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EDITOR ’S  NOTE

A New Day

A
year that has doled out adversity and 
misery as if it were Halloween candy is 
ending at its darkest moment of all. As 
we go to press with this supplement the 
U.S. is registering more than 200,000 

new COVID-19 cases and more than 3,000 deaths per 
day. We went through a holiday season when many 
of us were unable to spend time with our friends and 
families. And many of us lost people we loved or know 
people that are struggling with the myriad long-term 
health conditions that COVID-19 is leaving in its wake. 

It’s been a year filled with uncertainty, a whole lot 
of waiting to see what will happen and a good dose 
of attempting to figure out when we might return to 
some semblance of normal and how that normal will 
compare to our pre-pandemic lives. 

Yet the old cliché, “the darkest hour is just before 
the dawn” in this case is very apt. As deaths have 
peaked, the first approved vaccines arrived and began 
to be administered. With more vaccines expected to 
gain government approval and the groundwork being 
laid for the hundreds of millions of doses to be manu-
factured, distributed and administered, the end of the 
pandemic is within view. By this time next year we 
hopefully all will be together again, toasting what we 
lived through and getting back to many of the activi-
ties we have missed in 2020. 

All that means we sit at a unique moment and the 
decisions made today will have big implications for 
commercial real estate stakeholders. There is distress 
to work through, but there could be a rapid and strong 
economic recovery in our near future. So owners have 
added incentive to try and bear down and figure out 
how to hold on to assets rather than sell too cheaply. 
There will be adaptations made to various property 
types, but perhaps not to the dramatic degree many 
of us speculated. Urban real estate, offices, retail real 
estate, hotels all could see rapid recoveries. 

It’s in this context that dozens of commercial real 
estate firms have submitted outlook pieces for this 
supplement. The articles cover the full gamut of prop-
erty types and offer insights on how different firms are 
planning to approach the coming year. 

One final note is that you will notice that we have 

made a change ourselves. Effective January 1, 2021 
National Real Estate Investor has a new name—Wealth 
Management Real Estate (WMRE). We remain com-
mitted to being the leading authority for analyzing 
trends and publishing insight on the commercial real 
estate sector, but will have a new look and expand-
ed reach and coverage to a broader community of 
investment professionals through our sister brand, 
WealthManagement.com

The new Wealth Management Real Estate (WMRE) 
will continue to serve the same core National Real 
Estate Investor audience of commercial real estate 
investors, developers, owners, lenders and brokerage 
firms with in-depth analysis of the commercial real 
estate sector. But now our expert real estate content 
and your communication efforts will be accessible 
to WealthManagement.com’s engaged community of 
435,000 financial advisors, estate planners, attorneys, 
CPAs, and other influencers at technology and asset 
management firms.

Financial advisors regularly counsel clients to 
diversify portfolios in order to reduce risk—and con-
sider commercial real estate an attractive alternative 
investment. Wealth management professionals have 
been a relatively untapped market for many commer-
cial real estate firms, and these professionals need new 
sources of information about commercial real estate 
trends and opportunities in order to provide clients 
with trustworthy investment options. The WMRE 
brand will provide commercial real estate firms and 
financial advisors with a potent new avenue to share 
information and build stronger relationships with 
each other.

As always, we hope you find the supplement educa-
tional and useful. And if you are interested in contrib-
uting to future supplements, drop us a line. n

David Bodamer
Executive Director, Content & User Engagement
Contact David Bodamer at  
david.bodamer@informa.com.

http://www.wealthmanagement.com/wmre
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also have grown, abetted by the desire of people to work 
and live in places with city-like features. 

Other trends accelerated or changed by the pandemic 
include the demand for affordable housing, level of gov-
ernment support in the economy and social justice issues. 
The pandemic has exposed the high number of people 
living on the edge, as jobs losses have been concentrated 
in low-wage industries such as leisure and hospitality and 
retail. Government support would be welcomed by the 
multifamily industry, which for years has been lobbying to 
increase affordable housing stock.

The pandemic is also accelerating some technical fac-
tors, such as the long decades-long move toward lower 
interest rates, which has left institutions scouring for yield 
that is provided by commercial real estate. How commer-
cial property is impacted by the changes brought about by 
COVID-19 ultimately depends on factors such as property 
type and location. Multifamily and industrial have favorable 
long-term demand drivers that make them attractive to 
sponsors, while retail and hospitality have red flags over the 
short- and long-term. In terms of geography, some investors 
prefer higher long-term growth prospects of faster-growing 
metros, while core metros with high liquidity will remain 
popular with others. Whatever happens, the industry will 
continue to evolve to adjust to reality on the ground. n

Paul Fiorilla is Director of Research at Yardi Matrix.

Learn more at www.yardimatrix.com.

COVID-19 is changing the way Americans live and work, 
but industry experts say that in many ways the effect has 
been to accelerate existing trends rather than start new ones.

Among the trends the pandemic has impacted include 
the use of offices, movement to suburbs and secondary 
markets, the digitalization of the economy and media, 
affordable housing and the government’s support for solu-
tions. Most of these and other secular lifestyle and work 
trends have been evolving for years, if not decades, but 
the pandemic has hastened their development. How these 
developments play out is of enormous significance for 
commercial real estate. 

