 3,932 4,034 4,350 4,161 4,388
BBB- 10 T+ 4,928 5,020 5,336 5,158 5,360

       

Trepp’s CMBS Spread Matrix (2.0)       
Fixed Rate (Conduit) Avg Life  9/12 1 Week Ago 3 Months Ago 6 Months Ago 1 Year Ago 

AAA 5 S+ 66 76 118 108 197
AAA 10 S+ 120 134 141 124 222
AA  10 S+ 213 227 273 264 352
A 10 S+ 334 348 417 348 444
BBB 10 T+ 502 517 617 561 690
BBB- 10 T+ 610 624 682 618 698

Benchmarks as of March 28:     10-year Treasury=2.204     10-year Swap=2.269  Source: Trepp, LLC

The commercial mortgage-backed securities market saw an important psychological 
milestone on Friday when spreads on the 10-year, AAA-rated super senior bonds from 
GSMS 2007-GG10 – widely seen as a benchmark for the market – reached their tightest 

level of the year. The bonds saw spreads at swaps plus 158. 
The sector is rallying on a third round of quantitative easing and solid performance from the stock 

market. “The CMBS market rallied in tandem with U.S. stocks and upon the same expectations of 
more Fed stimulus,” noted Manus Clancy, managing director at Trepp, LLC.

0 

50 

100 

150 

200 

250 

300 

350 

8/30 1 Week Ago 3 Months Ago 6 Months Ago 1 Year Ago  

112 
128 

167 
145 

264 

161 
177 

239 

189 

308 

AAA (Avg Life 5) AAA (Avg Life 10) 

0 

50 

100 

150 

200 

250 

8/30 1 Week Ago 3 Months Ago 6 Months Ago 1 Year Ago  

66 
76 

118 108 

197 

120 
134 141 

124 

222 

AAA (Avg Life 5) AAA (Avg Life 10) 

CMBS 1.0 CMBS 2.0

CMBS 1.0 comprises transactions through 2007 while CMBS 2.0 re"ects deals completed after that date.

CMBS SPREADS SNAPSHOT—SEPTEMBER 12

TREPP’S CMBS SPREADS MATRIX—SEPTEMBER 12
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Financing 

Citigroup and Goldman Sachs priced their $1.04 billion 
commercial mortgage-backed securities deal last week, just 
two business days after publishing price guidance. The deal’s 
benchmark 10-year, 30% subordination AAA-rated bonds were 
priced at swaps plus 100 – the tightest levels seen so far this year 
for conduit-style deals. The most recent tight was seen in August, 
when similar bonds another conduit deal were priced at swaps 
plus 112.

CGCMT 2012-GC8 was oversubscribed. “It’s a good deal, but 
[the tightening] is really a market thing right now. People are adding 
on risk,” explained one investor who bought into the deal. Price talk 
for CGCMT 2012-GC8 had been tighter than any deal before it, 
given the decline in volatility in the broader markets (REFI, 9/10).

The deal is the !rst among a slew of new issue deals expected 

to be priced this month 
(REFI, 9/10). Investors 
say September will 
be the most active 
month for primary 
market CMBS in 2012. 
Market participants are 
tracking conduit, single 
asset/single borrower 
as well as distressed 
deals this week.

Calls to the issuers 
were not returned by 
press time. 

Citi-Goldman Deal Speeds Through Pipeline

Property Type Loan Name Deal ID City State Zip UPB  Maturity date Date xferd to S/S

Hotel The Time Hotel LBUB06C3 New York NY 10019  $54,323,028.43  1/11/16 1/27/12
Hotel Hilton Long Beach Hotel UBS07FL1 Long Beach CA 90831  $39,266,430.09  7/9/12 6/29/12
Hotel Lodgian Portfolio 3 MLT05MK2 Various Various Various  $36,556,064.88  3/1/17 5/6/09
Hotel Marriott - Oklahoma City JPC07C18 Oklahoma City OK 73112  $31,728,103.50  12/1/16 7/20/12
Hotel Le Meridien Resort MSC07XLF Cancun Various 77500  $21,732,160.78  12/9/12 7/30/12

Industrial Sealy C Pool WBC07C30 Various Various Various  $52,710,976.87  2/11/17 7/19/12
Industrial Brooklyn/Queens Industrial Portfolio JPC07L11 Various NY Various  $44,906,864.00  8/1/12 7/19/12
Industrial Blockbuster Warehouse CSM07C01 Mckinney TX 75069  $25,271,883.74  1/11/17 7/27/12
Industrial 65 Corporate Woods Drive JPC07C20 Bridgeton MO 63044  $14,050,000.00  10/1/12 8/1/12
Industrial St. Louis Industrial Portfolio JPC06LD8 Hazelwood MO 63042  $14,040,000.00  9/1/14 7/11/12

Multi-family Wesley Paces Apartment Homes WBC07C34 Norcross GA 30093  $20,089,000.00  9/11/17 7/19/12
Multi-family Grande View Apartments BACM0702 Biloxi MS 39531  $18,640,000.00  5/1/14 8/27/12
Multi-family Newsome Park GECC04C3 Newport News VA 23607  $14,264,165.61  4/1/14 8/2/12
Multi-family Woods on the Fairway Apartments CSF02CP3 Atascocita TX 77346  $4,991,986.71  4/11/12 8/10/12
Multi-family Villa Monterrey Apartments LBUB05C3 Houston TX 77036  $4,863,082.55  1/11/15 7/30/12

Office DRA - CRT Portfolio II JPC05LD5 Various Various Various  $136,861,862.60  10/1/12 7/20/12
Office Summit Office Campus BACM0705 Lees Summit MO 64086  $120,000,000.00  9/1/17 8/15/12
Office 450 Lexington Avenue CSM08C01 New York NY 10017  $110,000,000.00  7/11/12 7/17/12
Office 2 Rector Street (3) COB07C03 New York NY 10006  $100,000,000.00  5/11/17 8/6/12
Office Addison Corporate Center COB06C01 Windsor CT 6095  $52,655,256.13  11/11/16 7/25/12

