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OFFICE BUYERS FLY SOUTH FOR VALUE 

February 4, 2013 

Private equity investors will boost portfolio trades and joint ventures in the office sector this year. 
Mounting pressure from large and midsized funds will drive CBD and close-in suburban action. Markets 
poised to heat include Atlanta, Miami, Charlotte and Raleigh, N.C.; as well as Texas and Southern 
California, as buyers hunt for alternatives to primary market returns. Expect cash-flush institutional 
investors Apollo Global Real Estate Management, Blackstone Group and Lone Star Funds to team for 
additional secondary market purchases this year. Cap rate averaging 2% to 3% higher in secondary 
markets will stimulate joint ventures between primary-market focused institutional investors who want 
higher yielding investments but typically avoid secondary markets. 

Lone Star Funds' recent suburban-office heavy portfolio purchase suggests even hotter competition for 
Washington, D.C., and Texas. Lone Star's eighth fund- named as the buyer ofWereldhave USA's 
portfolio -could be twice the size of its $2.5B predecessor fund. Expect the distressed and value­
hunting equity player to continue its buying spree after it digests the $700M-plus portfolio of office space 
in Austin, Dallas, San Diego, Calif., and Washington, D.C. The Blackstone Group and its BREP VII 
fund should be expected to follow a 2012 Southern California portfolio recapitalization with similar deals 
this year, especially as owners/borrowers scout options for maturing debt. Look for Hines and Oaktree 
Capital Management's three-year-old N to book additional deals succeeding its purchase of three dozen 
office buildings in Las Vegas late last year. 

Midsized equity funds and REITs will also pump up Sun Belt deal volume. Buyers respond to a reviving 
demand for Washington, D.C., properties by pushing farther south for discounts. Charlotte, N.C., will 
emerge as a core market this year as a result of corporate relocations and expansions. Buyers shopping 
that market and others will include American Real Estate Partners, Franklin Street Properties, 
Parkway Properties and Steelbridge Capital. East Coast-focused American Real Estate Partners targets. 
approximately $500M ofstabilized·and value-added multitenant office and flex space in Charlotte and 
Raleigh-Durham, N.C., and Richmond, Va., plus Washington, D.C., in addition to other markets including 
Baltimore, New Jersey and New York. 

Deal volume could decrease this year. Public REITs including Franklin Street Properties and Parkway 
Properties may buy less this year if they conform to a broader public REIT trend of slightly decelerating 
acquisitions. Franklin Street Properties, which acquired $200M-plus in 2012, has a presence in Florida, 
Georgia, Texas, North Carolina, South Carolina and Virginia. Sun Belt specialist Parkway Properties' 
$700M of buys in 2012 could translate into additional deals in Charlotte, N.C., Tempe, Ariz., Florida and 
beyond. Private buyer Steelbridge Capital will home in on primary and secondary Florida markets for 
office and retail, as part of a newly formed venture with Apollo Global Real Estate Management. The 
buyer targets $200M of value-added acquisitions this year; if successful, the target will mark a sevenfold 
increase compared to approximately $30M of buys during 2012. Steelbridge will shop for buildingsin 
Atlanta, Chicago, Washington, D.C., and Austin, Texas, generally priced from $5M to more than $30M. 

credit line, or if it chooses to 
sell after $4M of acquisitions in 2012, a lackluster number compared to a nearly $400M pace during 2011. 

Brookfield Office Properties, with more than $300M of buys during 2012, could expand an eight­Propeyld an i u y s  n e , e d  
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MALL BUYERS TO INCREASE RETAIL STAKE 

Private mall buyers will drive up demand for Class A properties in response to institutional capital needs 
for higher yields. Buyers will flock to quality and pay into the 5% cap rates for properties in densely 
populated, moneymaking submarkets. If Ashkenazy Acquisition, CBL & Associates, Glimcher Realty 
Trust, Macerich Co., Simon Property Group and Taubman Centers continue 2012 action, expect 
heating pressure on average 7% range cap rates that will also raise demand for debt recapitalization and 
joint venture purchases. 