Evolving lifestyles
Andrew Warren, director of real estate research for PwC 
Management Services, has listed three trends that have 
been exacerbated by COVID-19:

• The live/work/play concept. Working from home has 
become more acceptable in recent years, but corpo-
rations were reluctant to allow employees too much 
flexibility ... until the pandemic. Now companies know 
that employees can work effectively and be productive 
remotely. People aren’t just living and working from 
home, though, as shopping and entertainment are on 
the rise as well. Streaming media has grown at the 
expense of real estate-centric venues such as movie and 
concert theaters. 

• The urban/suburban divide. High cost Gateway cities—
particularly New York, San Francisco and Chicago     —
have lost occupants during the pandemic, as people have 
lost jobs and amenities such as theaters and restaurants 
are unavailable. That has exacerbated the decades-long 
population relocation toward more affordable Sun Belt 
and Western metros. A more subtle shift involves house-
holds with children moving to suburbs to find more 
space. Millennials reaching their late 30’s and 40’s are 
starting families and moving from cities to suburbs.

• The evolution of cities. Urban centers traditionally 
have been the hubs of finance, entertainment and com-
merce. In recent years, however, secondary and tertiary 
metros have begun to compete for—and attract—tech-
nology companies and other businesses by emphasizing 
affordability and livable amenities. Inner ring suburbs 

The Pandemic is Accelerating CRE Trends 
By Paul Fiorilla
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working to meet consumer demand for fast delivery. This 
new era requires a rethinking of logistics. Retailers must 
move their warehouses closer to urban centers and rethink 
the design of their spaces. 

Because of the increasing demand for last mile distri-
bution space, the industrial property sector is experienc-
ing the emergence of urban infill, the redevelopment of 
existing properties or land in an urban environment, in 
supply-constrained markets across the country.

Buildings are evolving to adapt as well. Multi-story, high 
ceiling, cutting edge distribution space, among other last 
mile building types, will continue to overtake heavy indus-
trial, manufacturing, or flex building types in urban centers.

We are living through the early stages of the most 
impactful secular shift in our lives, given the rise of e-com-
merce, and the benefits that has on the industrial sector. 
Last mile product is completely outdated or nonexistent, 
resulting in tremendous development or redevelopment 
opportunities which cater to the new tenant needs. The 
limited supply of last mile distribution space will continue 
to push industrial rent and revenue. This limited supply, 
complimented by the uptick in inventory lag, creates the 
perfect recipe for growth. The low interest rate environ-
ment—combined with investor reallocations—result in 
cap rate compression. Future growth is inevitable generat-
ing upward growth in yield on cost. n

Keith Kurland is Senior Managing Director & Co-Head 
of the New York Capital Markets Team and Mo Beler is 
Senior Managing Director at Walker & Dunlop.

Learn more at www.WalkerDunlop.com.

In major urban markets—New York City included—two-
day delivery, next-day delivery and even same-day delivery 
are increasingly expected by residents. As a result of these 
shrinking delivery windows, the need for local distribution 
centers and last mile facilities has increased significantly. 
The way people shop, buy and have products delivered has 
changed drastically, and the industrial sector must adjust 
to meet the demand.

The country-wide stay-at-home orders, which were 
implemented as a result of the 2020 pandemic, caused 
e-commerce to experience exponential growth. People 
who had never shopped online began adapting to this 
trend. This created the equivalent of 10 years’ e-com-
merce growth in three months. Q2 marked the highest 
year-over-year growth for e-commerce sales nationally, 
increasing 44.4 percent from $138.96 billion in 2019 to 
$200.72 billion in 2020.

Despite considerable market volatility, both past and 
present, we’ve continuously seen positive performance with-
in the industrial asset class. We project that need for indus-
trial space has been solidified for the foreseeable future.

While the pandemic has reaffirmed the need for indus-
trial space—with approximately 300 million sq. ft. of addi-
tional warehouse space needed by 2022—the industry has 
been gaining momentum for years thanks to the rising trend 
of e-commerce. Online sales are booming, growing by 16 
percent annually and increasing by $1 trillion from 2014 to 
2017, while brick and mortar retail is being bypassed. Over 
the next three years, e-commerce sales are projected to rise 
50 percent to nearly $900 billion, and they will comprise 
15 percent of all sales by 2022, up from 10 percent today. 
Furthermore, online sales are generating 3x the demand for 
warehouse space compared to in-store sales.

As of this writing, we are preparing for what will be the 
biggest e-commerce holiday season yet, and retailers are 

Trending Upward: Innovations in Industrial 
By Keith Kurland and Mo Beler

Source: Bank of America, Forrester Analytics, ShawSpring Research; US Department of Commerce; McKinsey Analysis

http://www.wealthmanagement.com/wmre
http://www.walkerdunlop.com/
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processing in addition to optimizing the fulfillment and 
delivery processes. In light of continued social distancing 
requirements, automation can also help continue opera-
tions where physical labor is not available. By investing 
in automation, companies can improve productivity and 
increase operational capacity, enabling them to grow and 
keep pace with changing consumer habits.  