Other Taurus Pool WBC05C21 Various Various Various  $36,490,303.08  9/11/15 8/10/12
Other 35, 45, & 55 Morrissey Boulevard LBC07C03 Boston MA 2125  $23,533,716.37  6/11/12 8/13/12
Other Mount Clare WBC06C26 Baltimore MD 21223  $17,547,386.03  6/11/16 7/31/12
Other 3800-3806 Broadway SVG07C01 New York NY 10032  $7,328,085.38  8/1/12 7/26/12
Other Upper Montclair Portfolio BSC06P13 Various NJ 7043  $7,177,891.88  6/1/16 7/23/12

Retail Southlake Mall BSC07P18 Morrow GA 30260  $68,018,698.00  12/5/19 6/7/12
Retail Embassy Crossing BSC05P10 Port Richey FL 34668  $33,416,535.43  11/1/12 8/2/12
Retail Henrietta Plaza LBUB07C6 Rochester NY 14623  $21,775,697.83  7/11/17 8/2/12
Retail Thompson Square Mall LBUB07C6 Thompson NY 12701  $18,400,000.00  7/11/17 8/2/12
Retail Spring Valley Town Center LBUB07C6 Las Vegas NV 89103  $17,563,608.15  7/11/22 7/18/12

Source: Morningstar Credit Ratings, LLC
For more information, go to http://ratingagency.morningstar.com/ or call (800) 299-1665

The following is a list of loans included in commercial mortgage-backed securities deals that were recently transferred into special servicing. 

MORNINGSTAR’S LOAN TRANSFERS TO SPECIAL SERVICING

Final Pricing CGCMT 2012-GC8 
Class Size Weighted 

Average Life
Pricing  
(over swaps)

A-1 $58.96 3 years 25 basis points

A-2 $181.57 5 years 50 basis points

A-3 $27.73 7 years 100 basis points

A-4 $379.63 10 years 100 basis points

A-AB $90 7 years 90 basis points

A-S $93.61 10 years 165 basis points

B $61.11 10 years 225 basis points

C $39 10 years 320 basis points

X-A t+ 275

http://www.realestatefinanceintelligence.com/Article/3087156/Home/Super-Tight-Price-Talk-On-Citi-Goldman-Super-Seniors.html
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Troubled 2007 Multifamily CMBS 
Loan Gets Mod
A troubled multifamily loan originated in 2007 by Credit Suisse 
that has been in special servicing for two years has been 
modi!ed (REFI, 8/24). The $178 million loan was split into A and 
B components. “This was a complicated transaction, but it is a 
great result for the trust [because there is no new debt in the loan 
structure],” said one attorney familiar with the deal.

Credit Suisse originated a $250 million interest-only loan 
on the portfolio, which is backed by 20 multifamily properties 
located in seven states. The $178 million senior portion of the loan 
was securitized, with the remainder split into three tranches of 
mezzanine debt that were sold separately. 

The securitized piece—included in CSFB 2007-C1—was 
transferred to special servicing in 2010 for imminent default. According 
to data from Trepp LLC, the mezzanine tranches are also in default. 

LNR Partners is the special servicer. The A component of the 
new loan totals $141 million while the B note is about $38.7 million. 

Calls to LNR were referred to a spokesman, who was unable to 
comment by press time. Additional details of the modi!cation were 
not available. 

Rare Distressed Deal Highlights 
Heavy New Issue Pipeline
A rare securitization of distressed mortgages is the centerpiece 
of a heavy week of new commercial mortgage-backed securities 
issuance. Traditional conduit and single-borrower deals round out 
the pipeline, according to traders and investors. There were !ve 
new deals being marketed.

Oaktree Capital Management and Sabal Financial are behind 
the $195 million distressed deal. The deal is collateralized by a 
mixed bag of 615 loans on multifamily, commercial and single-family 
properties in various states of performing and non-performing status. 
It has received a rating of BBB- from Fitch Ratings. The deal will be 
only the third distressed securitization in 2012 and marks Sabal’s !rst 
appearance in the new issue market. Officials at Sabal and Oaktree 
didn’t return calls. The bonds traded at 100.5 to yield 3.05%.

Other deals in the works include a $1.04 billion conduit from a 
partnership between Citigroup and Goldman Sachs and another 
from Barclays and UBS. Also, a $335 million single-borrower deal 
from Bank of America backed by loans on 47 hotel properties, and 
another from Deutsche Bank backed by the $259 million loan on the 
Oaks Mall in Gainseville, Fla., were being marketed.

http://www.realestatefinanceintelligence.com/Article/3080025/Search/Big-2007-Apartment-Loan-Close-To-Modification.html
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Vornado Realty Trust has re!nanced debt on 435 Seventh Avenue, 
a retail property in New York that serves as the "agship store for 
clothier H&M in the city. Landesbank Baden-Wurttemberg’s New 
York branch originated the $98 million loan. Officials at the bank and 
a Vornado spokesman didn’t return calls. Additional details about 
the loan, including pricing, couldn’t be determined.

The New York-based real estate investment trust was shopping 
for a 10-year, !xed-rate mortgage of up to $115 million, according to 
published reports. The new loan re!nances a $52 million "oating-
rate loan originated in 2009 by HSBC, which matured in August. 
That loan was priced at LIBOR plus 300. It was unclear why Vornado 

selected Landesbank Baden-Wurttemberg to provide the new loan.
Vornado is one of the largest retail landlords in the city. Most 

recently, the REIT splashed out $707 million for a piece of prime 
retail space at 666 Fifth Avenue from a partnership of Crown 
Acquisitions, Carlyle Group and Kushner Cos. Vornado also 
owns prime retail at 640 Fifth Ave., and 689 Fifth Ave.

H&M’s 43,000-square-foot Seventh Avenue store sits adjacent to 
Macy’s, in the Herald Square retail corridor. Retail rates in the area 
average $505 per square foot, according to second quarter data 
from CB Richard Ellis. Manhattan’s premium retail rates are found 
in Midtown’s Fifth Avenue corridor, at $2,500 per square foot.

Commercial mortgage-backed securities investors are mostly 
bullish on the prospects for the market, but worry that the huge 
volume of new supply could potentially stall the rally in spreads 
seen in recent weeks, according to a new survey from Deutsche 
Bank. “Most accounts believed the new issue volume would be well 
absorbed, however a sizeable number also believed [last cash "ow 
bonds] would see some widening pressure,” the report stated. 