Institutional investors and REITs will stoke demand for stabilized malls in markets populated by high­
income shoppers. Miller Capital Advisory could acquire $500M of properties by summer. The private 
buyer counts California Public Employees' Retirement System and Simon Property Group among equity 
and joint venture partners. In and outside its Institutional Mall Investors N with Simon, dealmakers will 
shop regional and superregional centers similar to a one million-plus s.f. Nordstrom- and Macy's­
anchored center in Mission Viejo, Calif. A search for upscale malls and lifestyle centers means 
encountering the likes of fellow nationwide buyers Glimcher Realty Trust and Macerich, which will 
respectively acquire more than $100M and $500M of assets by December. TIAA-CREF and USAA Real 
Estate Co. are also active buyers. 

Deep pockets will also pursue greater yield by sidestepping stability in off-market purchases and 
recapitalizations. Ashkenazy Acquisition can be expected to scope off-market deals for a $700M-equity 
investment goal initiated last year. The private buyer and institutional N partner wrapped up 2012 with 
more than $225M Class A mall and retail condominium acquisitions, including a Class A mall stocked 
with higher-end retailers in Seattle, plus malls and retail condominiums in Boston, New Y ark and 
Washington, D.C. Expect the buyer and institutional N partners to supplement an appetite for infill, 
value-added properties with loan purchases. Recapitalizations fueled by borrowers unable to refinance 
maturing CMBS debt could kick up the company's acquisition pace nationwide. Meanwhile, expect 
REITs to also tap joint ventures and selectively hunt new construction. Simon Property Group will 
employ a multi pronged strategy targeting upscale, stabilized deals and new construction of outlet centers. 
The largest retail REIT could acquire more than $3B this year; it bought $3.6B-plus of centers during 
2012. In and outside the outlet mall space the buyer will encounter Taubman Centers, the joint venture 
partner and developer buying stakes in upscale malls and continuing new outlet mall construction coast-to­
coast. Taubman acquired more than $400M during 2012, which reflects a big-ticket N with developer 
partner The Forbes Co. in Florida. 

Buyers will pursue new markets with extraordinary economic growth. Expect an upsurge of joint ventures 
in fracking country- North Dakota, Ohio and Pennsylvania- this year, as the energy sector is expected 
to continue pumping up employment and discretionary income. CBL & Associates likes what it sees in 
its new market ofNorth Dakota, so it shouldn't be a surprise if the company shops additional assets there 
and throughout the U.S., to follow $300M of buys during 2012. Other buyers and sellers to watch include 
and Pennsylvania Real Estate Investment Trust, Retail Properties of America and The Rouse Co. 

NET LEASE BUYERS POISED TO STRIKE 

A consolidation trend highlights single-tenant buyer need for diversification across the credit spectrum. 
Deals involving American Realty Capital Trust, Cole Credit Property Trust II, Realty Income and 
Spirit Realty Capital will heat competition for nonrated and investment-grade portfolios, as buyers seek 
to hedge their bets in a bubbling CRE climate. Buyers, in search of stabilized properties to satisfy investor 
need, will diversify portfolios and extend their reach into a $2 trillion market dominated by corporate real 
estate owners; who will continue to sell and lease back assets. Buyers are positioning themselves for 
eventual interest rate increases that will dramatically spur sale/leaseback deals. 

More capital will target properties core to company operations. Demand for credit tenants will spike later 
this year if economic uncertainties aren't quelled. In a search for balance, opportunistic buyers will 
ratchet up noninvestment grade buys through portfolios instead of one-off deals. As the economy firms, 
cap rates will decrease from 8% ranges for properties leased to non-investment grade tenants. 

Continued on next page 
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Spirit Realty Capital's expected merger with big non-traded REIT Cole Credit Property Trust II will 
diversify the public REIT' s portfolio with investment-grade properties. Expected to close by March, the 
deal will follow Realty Income's play for investment grade-heavy American Realty Capital Trust. 