Sale-leasebacks aren’t a new concept, but in today’s 
challenging environment they have proven to be a simple 
and effective funding solution for companies that need 
to adapt to new norms. By working with an experienced, 
diversified investor with access to capital, companies 
across all sectors can unlock the capital they need to adjust 
to changing trends, keep employees safe and most impor-
tantly, continue to grow. n 

Gino Sabatini is Head of Investments at W. P. Carey Inc.

Learn more at wpcarey.com/sale-leasebacks.

In the current environment, many businesses are looking 
for capital to bolster their finances and support ongoing 
operations and growth strategies. With traditional sourc-
es of debt drying up, companies across multiple sectors 
are turning toward an alternative capital solution that 
improves cash flow and provides liquidity without inter-
rupting daily operations—the sale-leaseback. 

In a sale-leaseback, a company sells its corporate real 
estate to an investor for cash and enters into a long-term 
lease. This enables the company to monetize an otherwise 
illiquid asset and reinvest that capital into their business, 
while still maintaining full operational control. In addi-
tion, sale-leasebacks aren’t limited to a specific sector or 
property type—any company can do it as long as they own 
their real estate and find the right investor. Here’s how 
some property sectors are leveraging this type of trans-
action to provide the liquidity they need to grow and stay 
ahead of the curve:

Retail properties
As the COVID-19 pandemic continues to reshape our 
world, an increasing number of consumers have start-
ed shopping online. According to a recent report, the 
pandemic has accelerated the shift away from physical 
stores to digital shopping by roughly five years—making 
e-commerce perhaps the biggest priority for retailers as 
they look to adapt in the current environment. By pur-
suing a sale-leaseback of their critical operating assets, 
retailers can unlock the capital they need to expand their 
warehouse and distribution footprint and enhance their 
e-commerce capabilities. In addition, sale-leaseback pro-
ceeds can be used to invest in new technologies to improve 
the omnichannel experience—enabling shoppers to seam-
lessly browse and order products on any device, from any 
location. 

Industrial properties
Industrial companies have been one of the biggest ben-
eficiaries of sale-leasebacks as they typically have large 
portfolios of warehouse and distribution assets they can 
sell to investors to unlock capital. Many industrial com-
panies, particularly now, are using the capital realized 
from a sale-leaseback to invest in automation—in fact 
more than half of U.S. companies are planning to increase 
automation as a result of COVID-19. Automation enables 
companies to improve efficiency and accuracy of order 

Securing Financial Flexibility with Sale-Leasebacks to 
Adapt to New Norms
By Gino Sabatini

http://www.wealthmanagement.com/wmre
https://www.wpcarey.com/sale-leasebacks
https://www.ibm.com/thought-leadership/institute-business-value/report/consumer-2020
https://roboticsandautomationnews.com/2020/07/24/more-than-half-of-us-companies-are-planning-to-increase-automation-investments-due-to-covid-19/34436/
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rebound in third quarter 2020 net absorption for U.S. 
industrial and logistics. The sector added 56.8 million sq. ft. 
from surging e-commerce activity and the need for higher 
levels of inventory from food and beverage, healthcare, and 
consumer products companies. The U.S. industrial vacancy 
rate for September was 4.7 percent, indicative of a tight 
and healthy market with average asking rents rising 6.4 
percent from a year ago. Vacancy rates have increased by 
just 0.2 percent since the pandemic began. Ultimately, we 

are confident in the long-term secular growth trends within 
the Industrial property sector, and we believe the attractive 
risk-adjusted returns will make this a compelling strategy 
in 2021. n 

Dr. Will McIntosh is Global Head of Research and Jay 
Johnston is Senior Associate–Research at USAA Real 
Estate.

Learn more at www.usrealco.com.

Since February, the pandemic has reverberated through 
the U.S. economy like a shockwave. The national toilet 
paper shortage in the spring served as another bizarre 
example of how COVID-19 has upended even the most 
basic aspects of daily life. Big-box retailers to mom-and-
pop groceries restricted few items like the coveted toilet 
paper rolls, which meant that finding a package of tissue 
in April was like discovering El Dorado. More importantly, 
the shortage in something like toilet paper sheds light on 
the broader inventory challenges in the U.S. supply chain 
after decades of offshoring to other parts of the globe.

An analysis of U.S. inventory levels and their 
contribution to business cycles shows the change 
in inventories often plays a vital role during the 
bookends of an economic cycle. Since the 1990s, 
inventory levels have steadily grown on an abso-
lute basis but have failed to keep pace relative 
to overall sales. As a result of pandemic-related 
disruptions, Retailers Inventories destocked by 
$81.5 billion or 12.2 percent from March to 
June of 2020. In comparison, during the Global 
Financial Crisis, inventories declined 15.6 per-
cent from July 2008 to August 2009 and took 
over three years to restock above the prior high. 
Retailers Inventories have grown by $9.3 billion 
since the June 2020 low but are still 10.8 percent below 
their previous peak. As lean inventory management prac-
tices penetrated the corporate landscape, their adoption 
combined with other factors like outsourcing and a focus 
on financial metrics (e.g., turnover multiples) have led to 
a depleted domestic and complicated global value chain 
for U.S. consumers. The adjoining chart depicts both key 
inventory measures described previously.