The survey also revealed that investors would like to see more 
variety in the types of deals that come to market. About 26% of 
investors wanted to see more "oating rate-deals, while 32% said 
they would like to see more !xed-rate single-asset deals. So far in 

2012, there have only been two "oating-rate CMBS deals to hit the 
market. 

Finally, the bank asked investors to gauge the health of the 
CMBS secondary market. About 25% of respondents stated that 
the market will not tighten further, while 57% replied that spreads 
will remain within the range seen so far in 2012. 

Only 18% of respondents think spreads will continue to tighten. 
“In terms of relative value, investors moved up in quality for legacy 
CMBS. Almost half of respondents like [mezzanine triple-A bonds] 
as the best trade right now and we agree that this is the most 
attractive trade in the legacy universe,” the report reads. 

The Federal Open Market Committee, Thursday concluded the 
Federal Reserve would begin purchasing $40 billion in agency 
mortgage-backed securities a month, commencing its third bond-
buying program to jump-start the low economy amid week jobs 
numbers, but left market players guessing as to how long QE3 is 
intended to last.

Fed Chairman Ben Bernanke spoke publicly Thursday 
afternoon and emphasized that the program would go on until 
the economy improved, but declined to give speci!c jobs or 
unemployment thresholds that might quantify the kind of progress 
the central bank would be looking for.

“We’re looking for ongoing sustained improvement in the labor 
market. There’s not a speci!c number we have in mind, but what 
we’ve seen in the last six months isn’t it,” Bernanke said in a press 
conference.

The market’s nearly universal anticipation of Thursday’s 
announcement contributed to a rally in agency MBS, making the 
prospect of no QE3 the more problematic possible outcome, Brian 
Lancaster, head of securitization strategy at the Royal Bank of 

Scotland, told REFI sister publication Securitization Intelligence prior 
to the announcement.

“There’s been a signi!cant amount of expectation front running 
in anticipation of a Fed announcement. What would be disruptive 
would be if the Fed didn’t go through with it,” he said. “It would 
be an interesting twist.” Three-quarters of the market has already 
moved on anticipation of a QE3 announcement, and that was 
reinforced by a weakening in employment numbers announced last 
week, Lancaster said.

JPMorgan research showed that immediately following the 
Fed announcement 30-year Fannie Mae 3 coupons outperformed 
swaps and Treasurys by half a point and 3.5s were a few ticks 
behind that. By just before Bernanke’s scheduled speech, 
outperformance was almost 3.4 of a point on 3s, JPM analysts said 
in a memo.

Speculation over QE3 has been swirling since before QE2 
came to a halt June 30, 2011, with analysts pointing to the looming 
possibility as one of the main wildcards facing market.

Officials at the New York Fed declined to comment.

Vornado Refinances Debt On Midtown Retail

Deutsche Bank: CMBS Investors Stay Bullish

Fed’S QE3 Leaves Questions Unanswered
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The Moody’s/RCA Commercial Property Price Indices national all-property composite saw a 
1.2% decline in July as its two components – apartments and core commercial – increased 
by 1% and fell by 2%, respectively. The index measures price changes in U.S. commercial 

real estate based on repeat sales of properties.
The decline indicates that the strong recovery seen in U.S. commercial real estate prices that 

began in early 2010 may have lost steam over the last three quarters. “One of the main drivers of 
value growth—cap rate compression driven by historically low financing costs—has largely played 
out while the other main driver, income growth, has yet to fully kick in because of the persistently 
weak economy,” the report said.

Holliday Fenoglio Fowler and Cushman & Wake!eld have each 
been selected to handle plum Boston office sales (REFI 08/12). 
National Development and Angelo, Gordon & Co. have tapped 
Holliday Fenoglio Fowler to bring out its six-building portfolio in the 
Fort Point Channel of South Boston and Beacon Capital has chosen 
Cushman to market a 50% stake in the iconic One Beacon Street.

Cushman handled marketing for One Beacon Street in 2008, 
when Beacon Capital last made a run at selling the asset. The 
property’s asking price then was $570 million, but it failed to trade 
thanks to a market rocked by the !nancial crisis. Instead, Beacon 
sold a 50% stake to Allianz a year later, in a $254 million deal that 
valued the property at $508 million, or $499 per square foot. 

Still, local brokers had pegged Eastdil to have a hand in 
marketing One Beacon Street this time around. Beacon Capital has 
worked with Eastdil on a number of sales, including a stake in the 

three-million-square-foot Reston Town Center, a trophy mixed-use 
building in Reston, Va. (REFI 06/12). Eastdil also recently snagged 
the listing for Beacon’s sale of the former Washington Mutual Tower 
at 1201 Third Avenue in downtown Seattle. The 1.1 million-square-
foot building is expected to attract bids of around $540 million, or 
$500 per square foot. 

National Development’s pick of HFF was largely expected, 
based on the brokerage’s success with a similarly composed 
portfolio for Brickman Real Estate, said one Boston-based 
broker. “It was a logical choice. HFF has signi!cant experience 
in the Seaport District” he added, citing HFF’s part played in the 
sale of 250 Summer Street. That property was sold to Synergy 
Investment & Development in January for around $255 a foot, or 
a total of $25 million, via the brokerage. National Development’s 
portfolio is expected to fetch up to $120 million. 

HFF, Cushman Snag Boston’s Big Deals

Extra Space Storage, the second-largest self storage operator 
in the U.S., has found that close attention to old school and 
new school philosophies has paid off. The Salt Lake City-based 
company believes in the old-time real estate adage of location, 
location, location but also has found that working the internet 
aggressively makes the difference, says Spencer Kirk, ceo.

The company’s portfolio is comprised of more than 900 high-
quality properties in major markets in the U.S. It has a staff of 42 
dedicated to making sure that these properties stay well-leased via 
search engine optimization and other online strategies. This kind of 
manpower translates into about $25,000 a day of costs but is the 
best way to keep on top of the competition, Kirk said. Extra Space’s 
total return over the past !ve years has been 173%, and year-to-
date returns are 39%.