Separate from Property Trust II action, sponsor/investor Cole Real Estate Investments will eye more than 
$1.4B worth of acquisitions in the single-tenant retail space this year, an increase compared to 
approximately $1.1B-plus ofbuys during 2012, part of a broader$3.2B worth of acquisitions activity. 
Count on a strong appetite for retailer tenants like Big Lots, Costco, CVS, Kohl's and Walmart, for its 
Cole Credit Property Trust IV vehicle. The buyer will also shop outside the A-rated credit space for its 
Cole Credit Daily NA V Strategy vehicle, which will buy a range of properties including dialysis and 
outpatient centers, plus discount retail stores including Dollar General. It will encounter single-tenant 
buyers Agree Realty, AEI Fund Management, Brauvin Net Lease Realty, Broadstone Realty and 
STORE Capital, as well as Griffin Capital and its $1.3B Griffin-American Healthcare REIT III. 

Diversified buyer STORE Capital aims to acquire $1B worth of properties this year. Both full- and quick­
service restaurants could account for roughly one-third of the acquisitions volume, with retail, private 
education centers, plus a handful of manufacturing/warehouse and distribution centers picking up the 
slack. The buyer will shop $3M to upwards of $60M to $80M deals leased to so-called mission critical 
tenants able to provide unit-level profit and loss statements. The national buyer acquired $750M worth of 
assets during 2012. 

Single-tenant industrial buyers also plan a busy year. STAG Industrial looks at $250M of Class B 
industrial acquisitions in secondary markets this year. The company will scout the Midwest, Northeast 
and Southeast for properties. Monmouth Real Estate Investment Corp. this year could meet or exceed 
an estimated $100M of acquisitions during 2012, and will pursue additional build to suits nationwide. 
Clarion Partners, ElmTree Partners, Industrial Income Trust and One Liberty Properties are also active 
nationwide. 

DEALMAKERDATABANK 

AMERICAN REAL ESTATE PARTNERS, 2350 Corporate Park Drive, Suite 110, Herndon, VA 20171. Douglas Fleit, 
CEO, (703) 435-4800; Fax: (703) 435-2479; dfleit@americanrepartners.com 

ASHKENAZY ACQUISITION: 150 E. 58th St., 39th Floor, New York, NY 10155. Michael Alpert, President, (212) 
213-4444; Fax: (212) 213-5713. acquisitions@aacrealty.com; malpert@aacrealty.com 

BROADSTONE REAL ESTATE, 530 Clinton Square, Rochester, NY 14604. Sean Cutt, VP, Acquisitions, (585) 287-
5459 (direct); fax: (585) 287-6505; seancu@broadstonere.com 

COLE REAL ESTATE INVESTMENTS, 2325 E. Camelback Road, Suite 1100, Phoenix, AZ 85016. Single-tenant 
retail: Brian Garrigan, VP, Acquisitions, (602) 778-6000; Fax: (480) 449-7000. Multitenant retail: Scott Holmes, SVP, 
Acquisitions, (602) 778-6000; Fax: (480) 449-7000; sholmes@colecapital.com. Office and industrial: Robert Micera, Chief 
Investment Officer, (602) 778-6000; Fax: ( 480) 449-7000; rmicera@colecapital.com. 

KILROY REALTY, 12200 W. Olympic Blvd., Suite 200, Los Angeles, CA 90064. Justin Smart, EVP, (310) 481-8400. 

GIC REAL ESTATE, One Bush St., Suite 1100, San Francisco, CA 94104. Tracy Stroh, SVP, Investments, (415) 229-
1800; Fax: (415) 229-1812. 

GLIMCHER REALTY TRUST, 180 E. Broad St., Columbus, OH 43215. Christopher Ellis, Senior Director of 
Investments, (614) 887-5673; Fax: (614) 621-9321; cellis@glimcher.com. 

GRIFFIN CAPITAL, 2121 Rosecrans Ave., Suite 3321, El Segundo, CA 90245. Michael Escalante, Chieflnvestment 
Officer, (31 0) 469-61 00; Fax: (31 0) 606-591 0; mescalante@griffmcapital.com · 

LONE STAR FUNDS/LONE STAR U.S. ACQUISITIONS, New York: 888 7th Ave., 11th Floor, New York, NY 10019. 
Tal Seder, SVP, (212) 849-9600. 