In reaction, corporations have announced multi-mil-
lion-dollar investments to enhance the strength and resil-
ience of their supply chains. USAA Real Estate believes that 
companies are likely to hold higher inventories to prevent 
additional pandemic-related shortages, which increases 
warehouse demand. Moreover, some organizations have 
already begun to diversify their supply chains by reshor-
ing to North America, and the industrial sector appears 
uniquely positioned to not only weather the storm caused by 
COVID-19 but also thrive once the business environment 
turns toward a more accommodative growth path.

Real estate investors are generally reacting to this phe-
nomenon as a tactical opportunity. CBRE reported a strong 

2021 Market Insight: Bath 
Tissue and Industrial/
Logistics Demand
By Dr. Will McIntosh & Jay Johnston

U.S. Retail Inventory Levels
Figures are Seasonly Adjusted - Data as of August 31, 2020

Source: US Census Bureau

http://www.wealthmanagement.com/wmre
http://Will.Mcintosh@usrealco.com
http://jay.johnston@usrealco.com
http://jay.johnston@usrealco.com
http://www.usrealco.com/
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where individuals now commonly spend up to double the 
national average time commuting. While we had started 
to see some companies look at ways of reducing this trend 
as employee wellness grew in importance, for most it has 
become a normal part of our lives. Until now.

It took a pandemic for companies to realize that 
employees do not need to be in the office to be productive. 
For New York, Chicago and London alone, a move to an 
agile real estate portfolio with a work-near-home office 
means potentially millions of people are likely to be look-
ing for a more flexible strategy. 

With the shift in focus to employee centric, real estate 
teams are partnering with their counterparts in H.R. and 
I.T. to determine the makeup of their updated portfolio. 
Tracing technology along with employee data and surveys 
will enable a shift to a right-sized and purposed portfolio. n

Joe Brady is CEO - Americas at The Instant Group.

Learn more at www.theinstantgroup.com.

Months into the ultimate work-from-home experi-
ment, companies including Google, Dropbox, Slack and 
Salesforce, just to name a few, have all reportedly extended 
their work-from-home options. 

Since March 2020, The Instant Group has spoken with 
more than 60 heads of corporate real estate across the globe 
as part of our Agile CRE Think Tank (ACT: a consortium 
of industry leaders aimed at exploring and implementing 
best practices throughout the current pandemic). As one 
participant summarized, work-from-home is no longer the 
enemy of the C-suite. Through these conversations, we con-
servatively estimate that 15 percent to 20 percent of firms 
participating in ACT will move to a more agile strategy.

This is not the death of the office, but rather the intro-
duction of what we are calling the networked portfolio, a 
combination of workspaces including the core office, the 
remote work-from-home strategy and the new work-near-
home office.

Each portfolio location type ensures there is an intent 
for each environment—for collaboration, community and 
concentration, giving employees options when it comes 
to their physical workspace, ensuring better employee 
productivity and wellness. The core office of the future 
will focus on collaboration, connection and brand-centric 
activities. As the cultural hub of a firm, employees will 
gather in the hub for innovation and engagement. Trips to 
the core office will be planned and have specific outcomes, 
in response to mass-transit commuting concerns.

Going forward, work-from-home will be used for the 
“me versus we” work that requires concentration and is 
task-oriented. The desire to avoid crowded commutes and 
urban areas will lead to the rise of the flexible suburban 
office and the introduction of work-near-home.

For the last five decades, populations have expand-
ed into suburban areas while commercial centers have 
stayed the same. This naturally meant longer journeys 
into the office, something that has been simply expected 
and required. Having the choice of work-near-home will 
change that.

In the U.S. today, the average worker is thought to 
spend 225 hours a year commuting (that’s over 5.6 weeks!). 
When companies look to establish new offices, they often 
determine which locations provide the largest catchment 
area for their desired workforce. For white collar jobs, at 
least, this has created an interesting focus around major 
cities, and has created a small number of mega-regions 

The Networked Office Portfolio: Work-Near-Home
By Joe Brady
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One approach starting to find success is the addition of 
mixed-use elements such as multifamily or even hotel 
space, into malls and big-box retail.1

Industry participants would be best served to constant-
ly seek out opportunities through the clouds of disruption. 
As COVID-19 accelerates trends which negatively impact 
certain asset classes and professional services, it’s also cre-
ating new jobs to be done.

Additionally, it’s critical to keep a watchful eye on mar-
ket behavior. SVN | Research recently published a report 
exploring the relationship between the size and density of 
labor markets and their economic recovery pace. The evi-
dence suggests that both size and density have a material 
effect on the speed of a market’s post-shutdown recovery, 
with smaller and less dense areas seeing a more rapid 
return to normality. Smaller urbanized centers are recov-
ering more quickly, and with an eye on the rest of 2020 and 
2021, these smaller metro areas are well-positioned to see a 
more substantial return to normalcy and an outsized share 
of opportunistic real estate investment capital. n

Kevin Maggiacomo is the President and CEO of SVN 
International Corp.

Learn more at www.svn.com.