Of course, not all of this is location and internet: the self-
storage sector is widely seen as recession-resistant. Most of the 
company’s clients lease space out of necessity. “There is nothing 
sexy about the product, but it is need-based. Self-storage is the 

solution to some life-changing event, whether it 
is marriage, death or divorce. That happens in 
good and bad environments,” Kirk noted.

The sector’s resilience has also been 
bolstered by a lack of new supply. New supply 
has been very limited, thanks to an anemic 
!nancing market. “Financing has dried up for 
new development. We’re two to three years out 
from seeing that,” added Clint Halverson, v.p.

Extra Space has grown mainly via acquisition over the past 
few years, buying properties from mom-and-pop owners it has 
worked with as a third-party manager. The company has acquired 
more than $500 million of properties this year, many of which 
were purchased with this strategy. “Generally, we get the !rst 
shot [at acquisitions], because the properties are not being widely 
shopped,” Halverson said. Extra Space’s most recent acquisition 
was a 10-property self-storage portfolio located in New Jersey and 
New York, which totaled more than one million square feet.

CEO Interview

Extra Space Taps Internet For Extra Punch

Spencer Kirk

http://www.realestatefinanceintelligence.com/Article/3083155/Home/One-Beacon-Street-Stake-Boston-Portfolio-Set-For-Sale.html
http://www.realestatefinanceintelligence.com/Article/3047236/Search/Beacon-Capital-Set-To-Shop-Slice-Of-Suburban-Trophy.html
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Property Sales

Commercial real estate investment !rm TerraCap Management is 
raising a fund that aims to take advantage of the Southeastern U.S. 
market and the upside that it sees as part of the region’s improving 
real estate fundamentals. “Demand is the !rst thing we look at. 
Then, what’s the supply? Is it constrained? If you have a strong 
demand base and limited supply, there should be price pressure 
upward over time,” said Robert Gray, managing principal. 

TerraCap Partners II will aim to acquire office, retail, industrial 
and hospitality properties as well as land, focusing mainly on 
select Florida markets. It will look to acquire properties at below 
replacement costs, in the range of $2-20 million. 

TerraCap singled out Florida for its disproportionate population 
growth compared to the rest of the U.S. According to Gray, 

Florida has averaged about 2.6% growth annually compared to 
1% throughout the greater U.S. There are also market factors that 
encourage population growth, including government incentives 
within the state that entice businesses to move there. 

Gray declined to discuss fundraising goals or return targets, 
but the !rm’s previous fund closed in 2010 at $25.87 million and 
had similar acquisition goals. “Another point that gives investors 
a sense that the recovery is gaining traction is looking at the 
residential market. All across the U.S., generally home sales are 
increasing and prices are recovering,” said Gray. “For commercial 
real estate, if the population grows and these empty houses !ll up, 
those people need to go out, get mortgages and then those office 
and retail needs get !lled up,” he added. 

New Fund Targets Southeastern U.S. 

Penzance, a Washington, D.C.-based investment company, 
is looking to sell two Reston office buildings that were part of 
a larger portfolio it acquired at the height of the market. The 
company has hired Eastdil Secured to market Parkridge Center 4 
and Reston Corner 3. 

The buildings are respectively part of Parkridge Center and 
Reston Corner, two office parks that Penzance bought for $202.5 
million in 2007. A potential sales price could not be determined. 

According to published reports and local brokers, Penzance has 
had some difficulty with the properties. The company lost four of 
the six buildings in the office parks to New York-based Garrison 

Investment Group. Garrison, which owned the mezzanine debt, 
foreclosed after a maturity default and took ownership of Reston 
Corner I and II and Parkridge Center 2 and 5 in 2010. 

Although Garrison faced a short-term challenge for ownership 
of these properties, it was able to resolve the situation via a 
recapitalization. The company then tapped Cassidy Turley to re-
lease the properties, which were 30% occupied at the time of the 
sale. The properties are now 90% occupied, with more than 75,000 
square feet of new leases signed at Reston Corner 1 and Parkridge 
5, said Tom McGarrity, v.p. at Garrison.

Brokers at Eastdil and a Penzance official declined to comment. 

Penzance To Sell Distressed Reston Properties
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Builders & Buyers

CorAmerica Capital, a Los Angeles-based investment company, 
plans to make more equity investments. Historically, the company 
has been more of a debt investor. “Now that the market is 
stabilizing, we are looking to move most of our investments over 
to private equity. Values in equity have been 
better in 2012 and, while it is still hard to 
forecast 2013, we believe that the market will 
remain positive overall,” said Rob Orescan, 
v.p.

As part of this push, the company recently 
acquired Nordhoff Plaza, a 254,000-square-
foot community center in Los Angeles for 
about $90 million. CorAmerica liked the 
property’s location on the corner of Nordhoff 
Street and Tampa Avenue. “It is located 
at an intersection directly across from the 
Northridge Shopping Center and is situated in one of the prime 
retail hubs of the West Valley,” Orescan said. Northridge Shopping 
Center is a dominant retail property in the area. 

The property, with 50% occupancy, is a value-added play. 
“There is a stable cash "ow coming in, [which allows] us to actively 
market and eventually lease the vacant space,” Orescan said. 
CorAmerica has hired Wilson Commercial Real Estate to handle 

leasing. Tenants include Best Buy, Bed Bath 
& Beyond, Total Wine & More, Fresh & Easy, 
OfficeMax and a 24-Hour Fitness. 

CorAmerica acquired the property in a 
joint venture with an institutional partner. 
Partnership parameters vary with the kind of 
investment. “Generally, in the private equity 
!eld, we are looking for opportunity funds and 
multi-family office money. In debt, we work with 
publically traded debt parties,” Orescan said. 

The company was founded by veteran 
investors Ross Dwormann and Bill Petak. 

It targets West Coast properties, with an emphasis on California, 
and buys office, retail, apartment, manufactured house and 
hotels. 

Transwestern JV Holds First Close 
For U.S.-Focused Fund
Transwestern Investment Management and Finesa Real Estate 
Group have held the !rst closing for Diversi!ed International 
Partners, a targeted $200 million real estate private equity fund that 
aims to give Latin American institutional investors access to U.S. 
commercial real estate. The partners have raised $70 million in 
commitments from three Colombian pension funds. 

