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SERVING SOUTH FLORIDA’S MOST IMPORTANT AUDIENCE

Owner-lender relationships get sticky amid value declines

By Marilyn Bowden

Miami-Dade’s industrial and retail
sectors are showing some signs of
strengthening, but market experts say
lack of access to capital continues to be a
thorny issue.

“The economy currently is such that
the trickle-down effect is coming down
to the commercial real estate market,”
said Soneet Kapila, principal of Kapila &
Co., CPAs. “It has been slowing down for
some time, especially with bankruptcies
among big-box stores.

“A lot of these properties are either
undergoing restructuring or seeing a con-
tinuing decline in values, putting more
pressure on the relationships between
owners and lenders.”

Complicating the picture is the matu-
ration of commercial mortgage-backed
securities, or CMBS, loans, he said.

“There are highly complex negotia-
tions,” Mr. Kapila said, “and there are
still a lot to come up in 2011.”

Lack of financing continues to plague
the industry, he said.

“There is no real new money on the
table, and liquidity had been dried up for
quite a while.” In the case of an owner-
operated property, Mr. Kapila said, “it’s
not uncommon for the principals to pur-
chase at a discount some of the secured
debt linked to the real estate.

“The key for them is to manage the
debt structure combined with a lower
income stream.”

Mr. Kapila said he expects lower rents
driven by current market conditions will
lead to a realignment of value for many
commercial properties.

Fourth-quarter statistics for the coun-
ty’s industrial sector show that absorption
has increased dramatically, said Mike
Silver, first vice president at CB Richard
Ellis. In 2009, he said, there was 6.9 mil-
lion square feet of negative absorption;
2010 ended with about 5 million square
feet of positive absorption.
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“The economy currently is such that the trickle-down
effect is coming down to the commercial real estate
market,” states Soneet Kapila.

“That’s a huge turnaround in one
year,” he said. Vacancy, which had crept
up to between 10% and 11%, is now
around 8%, according to CBRE’s
research.

“In Airport West we’re actually seeing
some slight increases in rental rates in
certain Class A industrial parks,” Mr.
Silver said.

“It’s the good quality space that’s leas-
ing,” said Wayne Schuchts, senior vice
president with Flagler Real Estate
Services. “Big companies that have a lot
of cash on their balance sheets right now
are making some moves — tenants such as
Carnival Cruise Lines, Caterpillar
Logistics and Emerson Electric.

“The C properties that cater to small
entrepreneurial tenants who are still chal-
lenged by lack of capital are experiencing
drops in occupancy and in values.”

In addition, Mr. Silver said, rents are
still being discounted in other markets
such as Hialeah and Liberty City, and are
now as much as 50% off from the peak of
the market in June of 2007.

A flurry of sales activity in December
by industrial REITs and other investors is
in general indicative of their need to put

money out before the end of the year, Mr.
Silver said — but sales activity was
stronger in the second half of 2010 than
earlier in the year from all user types.

In the retail sector, “the worst of the
market is behind us,” said Mark Gilbert,
executive vice president in the Capital
Markets Group at Cushman &
Wakefield.

“There are clear indications that the
fundamentals are improving,” he said.
“On an overall basis, I think occupancies
have dropped to their lowest in this cur-
rent cycle and will start to improve. In
general, they have started to stabilize, and
we should see improvement in 2011 in
terms of occupancy rates. Rents may see
some stabilization, with some limited
improvement in rates.”

The second half of 2010 saw a sub-
stantial increase in pricing of retail prop-
erties over the previous six months, Mr.
Gilbert said, and “there’s a fair amount of
evidence that pricing will improve as fun-
damentals improve, though not on a cap
rate basis.”

Demand is highest for necessity retail,
particularly grocery-anchored centers, he
said. “Then I would say discretionary
retail is improving in urban markets
where demand remains strong.

“Kendall, West Kendall, Aventura,
downtown and South Beach have been
very robust. The sales of shopping cen-
ters that took place in 2010 are indicative
of institutional confidence.”

Miami-Dade County has significantly
less retail space per capita than any other
county in the state, Mr. Gilbert said, and
that makes it attractive to national retail-
ers.

“We’re fortunate,” he said, “in that
Dade will be identified as a place for
expansion by retailers that have not been
here before, which helps our county. We
are the economic engine for South
Florida.” »




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile ()
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Saturation
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 99
  /Optimize false
  /OPM 1
  /ParseDSCComments false
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo true
  /PreserveOPIComments false
  /PreserveOverprintSettings false
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.28000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 600
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 5.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (BREEZE SETTINGS)
  >>
>> setdistillerparams
<<
  /HWResolution [1050 1050]
  /PageSize [612.000 792.000]
>> setpagedevice