1. commercialobserver.com/2020/06/lowe-platform-redevelop-struggling-re-
tail-los-angeles/

The pandemic’s acute and immediate disruption is unlike 
any crisis the industry has ever experienced. It is, however, 
our propensity for creative reuse that will lead us back to 
exciting seasons of growth. The commercial real estate 
industry is no stranger to hardship, but without question, 
its legacy is its resiliency.

There is opportunity to be found as the industry 
transforms. As we march bravely through these uncharted 
waters we are reminded that it is often the difficult jour-
neys that lead to transformative, radical change. Just as the 
emergence of SFR, the amenitization of CBD-multifamily 
and co-working are all byproducts of the last recession, we 
must adopt the perspective that we could be—and in fact, 
likely are—living through real estate’s next transformation-
al wave of change.

At SVN, our focus has always been helping our clients 
contextualize the greater world, and there’s no better time 
than right now to step up to the plate and deliver.

Alexander Graham Bell famously stated, “When one 
door closes, another door opens.” This is the lens through 
which all players in the CRE ecosystem would be best 
served to view this crisis. As human beings, however, we 
often look so long and so regretfully upon the closed door 
that we do not see the one which has opened for us.

Certainly, we will continue to experience changes in 
our daily lives. After all, this crisis is characterized by over-
whelming uncertainty—there’s no pandemic rulebook or 
response guide, and we’re regularly faced with problems 
that are unfamiliar and poorly understood. We’ve essentially 
closed the door on some aspects of lives as we knew them.

But in the arena of uncertainty, opportunity is ripe. 
Closing this door allows us to turn around and open a new 
one. The operators willing to meet the challenges of shift-
ing consumer and tenant demands will undoubtedly be the 
ones who can convert a short-term crisis into a long-term 
opportunity.

Opportunity may be found in the form of technology, 
as we saw during the lockdown with the success of virtual 
walkthroughs as part of the leasing process, or maybe it’s 
found in the continual improvement of asset management 
software which gives landlords the ability to offer a more 
efficient and contactless tenant experience.

Retail, a sector in crisis even before the pandemic, may 
now present more opportunity in the online space. Online 
retail’s continued disintermediation of brick-and-mortar 
necessitates a wide scale repositioning of physical assets. 

When One Door Closes, Another Opens
By Kevin Maggiacomo

SVN INTERNATIONAL CORP.
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The reason why people confuse hard money loans with 
fix & flip Loans, is because both the loan and the laws are 
very similar—they are both private money to an invest-
ment property. 

Virtually all fix & flip and hard money loans are funded 
by hedge funds, the money comes from the same place, but 
the underwriting is different.

Contrary to hard money loans, fix & flip loans are 
usually sold on the secondary market and goes through 
a full underwriting with tighter guidelines. For instance, 
depending on the lender, fix & flip loans have a minimum 
FICO requirement. Additionally, the borrower can’t have 
late payments, foreclosure, judgments, or bankruptcy on 
their credit for 24 to 36 months.

Furthermore, a fix & flip loan is a rehab loan, a loan that 

Regardless of the type of investor you are and your loan 
scenario, there is an array of loan programs that are 
designed to meet all your mortgage needs. 

“Hard money” and “fix & flip” loans are among the 
most popular programs that investors use for their real 
estate investments. Although, they are two different pro-
grams, many in and outside the industry believe them 
to be the same loan…but this is the furthest thing from 
the truth.

Hard money loans
A true hard money loan (is an asset-based loan, which 
means the financing is based on the loan-to-value (LTV) 
of the asset. Unlike the fix & flip loan, it doesn’t go through 
full underwriting and there’s no minimum FICO require-
ment for the borrower, as it doesn’t have many guidelines 
and criteria.

This type of loan doesn’t have as many restrictions as 
one might think considering that it’s just money, so no 
more having to worry about bankruptcies, foreclosures, 
collections, etc. 

Due to the lack of guidelines and underwriting, a true 
hard money loan is generally capped at 65 percent LTV or 
less. For example, let’s say you have a home worth $1 million, 
if you want $500,000 against it (50 percent LTV), you’re able 
to receive the money within one to two weeks (from day of 
application), commonly as a first lien position—because it’s 
just money. It’s normally in the form of a bridge loan, which 
is short-term financing in a period of 12 to 24 months.

One of the reasons why hard money loans are for 
investment properties only, is due to the high cost regu-
lations and predatory lending—you can’t put such high 
interest rates and cost on an owner-occupied property.

In certain states, there are non-judicial foreclosure laws, 
which allow a hard money lender to get their money back 
quickly if the borrow defaults on the mortgage. 

These foreclosure laws make the lender more comfort-
able doing high-risk loans, usually the money is not sold 
on the secondary market—the lender holds the note, they 
don’t sell the paper. 

Fix & flip loans
Fix & flip loans are also asset-based loans, however they 
utilize more underwriting guidelines and criteria. While 
hard money loans focus solely on the asset, fix & flip loans 
look at both the asset and the borrower.

Hard Money Loans Versus Fix & Flip Loans and Why 
the Industry is Confusing the Two
By Michael Mikhail
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This ensures that each scenario is matched with its ideal 
and best possible program.

The biggest misconception borrowers have is that many 
believe you need a hard money loan at high interest rates 
even though you are a high credit score qualified bor-
rower. The fact is you can receive interest rates and terms 
very close to conventional financing while still being a no 
income verification loan. Hard money is not a blanketed 
statement for all private money loans.