Rockville, Md.-based Finesa is the fund’s general partner, with 
Transwestern serving as investment manager. “Latin American 
pension funds are becoming more mature, sophisticated and they 
are growing signi!cantly. [The fund] can provide them with some 
stable income,” said Laurie Dotter, president of Transwestern. 

Finesa tapped Transwestern as investment manager given its 
national management and acquisition platform, Dotter explained. 
Finesa brought its relationships with Latin American investors who 
invest in U.S. markets to the table. “Latin American pension funds, 
especially Colombian funds, have invested in real estate for some 
time, but they started, like anyone would, close to home. They 
have been successful at that, and now they want to diversify,” 
Dotter noted.

The fund is targeting 10 major U.S. markets. “Naturally, we 
are looking for markets where we expect there to be growth 
with a stable economic environment,” Dotter said. She declined 
to elaborate on markets. It will further focus on a mix of value-
added and core assets, targeting acquisitions of $5-25 million. 

The fund has the ability to acquire retail, office, industrial and 
multifamily properties

.

Vestar Gears Up First Fund
Vestar, a privately owned real estate investment company, is 
planning its !rst investment fund. Vestar Strategy Investment 
Partners has a target of $250 million, mostly from institutional 
investors, and will focus on major western U.S. markets. “The 
target is to raise $100 million in the !rst close by year end,” said 
Bob Cavanaugh, cio.

The decision to launch a fund was an easy one for Vestar. The 
Phoenix-based company has an extensive history of acquiring 
properties through one-off joint ventures, having acquired $500 
million of assets over the last two years. The possibility that its 
reputation would be tarnished if a capital partner backed out at the 
last minute compelled the company to launch a fund. “We found it 
hard to be responsible without discretionary capital lined up, so we 
went after discretionary capital in a fund so we are not dependant 
on someone else,” Cavanaugh explained.

Vestar, in order to help direct the fund’s acquisitions, has 
hired Kerri Schneider from Heitman to identify and underwrite 
acquisitions. The fund will take advantage of either !nancial or 
performance distress and reposition the assets to become the 
dominant retail centers in their submarkets. Assets in the $30-100 
million range will be the fund’s sweet spot, with about 60% leverage 
at the fund level. Investors can expect net returns between 10-12%. 
Properties will be held for !ve years.

CorAmerica Moves Toward Equity Investments

Nordhoff Plaza
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As a result of the pending expansion of the jurisdiction of the 
Commodity Futures Trading Commission to include most swaps, 
some publicly traded real estate investment trusts that invest 
primarily in mortgages may soon be considered “commodity pools” 
whose directors or trustees would be subject to CFTC regulation as 
commodity pool operators (CPOs) and whose investment advisors 
could be subject to CFTC regulation as commodity trading advisors 
(CTAs).

How Can a Mortgage REIT Be Subject to CFTC Regulation?
In July 2011, the Dodd-Frank Wall Street Reform and Consumer 

Protection Act of 2010 amended the Commodity Exchange Act to 
add swaps, which includes many products mortgage REITs use to 
hedge interest rate risks, to the CFTC’s jurisdiction.

To implement this expanded jurisdiction, Congress revised the 
CFTC’s de!nition of “commodity pool” to include “any investment 
trust, syndicate, or similar form of enterprise operated for the purpose 
of trading in commodity interests, including any … swap.”  Congress 
also amended the de!nitions of CPO and CTA to include swaps.

When considered in conjunction with prior CFTC staff positions, 
these new de!nitions of commodity pool, CPO and CTA may 
capture many publicly traded mortgage REITs, their operators and 
advisors, even if they use only a single swap.

These new de!nitions will become effective on October 12, 2012.
Accordingly, unless the CFTC or its staff provides exemptive 

relief in the coming months, the directors of and advisors to publicly 
traded mortgage REITs that use swaps may become subject to the 
CFTC’s jurisdiction and be required to register with the CFTC.

How Has the CFTC’s Staff Historically Viewed REITs?
The CFTC and its staff have broadly interpreted the de!nition of 

“commodity pool” to include any collective investment vehicle that 
uses any futures or options on futures, even if they are used only 
for hedging.  On three prior occasions, the CFTC staff found that 
publicly traded mortgage REITs using futures to hedge interest rate 
risks fell within the de!nition of “commodity pool.”  In each case, 
the REIT’s directors and its advisors or employees responsible for 
providing investment advice sought no-action relief in order to avoid 
being regulated by the CFTC as CPOs and CTAs.

Despite the CFTC staff’s broad interpretation of the term 
“commodity pool,” many publicly traded mortgage REITs historically 
have not been concerned with commodity pool status or CPO 
registration because their interest rate hedging activity has not 
employed CFTC-regulated products.  Likewise, advisors of REITs 
historically have not considered CTA status or registration because 
their investment advice has not concerned CFTC-regulated 

products.  The CFTC’s expanded jurisdiction over swaps will 
change this for many publicly traded mortgage REITs.

What About Equity REITs? 
Although the CFTC staff’s reasons for concluding that the REITs in 
these no-action letters were commodity pools were not expressly 
limited to mortgage REITs, the reasoning seems inapplicable to 
equity REITs, which generally conduct their business in a manner 
similar to an operating company (e.g., primarily owning real assets 
as opposed to real-estate-related securities).  Moreover, in a 
recent rulemaking de!ning the term “eligible contract participant,” 
the CFTC referred to “entities other than commodity pools (e.g., 
operating companies),” signaling that the CFTC does not consider 
operating companies to be commodity pools and, while not free 
from doubt, providing a potential basis for relief to publicly traded 
equity REITs that behave like operating companies.

Who Is Required to Register as a CPO or CTA?  
If a REIT falls within the “commodity pool” de!nition, the REIT 
should ask the following questions to identify the person required to 
be registered and regulated as the CPO of the REIT: 

receiving from others property for the purpose of commodity 
interest trading?  

advisor?  

commission merchant?  
When the CFTC staff previously applied these questions to publicly 

traded mortgage REITs organized as corporations, it concluded that 
each corporation’s directors were the CPOs of the REIT.