MILLER CAPITAL ADVISORY, 5750 Old Orchard Road, Suite 400, Skokie, IL 60077. Andrew Miller, CEO, (847) 
966-9600 Fax: (847) 966-9628; amiller@miller-capital.com 

PIEDMONT OFFICE REALTY TRUST, 11695 Johns Creek Parkway, Suite 350, Johns Creek, GA 30097. Carol A. 
(Bo) Reddic IV, EVP, Real Estate Operations, (770) 418-8800.- Continued on Next Page 
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DEALMAKER DATABANK 

PRUDENTIAL REAL EST ATE INVESTORS/PRAMERICA REAL EST ATE INVESTORS/, 7 Giralda Fanns, 
Madison, NJ 07940. Paul Curcio, Managing Director of Acquisitions, (973) 683-1634; paul.curcio@prudential.com. John 
Sarokhan, VP, Acquisitions, (973) 734-1416;john.sarokhan@prudential.com 

SKANSKA USA, Headquarters: 1633 Littleton Road, Parsippany, NJ 07054, (973) 753-3500. Houston: 1776 Yorktown 
St., Suite 690, Houston, TX 77056. Joel Ambre, Development Director, (713) 828-3403; joel.ambre@skanska.com Metro 
Washington, DC: 1776 Wilson Blvd., Suite 250, Arlington, VA 22209. Mark Carroll, VP, Development, (703) 351-2705; 
mark.carroll@skanska.com 

SPIRIT REALTY CAPITAL, 14631 N. Scottsdale Road, Suite 200, Scottsdale, AZ 85254. Gregg Seibert, SVP, (480) 
606-0820; Fax: (480) 606-0826; gseibert@spiritrealty.com. Mark Manheimer, SVP,Head of Asset Management, (480) 606-
0820; Fax: (480) 606-0826; mmanheimer@spiritrealty.com 

STEELBRIDGE CAPITAL, 4064 N. Lincoln Ave., Suite 178, Chicago, IL 60618. Gavin Campbell, (773) 267-9200; 
Fax: gcampbell@steelbridge.com Miami office: 140 I Brickell Ave., Suite 570, Miami, FL 33131. Jay Caplin, Managing 
Principal, (305) 374-1004; Fax: (305) 372-9767; jcaplin@steelbridge.com 

STORE CAPITAL, 8501 E. Princess Drive, Suite 190, Scottsdale, AZ 85255. West: Craig Cote, Managing Director of 
Acquisitions; (480) 256-1126; Fax: (480) 256-1101. ccote@storecapital.com. Southeast: Tyler Maertz, Managing Director 
of Acquisitions, (480) 256-1122; Fax: (480) 256-1101. tmaertz@storecapital.com. Central: William Totherow, Managing 
Director of Acquisitions, (480) 256-1120; Fax: (480) 256-1120; Fax: (480) 256-1101. btotherow@storecapital.com. East: 
Mark E. Wood, Managing Director of Acquisitions, (480) 256-1129; Fax: (480) 256-1101. mwood@storecapital.com 

CRE HEAT BECKONS FOREIGN CAPITAL 

Foreign investor appetite for U.S. assets should increase this year despite international monetary concerns. 
Buyers will complement core, primary market strategies with secondary market purchases, financing joint 
ventures and new construction. Canadian buyers will lead a surge of foreign investor activity throughout 
the U.S. but count on Asian, European, Middle Eastern and South American cash to make waves of their 
own. 

An apparent lack of Class A properties in Canada will translate into more stateside action, regardless of a 
diminished exchange value that now equals the U.S. dollar. Companies to watch include Artis REIT, 
Agellan REIT, Brookfield, CPPIB, Ivanhoe Cambridge, Morguard North American REIT, Pure 
Multi-Family REIT and RioCan REIT. These and other companies will stimulate U.S. acquisitions, 
joint ventures and development mainly in primary markets, but they'll explore farther outside for yield 
compared to eastern and western counterparts. 