Our team members are fully equipped with the knowl-
edge and expertise that provides support to any borrower 
that contacts Stratton Equities. Due to our extensive 
training and rigorous work ethic, we never have a mix up 
between loan programs, scenarios, and other situations.

As we are always striving to grow, we put all of our 
energy into building our loan officers and providing them 
with the materials, training, and direct (organic) leads—to 
always stay on top of the mortgage trends and new pro-
grams. n

Michael Mikhail is the Founder and CEO of Stratton 
Equities, the nation’s leading direct hard money and 
NON-QM lender to real estate investors, with the larg-
est variety of mortgage programs.

Learn more at www.strattonequities.com.

you use to acquire a property and then rehab that property in 
short-term financing (12 to 18 months). 

Depending on whom you are working with, it’s import-
ant to bring something dynamic to the table, to help you 
close your loans quickly, efficiently, and professionally. 

However, make sure that when you move forward with a 
mortgage lender that you know all the details of your loan, 

why they are utilizing that program, and whether or not that 
loan program is being properly presented to suit your needs. 

For example, at Stratton Equities, we offer both hard 
money and fix & flip loan programs, amongst an array of 
other programs, for real estate investors nationwide. Each 
loan scenario is carefully curated by one of our senior loan 
officers, who then qualifies the loan to our wide range of 
mortgage programs—to best suit the borrower’s needs. 

The biggest misconception 

borrowers have is that many 

believe you need a hard money 

loan at high interest rates even 

though you are a high credit score 

qualified borrower. 
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have faced enormous challenges. In both cases members 
have relied on the significant counsel, resources and data 
provided by their SIOR colleagues. 

At both DeVono cresa and Sentry Commercial, we 
quickly responded by putting additional support struc-
tures in place to assist our clients. Being mindful that 
decisions made in haste and without context and data can 
have adverse long-term consequences.

Whether in the United States or Europe, the coronavirus 
thrust businesses across the globe into new ways of operat-
ing and the pandemic has since dwarfed all other concerns. 
Relationships with our colleagues, clients, and customers, 
became100 percent virtual. As a result, the way in which 
businesses now interact within workplaces, source from 
manufacturers, and supply customers, has changed signifi-
cantly and in many cases, irreversibly. 

The latest Deloitte survey of CFOs highlights their 
opinion of the order of risks posed by events across the 
world. Not surprisingly, the pandemic is the most critical. 

Many businesses have thrived in this crisis, while others 
have gone into defensive mode. For the latter, Deloitte reports 
cost reduction as a top priority, alongside an increased focus 
on efficient utilization and optimization of real estate assets 
and, for some, a reduction in CapEx spend.

As businesses went in survival mode, real estate advi-
sors responded quickly to provide support. Across the 
SIOR Global Network, we have seen our members respond 
to clients who have experienced success and clients who 

Crisis Response in the Time of COVID: How Accessing 
a Global Network Provides Value for Your Business
By Mark Duclos and Paul Danks

Deloitte UK CFO Survey Q3 2020: Risk to business posed by the following factors
Weighted average ratings on a scale of 0-100 where 0 stands for no risk and 100 stands for the highest possible risk

Source: Deloitte LLP, UK CFO Survey, Q3 2020
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of the office that we’re seeing, there is a growing apprecia-
tion of the way flexible office solutions provide a means of 
addressing market uncertainty and controlling fixed and 
medium-term costs. Ultimately, the goal is to deliver quality 
collaborative environment whilst achieving flexibility and a 
balance of “tenure” within a property portfolio. 

As we move forward into 2021, CRE pros have the 
skills, data, and technology required at our fingertips 
to provide well-informed counsel. Couple this with the 
support of colleagues in the industry, including our fel-
low SIOR’s, we will be able to provide our clients with 
the advice necessary to make sound, informed decisions 
that will successfully guide their companies through this 
pandemic and beyond. n

Mark Duclos, SIOR, CRE, FRICS, President – Sentry 
Commercial, Global President – SIOR; Paul Danks, BSc, 
SIOR, FRICS, Director – DeVono cresa, President – SIOR 
European Regional Chapter.

Learn more at www.sior.com.

These additional services have included the following: 
• Business consultation, including high level insight to 

portfolio optimization
• COVID-19 FAQ guidance
• Acquisition of government and state support
• Cashflow preservation guidance, including rent defer-

ral, blend and extend lease negotiations, and operating 
expense savings

• Sector by sector “back to work” guidance 
• Risk assessment
• Workplace design and layout assistance, including the 

ever-evolving design of the “post-COVID” office
The pandemic has forced CRE companies to review the 

way they function and the services they provide. Top of the 
list is CRE’s online capabilities and technological platform. 
The industry, a notorious laggard in tech adoption, has 
advanced its tech utilization over the past seven months. 
From CRMs to use of data and analytics, to technology 
used to maximize facility and property functionality. Many 
CRE service providers are turning to technology to drive 
value for employees and clients. 