In each of these situations, CFTC staff provided no-action 
relief relieving the directors from CPO registration.  Unfortunately, 
a CFTC rule precludes any person other than the recipient of a 
no-action letter from relying upon the relief granted in such letter.  
Therefore, directors of publicly traded REITs that use swaps likely 
would need to seek no-action relief from CPO registration.

The CFTC staff also has viewed advisors that advise REITs 
regarding commodity interests as falling within the CTA de!nition.  
For internally managed REITs, the CFTC staff has found that 
a REIT’s employees who provide advice regarding commodity 
interests fall within the CTA de!nition.  In each of these situations, 
though, neither the advisors nor the REIT employees provided 
commodity interest trading advice to more than 15 persons or held 

CFTC’s Expanded Jurisdiction Over Swaps May Capture  
Certain Real Estate Investment Trusts
By Michael Hoffman, Maureen Donley, Daniel Konar and Eric Requenez, all attorneys at Skadden, Arps, Slate, Meagher & Flom
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themselves out to the public as CTAs; therefore, each could rely on 
an exemption from CTA registration.

What Will Registration Mean for Entities That Become 
CPOs or CTAs to REITs?
In order to register with the CFTC, each principal and associated 
person of a CPO/CTA must submit an application to the CFTC, 
undergo a background check and, in the case of associated 
person, generally satisfy pro!ciency examination requirements.

Registered CPOs and CTAs also have numerous compliance 
obligations, including, among others:

requirements;

disclosure document from prospective investors or advisory 
clients before accepting funds from them;

the pool to each investor and submitting audited annual 
!nancial reports regarding the pool to each investor, the CFTC 
and the National Futures Association (NFA);

with the NFA rules and bylaws; 

questionnaires; and

and NFA.

Is Relief Available to CPOs of Publicly Traded REITs?
While the expansion of the CFTC’s jurisdiction may require the 
directors of certain publicly traded mortgage REITs and their advisors 
to register as CPOs and CTAs, in 2011, the CFTC adopted Rule 4.12(c) 
to ease the disclosure, reporting and recordkeeping requirements for 
registered CPOs of commodity pools whose shares are (1) offered 
and sold pursuant to an effective registration statement under the 
Securities Act of 1933 and (2) listed for trading on a national securities 
exchange registered as such under the Securities Exchange Act of 
1934.

CPOs whose pools meet the eligibility criteria described above, 
subject to certain conditions, may claim exemption from certain 
requirements relating to:

What Actions Should Publicly Traded Mortgage REITs Consider?
Given the implications of registration as a CPO and CTA, publicly 

traded mortgage REITs and their advisors who use swaps should 
consider whether the regulatory implications of CFTC registration 
are outweighed by the operational bene!t to the REIT from swaps 
usage or, alternatively, seeking no-action relief from the CFTC.
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More lenders are turning to receiver sales for troubled properties 
in lieu of workouts, foreclosures and deeds in lieu. In certain 
situations, a receiver sale can help a lender avoid a number of 
problems, including liability stemming from environmental or other 
issues, the costs associated with foreclosures and value drops that 
come as neglected buildings slowly fall into disrepair. 

It’s hard to say which of these things is 
the biggest benefit to lenders, noted James 
Donell, president and ceo of FedReceiver, 
Inc. a Los Angeles-based company that 
specializes in rents and profits receivership 
sales. “It’s more cost effective [than other 
options] in that the lender doesn’t have to go 
through a foreclosure, except for the initial 

filing of notice of default,” he said. The company always works 
with a qualified broker on a sale, he added.

Liability, however, is equally important. In a receivership sale, 
a lender never takes title to a property. “I am now selling a large 
apartment property in Sacramento that has signi!cant problems, 
including toxic waste that has seeped under the property,” Donnell 
said. “Lenders are reluctant to come into the chain when you have 
toxic waste.” In a rents and pro!ts receiver sale, the propearty is 
sold without reps and warrantys.# 

A rents and pro!ts receiver has initial authority to maintain the 

property, take care of health and safety issues, pay the bills, collect 
the income and evict tenants who don’t pay, Donell said. “It does 
not have the authority to make 
capital improvements without 
the approval of the court but it 
can ask for that.”

Indeed, if the roof of a 
property is caving in and 
needs to be replaced, the 
rents and pro!ts receiver can 
go back to the courts and 
explain the situation. “The court 
understands that property value 
diminishment will cause harm 
and generally will permit these improvements if funds are available 
to pay the costs,” Donell said. 

Receiver sales are generally more cost effective for larger 
properties and need to have the consent and cooperation of all 
parties as well as the junior lien holders to con!rm a sale. “My goal 
is to get the highest possible price for a property, to help get the 
borrower off of the hook and recover as much as possible for the 
lender,” Donell said. “Also, if you sell a property via a rents and pro!ts 
receiver and the lender doesn’t have to complete a foreclosure, it 
eliminates the stigma of a foreclosure against the borrower.”

Real Estate Finance & Investment   The weekly issue from Real Estate Finance Intelligence  www.realestate!nanceintelligence.com

Views

More Lenders Turning To Receivers For Distressed Sales

“It’s more cost effective 
[than other options] in 
that the lender doesn’t 
have to go through a 
foreclosure, except for 
the initial !ling of notice 
of default.”

—James Donell
James Donell
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Buyside Funds New Real Estate Private Equity Funds

 and Finesa 
Real Estate Group have held the !rst closing for Diversi!ed 
International Partners, a targeted $200 million real estate private 
equity fund that aims to give Latin American institutional investors 
access to U.S. commercial real estate. The partners have raised 
$70 million in commitments from three Colombian pension funds 
(Real Estate Finance & Investment). 

, a privately owned real estate investment company, is 
planning its !rst investment fund. Vestar Strategy Investment 
Partners has a target of $250 million, mostly from institutional 
investors, and will focus on major western U.S. markets (Real 
Estate Finance & Investment).

 of Plymouth Meeting, Pa., and 
Real Estate Capital Partners of New York have raised $200 million 
of equity for a fund aimed at !nancing development properties in 
the Baltimore-Washington corridor. Initially, the fund will focus on 
multi-family projects in metro Washington, but then plans to invest in 
office, mixed-use and hotel properties (Real Estate Alert). 

 has reached approximately half of its 
$300 million equity target for Covenant Apartment Fund 7 after 
closing on commitments totaling around $145 million last week. 
It plans on purchasing garden-style apartment complexes built 
in the 1970s through the 1990s to reach a 16% return. The fund 
anticipates investing about 80% in the Southeast and Mid-
Atlantic, and will have more than $850 million of buying power if it 
reaches its equity goal (Real Estate Alert).