Buyers of all stripes, however, will chase improving employment in secondary markets including 
Houston, where the Association of Foreign Investors (AFIRE) sees increased interest from foreign capital. 
The city joins New York, San Francisco and Washington, D.C., as top global cities, according to the 
group's annual member survey. Besides active investor Brookfield, don't be surprised to see retail buyer 
North American Development Group or Morguard Corp. expand a Southeast apartment and retail 
presence. Azrieli Group and H&R REIT will seek additional CBD office space. Pension fund CPPIB -
through a nearly $900M platform called Goodman North America Partnership- will power industrial 
buys and builds with Australian partner Goodman Group. CPPIB has invested in office and retail 
properties outside the venture. Adviser Metzler NA, which works with German capital, eyes $600M of 
buys and will pursue office while eyeing diversification into apartment and industrial. Beacon Investment 
Partners, which works with South American capital, will encounter Diversified International Partners, 
which eyes a $200M equity raise to acquire core and core-plus assets in gateway markets including Texas. 
In and outside Texas the Transwestem Investment Management affiliate will encounter Bahrain-based 
Investcorp and South America capital-driven Beacon Investment Partners. 

Primary markets will gamer more attention this year from core and value-added buyers and builders. 
Pramerica Real Estate Investors (PREI) will shop core-plus office for a $315M equity US Property Fund 
V, to add to a late 2012 buy in Manhattan. Swedish buyer and developer Skanska plans $1B of 
commercial development during the next five years. Recently it bought a parcel in Boston for an office 
project. Continued on next page 
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When it steps up for U.S. buys, Norges Bank Investment Management's Government Pension Fund 
Global will likely pursue New York and other primary markets for acquisitions. It entered CRE 
acquisitions in 2011. Ivanhoe Cambridge works for yield in Chicago, where it teams with Hines on a 45-
story office project slated for a 2016 delivery. Israel-based Harbor Group International, active in 
Chicago and other primary markets, targets $800M to $900M of activity that will include office buys. 

Count on big sales to give rise to additional buys similar to activity from Government of Singapore's GIC 
Real Estate, which nears closing a $1.5B acquisition of four resorts. During 2012 the company reaped 
cash from a joint venture partner sale to American Campus Communities. Other buyers to watch include 
Mitsui Fudosan, with a $600M-plus appetite for office acquisitions in primary markets. Mitsubishi Corp. 
plans a financing expansion in a JV with Five Mile Capital Partners. 

JOINT VENTURES SEEK MIXED-USE VALUE, REDEVELOPMENT 

Confidence in mixed-use assets will strengthen this year to fuel acquisitions of apartment, retail and office 
blends. Count on joint ventures to make their mark in urban, infill markets with value-added buys, while 
public REITs chase acquisitions, development, recapitalizations and debt buys. Buyers Angelo, Gordon 
& Co., AREA Property Partners, KBS Legacy Partners Apartment REIT, Madison Marquette, 
PCCP, SL Green Realty and Trademark Property Co. are active mixed-use buyers acting in advance of 
increased new construction from companies including Grosvenor USA and Rockefeller Group 
Development Corp. 

Value-added apartment, retail and development blends will draw Angelo, Gordon & Co. and Coventry 
Real Estate Advisors into the fold with joint venture partners. More action in the San Francisco Bay area 
is likely for diversified buyer Angelo, Gordon, which plans expansion of a large infill asset east of San 
Francisco with N partner City Center Realty Partners. Federal Realty Investment Trust and MetLife 
have been among other active buyers east of San Francisco, respectively for pure-play retail and office. 
Diversified buyers CIM Group, Madison Marquette and PCCP can be expected to shop notes 
collateralized by mixed-use properties, as well as fee-simple buys of value-added to core properties 
nationwide. Following a Long Island, N.Y., buy with Perella Weinberg Partners, watch for Madison 
Marquette to drill deeper into Los Angeles, New York, San Francisco, Seattle, Washington, D.C., and 
South Florida, for a diversified strategy that also includes infill urban retail and office buildings. 