But questions remain about the long-term effects of the 
pandemic. In our opinion the biggest global question is the 
pandemic’s long-term effect on the office market. Work-
from-home has opened the door for many changes in corpo-
rate office plans, which can include design changes, required 
amount of necessary office space, or the basis of occupation.

Flexible office leasing, once seen as something exclusive-
ly for start-ups and small businesses, Today, it transcends 
many industries and sectors. As a part of the re-evaluation 

Deloitte UK CFO Survey Q3 2020: Corporate priorities in the next 12 months
% of CFOs who rate each of the following as a strong priority for their business in the next 12 months

Source: Deloitte LLP, UK CFO Survey, Q3 2020
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Mall Evolution: Entrepreneurs and business leaders 
are reimagining the shopping center/mall experience, con-
verting portions of the mall to warehousing and logistics 
utilities to accommodate last-mile distribution and omni-
channel commerce.

From landlord to financier and owner
Leading industry experts indicate that many mall owners 
such as Simon Property Group, the largest mall owner in 
the United States, along with many others, are now sup-
plying financing to their anchor mall and shopping center 
tenants to keep them afloat. “I think this is an opportunity 
for the Simons of the world,” says Scott Stuart, CEO of the 
Turnaround Management Association. “They’re acting like 
their own private-equity firms. They are sitting on a lot of 
cash and they are testing the waters.” 

This emerging role for mall operators as financiers or 
part owners of their anchor retail tenants not only trans-
forms the shopping center industry but also forces signifi-
cant changes in how local assessors determine the value and 
therefore the tax burden for mall properties. When financ-
ing deals or ownership interest complicate the relationship 
between landlord and tenant, rents cease to be arms-length, 
complicating the income capitalization analysis which has 
historically been the cornerstone of mall valuation. 

Further clouding the landlord-tenant relationship, own-
ers like Simon are now purchasing interests in retail brands, 
thereby taking on tenant roles not only in their own malls 
but in competitor malls across the country. Understanding 
this, shopping center landlords may now negotiate a differ-
ent rent for a tenant who is owned by a competitor. Whether 
a landlord decides to charge more in order to impose a 
premium on a competitor or to charge less in order to 
cloak actual rental rates from the competitor’s view, the rent 
charged is now likely driven by non-market considerations. 

According to Frank Lima, senior manager with Hilco 
Valuation, “Seismic changes in ownership and financing 
necessitate a comparable shift in valuation practice.” 

Incautious consideration of rental income supported by 
owner financing could result in a distorted and upward-
ly-skewed valuation of the property. Additionally, from a 
policy standpoint, assessors risk disincentivizing landlords 
who have taken the initiative to stabilize failing tenants, if 
they punish them for reporting income that more passive 
owners and landlords, who have allowed their properties 
to fall vacant, cannot claim. 

With municipalities seeking to make up the pandemic-driv-
en shortfalls in sales tax, unless malls and shopping centers 
vigilantly guard the accuracy of their property tax assess-
ments, they will likely suffer crippling economic damage at 
the hands of the local assessor. As malls adapt and restruc-
ture to weather the escalating threats of e-commerce, and 
now COVID-19, the very changes they implement promise 
to complicate the valuation methods that have historically 
ensured fair assessment. Securing equitable tax treatment is 
therefore more challenging now than it has ever been.

As we discussed in NREI’s 2020 Midyear Outlook, 
(“Property Tax Assessment and Valuation in the Post-
COVID-19 Era”), fair valuation requires close attention 
to market trends that determine value. With the future of 
malls largely uncertain, we at Siegel & Callahan have iden-
tified three trends we believe will shape the marketplace 
for malls and retail shopping centers in the coming year: 

Financing: Mall and shopping center landlords have 
begun financing both anchor and in-line tenants to help 
them stay afloat.

Adaptive Reuse and Rezoning: Developers are explor-
ing adaptive reuse, considering construction of non-retail 
components to stabilize large-scale mall and shopping 
centers in both urban and suburban settings.

Taxation at the Tipping Point: The Precarious Future 
of Malls and Shopping Centers
By Max Callahan, Kristina Bonesteel, & Christopher Collette
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While such an adaptation may preserve the integrity of 
the mall without major reconstruction, it threatens to alter 
radically the mall experience and the income-potential 
of affected mall sectors. Such redevelopments will likely 
upend the local assessor’s analysis of business enterprise 
value and complicate the decision whether to consider as 
real estate the affected construction, operation and recip-
rocal easement agreement. 

Traditional valuation methods will almost certainly fall 
short of the taxpayer’s objectives. Fairness in taxation will 
depend on the ability of the taxpayer’s representation to 
embrace the complexity of new models of business value 
and income analysis while remaining in alignment with 
the fundamentals of valuation on which assessing bodies 
depend to arrive at equitable valuations. n 

Max Callahan is Managing Partner, Kristina Bonesteel 
is Director of Business Development and Christopher 
Collette is Contributing Writer and Editor with Siegel 
& Callahan.

Learn more at www.siegelcallahan.com.
Follow us on LinkedIn.

Siegel & Callahan provides strategic counsel and representation in property tax assess-
ment across a spectrum of asset classes, including multi-family, office, retail, industrial 
and residential. With our singular focus, we bring 40-plus years of experience demand-
ing fair taxation for our clients in four key markets: Illinois, Tennessee, Texas and Florida.