’ Torchlight Debt Opportunity Fund IV has 
raised $300 million of equity commitments for a planned $1 billion. 
The fund will use leverage of about 30%, which could potentially 
give the fund $1.4 billion of buying power. The fund will acquire 
senior and junior debts as well as CMBS, particularly B-pieces 
(Commercial Real Estate Direct).  

is expected to close on $100 million of 
commitments for Centennial Real Estate Fund 3. The fund has 
set a $200 million overall goal and is aiming for 14-16% returns. 
With leverage, the fund could have $800 million of buying power. 
The fund targets apartment complexes in the Sun Belt, seeking 
properties of at least 125 units that were built in the last 12-15 
years (Real Estate Alert).  

 is raising $75 million for its 
Greycliff Capital CRE Value Add Fund, which will make 
investments of $5 million or less in “lesser-shopped” office, 
industrial, retail and multifamily properties. The fund will use 
leverage of up to 80% of the stabilized value of properties for 
buying power of approximately $375 million (Commercial Real 
Estate Direct).

 has raised $276 million of equity commitments 
for ABR Chesapeake Fund IV, which is likely have up to $900 million 
of acquisitions !repower. The fund is targeting properties whose 
values can be enhanced by more effective property management or 
leasing. It is focusing on mid-sized deals that range from about $10-
30 million (Commercial Real Estate Direct). 

September Investment Fund Roundup
Company Fund Amount 

Raised
Amount 
Targeted

Investment Focus

Transwestern Investment Management, 

Finesa Real Estate Group

Diversified International 

Partners

$70 million $200 million Buying core U.S. properties on behalf of Latin American investors.

Vestar Vestar Strategy Investment 

Partners

$250 million Targeting retail properties in major Western markets.

Regional Real Estate Investments, Real Estate 

Capital Partners

NA $200 million Seeking opportunities to finance development deals in the Baltimore-

Washington Corridor

Covenant Capital Covenant Apartment 

Fund 7

$145 million $300 million Will buy garden-style apartment properties completed from the 1970s to 

1990s.

Centenniel Holding Centennial Real Estate 

Fund 3

$100 million $200 million Will target apartment complexes in the Sunbelt of at least 125 units that are 

more than 10 years aold.

Torchlight Investors Torchlight Debt 

Opportunity Fund IV

$300 million $1.4 billion Senior and junior debts, CMBS, B-pieces

Greycliff Capital Partners Greycliff Capital CRE 

Value Add Fund

$75 million Office, industrial, retail and multifamily properties statesin the south and 

mid-west.

Alex. Brown Realty ABR Chesapeake Fund IV $276 million $900 million Midsized deals ranging from $10-30 million

Source: REFI, published reports
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The Real Estate News Roundup is a summary of publicly reported real estate news briefs. The information has been obtained from 
sources believed to be reliable, but REFI does not guarantee its completeness or accuracy.

HFF Closes Sale Of California Towers
HFF has arranged the sale of Treat Towers, two Class A+ office 
buildings in Walnut Creek, Calif., the company announced. The 
twin properties total about 378,749 square feet and were sold by 
a joint venture between Equity Office Properties and Blackstone.# 
The buyer was a national life insurance company, which paid 
$118.5 million.

KBS REIT Appoints New CEO
KBS Legacy Partners Apartment REIT, a non-traded REIT 
co-sponsored by KBS Capital Advisors and Legacy Partners 
Residential, has appointed W. Dean Henry as chief executive 
officer, according to a press release. Henry succeeds C. Preston 
Butcher, who will continue to serve as chairman on the REIT’s 
board of directors. Henry also recently replaced Butcher as ceo at 
Legacy Partners Residential. 

Lehman Brothers Set To Exit Austin
Lehman Brothers is set to sell its remaining properties in Austin, 
according to the Wall Street Journal. The !rm acquired a portfolio 
of properties with Thomas Properties Group and is now set to 
sell its 50% stake to its partner.

New REIT Targets Rental Homes
Two Harbors Investment Corp. could spin out a new real 
estate investment trust that targets single-family rental homes, 
Bloomberg reports. Silver Bay Realty Trust has !led paperwork 
with the Securities and Exchange Commission for a roughly 
$287.5 million initial public offering.

Baird Adds Investment Banking Exec
Baird, a private equity and asset management company, has 
hired Adam Lefkowitz as a director, according to a press release. 
Lefkowitz will be a part of the !rm’s real estate investment banking 
group and will be based in McLean, Va. He joins from FBR &Co., 
where he was a senior v.p. in the !rm’s real estate investment 
banking group.

Almanac Realty Investor Hires Senior Advisor
Almanac Realty Investors, which provides capital to growing 
public and private real estate companies, has named Simon 
Wadsworth as a senior advisor, according to a press release. 
Wadsworth will serve on the board of directors in several of the 
companies in which Almanac invests. Previously, Wadsworth was 
a senior executive at Mid-America Apartment Communities. 

Starwood Weighs Sale Of Stake In Company
Starwood Capital Group is considering the sale of a stake 
in the company, according to the Wall Street Journal. The 
company has hired Morgan Stanley to handle the sale of a 
minority interest.

Commonwealth Goes Green On L.A. Office Building 
Commonwealth Management completed a $4.6 million energy 
efficiency upgrade on the 19-story Superior Court Building 
in downtown Los Angeles, according to a press release. 
The company worked with the Environmental Corrections 
Organization, ECP Corp and with Johnson Controls on the 
upgrade, which are expected to reduce costs by more than 
$95,000 annually.

Zell Takes Reins At Equity International
Sam Zell has taken the reins of Equity International after Gary 
Garrabrant, the real estate company’s chief executive and co-
founder left, according to the Wall Street Journal. Additionally, 
Thomas McDonald, chief strategic officer, has left the !rm.