Suburban Action Ahead 

Coventry Real Estate Advisors takes its appetite for mixed-use and retail properties into the suburbs, with 
joint venture partner Trademark Property Co. The pair recapitalized an apartments/office blend north of 
Dallas. Each company shops the mixed-use segment, so expect Coventry Real Estate Advisors to acquire 
nationwide, while Trademark Property Co. considers dominant secondary market assets complementing a 
main, primary market focus coast-to-coast. East Coast joint ventures targeting the segment include The 
Bascom Group and Spirit Investment Partners, following a Connecticut buy. LCOR's JV with the 
California State Teachers' Retirement System will stimulate activity along the East Coast and cross paths 
with Invesco Real Estate, The Related Group, SL Green Realty and Vornado Realty Trust, with 
strategies ranging from redevelopment, debt purchases and fee-simple real estate buys. Big apartment 
buyer KBS Legacy Partners Apartment REIT is also active after scooping a suburban Minneapolis 
property a couple weeks ago. 

Development will also increase. More buyers will follow the likes of Grosvenor and Rockefeller Group 
Development Corp. - each targeting assets and land for buys and builds. Grosvenor primarily shops San 
Francisco and Washington, D.C., for land and development potential, while Rockefeller Group will 
partner on mixed-use redevelopment and development projects nationwide. Also count on additional new 
build action from AREA Property Partners, after a late 2012 operating company acquisition of a Seattle 
company. Increased development in the Pacific Northwest will occur as a result. Diversifying its push 
into apartments, Mack-Cali Realty will team with and JV partner Prudential Real Estate Investors for a 
planned apartment and retail development in Boston. 
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APARTMENT BUYERS WORK HARDER FOR GROUND 

Apartment buyers anticipating rapid development growth will wrestle for infill value across the property 
spectrum. A diverse set of private and public buyers will push deeper into infill pockets and target growth 
in primary, suburban and secondary cities. Private investment funds will pepper acquisitions strategies 
with debt buys, originations and new development, as higher interest rates approach. 

Portfolio trades will define the year and follow a combined $17B-plus of deals inked by Goldman Sachs, 
Greystar Real Estate Partners, AvalonBay Communities and Equity Residential. Besides big-ticket 
portfolios, watch for newly minted and exis~ing investment funds- such as the targeted $400M-equity 
Berkshire Multifamily Value Fund III- to employ a diversified strategy. 

Demand supported by tightening occupancy rates and rich GSE financing will give rise to a rash of new 
development from REITs and private equity investors. A construction wave, plus an inevitability of 
higher interest rates, doesn't bode well for institutional-led ventures paying into the mid-4% range for fat 
portfolios whose size brings higher risk. Expect to see big buyers pare down portfolios to raise cash for 
new development and redevelopment at higher yields. Office buyer Mack-Cali Realty could seek 
additional apartment plays in infill East Coast markets, to complement new construction and a late 2012 
portfolio buy. Camden Property Trust, which booked $600M-plus of acquisitions in 2012, including a 
portfolio of Dallas, Houston, Las Vegas, Phoenix and Southern California assets, may strike more than 
$300M of buys this year. 

Whether apartment transaction volume repeats a 2012 high-water mark of approximately $80B depends on 
how much buyers will focus on acquisitions instead of new development. Value-added deals will lead the 
pack. Class A assets remain popular, but investors grouse about a lack of supply, especially at palatable 
cap rates at a time of cheap debt. Class A properties in gateway markets will remain attractive to 
international capital shopping top shelf product, yet value-added strategies similar to the Brookfield 
Fairfield U.S. Multifamily Value Add fund will become more prominent. Houston, a must-see market 
for apartment buyers, is knowri for its population of smaller international buyers shopping Class B units 
for value.,.added plays. 

Don't be surprised if foreign and institutional capital fuels joint venture buys in Las Vegas, Phoenix and 
South Florida- and triggers a flood of sales from hawkish commercial banks and owriers who bought 
post-crash and can't help but notice current U.S. apartment pricing exceeding the previous cycle's peak. 
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