Hudson Expands Lending Group
Hudson Realty Capital has hired Geoffrey Smith as a managing 
director, according to a press release. Smith, who joins from 
Natixis North America, is charged with expanding the !rm’s 
lending business to include more conventional senior and 
subordinate loans on transitional and stabilized commercial real 
estate. The company specializes in middle-market commercial real 
estate lending.

Paladin Starts Work On Peru Affordable Housing Project
Paladin Realty Partners has started work on Los Prados de San 
Miguel, a 768-unit, mid-rise affordable housing project in Lima, Peru, 
according to a press release. The project brings the company’s 
activity in the region to more than 25,000 homes. The company is a 
longtime investor in Latin America, with the aim of bringing modern 
housing to working-class and middle-income families.

Colliers Broker Joins Tenant Rep Firm
John Dolan has joined tenant representation !rm McCall & 
Almy as a commercial real estate advisor. Dolan was previously 
with Colliers International’s suburban leasing group as assistant 
v.p. “The boutique shop and great client roster will allow me to 
help the !rm grow and to pursue new business opportunities,” 
Dolan said. 
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Commercial mortgage-backed securities issuers were holding on 
to some of the lower-rated bonds that they had been unable to 
place with skittish investors. Conduit deals from JPMorgan and a 
Morgan Stanley-Bank of America partnership saw big demand 
for their benchmark bonds, but less interest in their lower-rated 
tranches…Meringoff Properties was getting ready to sell 1680 
North Vine Street in Los Angeles. The historic Hollywood office 
property, known as the Taft Building, was being marketed by CB 
Richard Ellis. 

ONE YEAR AGO

“There is nothing sexy about the product, but it is need-based. 
Self-storage is the solution to some life-changing event, whether 
it is marriage, death or divorce. That happens in good and bad 
environments.”—Spencer Kirk, ceo of Extra Space Storage, on 
why the self-storage sector is relatively recession-resistant (see 
story, page 6).

QUOTE OF THE WEEK

backed securities special servicer by both loan count and balance 
of assets serviced (REFI, 7/20). The company could be sold for 
more than $1 billion. 

Other potential suitors include the Blackstone Group, Cantor 
Fitzgerald, Starwood Capital and Berkadia. C-III Capital Partners 
has dropped of the bidding, according to a published report. 

Calls to Rialto officials and an LNR spokesman were not 
returned by press time.  —Max Adams

Rialto Makes  (Continued from page 1)

After closing the merger with AMB, Prologis divided up its 
portfolio into three main segments—global, regional and other 
markets. At present, the REIT holds 83% of its assets in global 
markets such as New York, Los Angeles and New Jersey. Another 
10% is in regional markets such as Indianapolis and parts of Ohio. 
The remainder – the other markets – is located in cities such as 
Minneapolis and areas of Romania. After the exit, that split will shift 
to 90% global and 10% regional, Olinger said.

ProLogis saw the merger with AMB – its one-time greatest rival 
– as an opportunity to build a brand new company, Olinger said. 
REIT mergers are notoriously rocky, but ProLogis avoided the 
classic pitfalls by making executive decisions early on in the game. 
As a result, the combined company has posted a pro!t—albeit by 
a small margin—every quarter since the deal was completed. “It’s 
been a great success. Now we want a strong balance sheet going 
forward,” he added.

Olinger downplayed the idea that investors will see a repeat 
of 2010, when ProLogis sold $1 billion of properties to the 
Blackstone Group. Instead, Prologis will exit the extraneous 
part of its portfolio at a steady pace over the next few years. 

Prologis Set  (Continued from page 1)

the equity creates a very investor-friendly loan structure,” said Ed 
Shugrue, ceo of Talmage LLC, which has been an investor in all 
three of the distressed CMBS deals of 2012. 

It was a similar story for the single-asset and conduit deals 
that were shopped. Early in the week Citigroup and Goldman 
Sachs priced the benchmark bonds from their $1.04 billion 
conduit deal at swaps plus 100 –  the tightest levels seen since 
February of 2011. “Investors are adding on risk recently,” said 
one investor who has participated in the week’s new deals. “A 
lot of activity is typical for this time of year, but this is still a lot of 
volume,” he added.

Demand was just as strong for a "oating-rate, single-borrower 
deal from Bank of America. The offering, backed by a $335 million 
loan on 47 hotel properties, saw its AAA-rated tranche priced at 
LIBOR plus 115. The deal was only the second "oating-rate offering 
of 2012 and could be a harbinger for more "oaters: according to a 
new survey from Deutsche Bank, investors want more "oating-rate 
paper (see story, page 6).

At press time a $1.08 billion conduit from UBS and Barclays, 
priced at 95 basis points for the 10-year AAA-rated class of securities. 
Deutsche Bank was readying a single-asset deal on a $259 million 
loan on the Oaks Mall in Gainesville, Fla., while Wells Fargo and RBS 
were also preparing to launch an approximately $1.04 billion conduit. 

The secondary market is also tighter. On Friday, the A-4 bonds 
from GSMS 2007-GG10—widely seen as the benchmark CMBS 
deal—hit 158 basis points over swaps, tights not seen since May of 
last year, according to data from Trepp LLC. 

  —Max Adams

New Issue  (Continued from page 1)
“Never say never, but it’s unlikely that we will [do a deal] that 
size again. Demand is pretty high, and we’ll be better able to 
optimize pricing by breaking portfolios up into smaller pieces, 
rather than larger sales,” he explained. Prologis is continuing to 
see healthy returns, thanks to restricted supply in the industrial 
sector, he added.

Recent coverage of the !rm has focused negatively on 
Prologis’s exposure in Europe, stoking investor fears of the effects 
of a European meltdown. The !rm recently acquired a controlling 
interest in affiliate Prologis European Properties, and has around 
25% of its portfolio on the continent. 

Olinger, however, has a different take. “There’s some confusion 
around the [European] subject. People look at the economic 
barometers around GDP growth in Europe and draw the conclusion 
that consumption is down so warehouses must be down. However, 
in countries like Germany, the United Kingdom and France, even 
though we’re seeing "at growth, there’s a net demand of customers 
to be in a modern product. We have the best quality, and the 
newest assets, so we are a net benefactor of this movement,” 
Olinger said.  —Eleanor Duncan