In order to prevent valuation distor-
tions, and to incentivize landlords prop-
erly, a more nuanced approach to income 
analysis in combination with other valua-
tion methods may be needed to arrive at 
an equitable result. With the acquisition 
of mall property virtually stagnant during 
the pandemic, a market analysis based on 
recent sales may be difficult to develop. Innovative use of 
a depreciated cost approach, typically reserved for unique 
or special use properties, may now be critical to providing 
market insight and certainty where other approaches fail to 
ensure fair tax treatment.

Adaptive reuse and rezoning
Mall owners who lack the resources to finance their key 
tenants are now considering radical measures to replace 
failing sectors within their assets. Shopping center leases 
typically feature threshold provisions to protect tenants 
from having to remain in a failing mall where too many 
retail stores have closed. To avoid reaching the tipping 
point, landlords are now considering radical redevel-
opment and rezoning of failing sectors of their assets to 
stabilize vacancy and boost customer traffic.

Mall transformation is driven by an owner’s need 
to avoid the dire outcome when occupancy falls below 
thresholds specified in tenant leases.

Some shopping center owners are exploring an expan-
sion of the tenant mix from pure retail to include medical 
office facilities, educational centers, and data centers. More 
radical adaptations include the replacement of failing sectors 
within the shopping center with storage facilities, warehous-
ing, or even residential multifamily components. 

Innovative readaptation of mall assets will require 
equally innovative revision of valuation methods, either 
by separating out the components of an asset with its own 
analysis, or by discovering new models of income analysis 
in combination with market and cost approaches to value. 

Mall evolution 
As landlords, mall operators, and other real estate owners 
grapple with an ever-changing marketplace, we believe that 
the path forward will depend on re-inventions from both 
a business and a tax-revenue perspective including trans-
forming the traditional mall and shopping center experience 
as part of the larger supply chain, and rethinking physical 
spaces in malls and shopping centers into fulfillment and 
distribution centers and last-mile e-commerce centers. 

As a case in point, some speculate that the goal of 
Simon’s pending negotiations for the acquisition of J.C. 
Penney may not be to stabilize the retailer but may instead 
be part of a plan to convert former retail spaces into last-
mile e-commerce distribution.

http://www.wealthmanagement.com/wmre
http://www.siegelcallahan.com/
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outcomes. By keeping a smart and strategic mindset that 
aligns with their core principles, investors will have the 
ability to continually adjust to the changing market and 
maximize their return in the long term. n

Chris Sands is the Founder and CEO of Sands 
Investment Group (SIG). SIG is a commercial real 
estate brokerage firm that specializes in the buying and 
selling of investment properties for private investors, 
developers, tenants, and institutions across the United 
States. Our industry knowledge, experience and vast 
network of buyers and investors are integral in our 
client-forward strategies. It’s also one of the fastest 
growing and most successful commercial real estate 
brokerage companies in the country, with advisors that 
are among the most distinguished and sought after in 
the industry.

Learn more at SIGnnn.com.

Despite the challenges we’ve seen this year, 2020 has been 
very inspiring and eye opening in terms of demonstrating 
the stability of commercial real estate through shifting 
times. Generally, we are privy to understanding the market 
within a 10-year timeframe that includes adapting to mar-
ket corrections—however, with the last global pandemic 
taking place nearly 100 years ago and an industry shift that 
wasn’t brought on by a market correction, it was a greater 
challenge than ever to anticipate and predict the outcome 
for investors.

Pre-2020, prices were strong and cap rates were low in 
the investor market. Buyers were looking to take calculat-
ed risks with their investments with their strong buying 
power. When COVID-19 paused the commercial real 
estate market, we saw three tiers of buyers emerge: those 
who took a complete pause, those who fully forged ahead 
with high-risk investments and those in the majority who 
took calculated risks on concepts expected to remain stable 
during the pandemic and beyond.

This time has helped identify and highlight product 
types that continue to thrive in a shifting market and 
are based on essential concepts and businesses suited to 
daily needs, including industrial, medical office, fast food, 
grocery, gas stations, day cares and automotive locations. 
We’ve seen a resurgence of investor confidence in these 
businesses that we expect to continue into 2021. 

Many triple net investments are also lending themselves 
to the need we’re seeing for human interaction: as multi-
tenant offices, casual dining restaurants and brick-and-
mortar retail spaces reopen, we’re reminded that although 
their look and function may change in 2021, they’re used 
to creating essential culture and synergy between individ-
uals, and product types that lean into people’s desire to 
connect will continue to thrive in the long term.

While we’re still facing the unknown into the new year 
with the developments of the pandemic and a new presi-
dential administration, the new year brings a resurgence 
of inventory in the market. Investors continue to seek 
out long-term investments with high yield and are taking 
advantage of attractive lending instruments in a safe and 
strategic way.

Going into the new year, the fundamentals of real estate 
still ring true: good locations, good tenants and continued 
review and enhancement of an investor’s full portfolio. 
Now more than ever it’s critical to look at your full portfo-
lio in order to identify key opportunities based on market 

Essential Triple Net Concepts Prove to Be Stable 
Investments in a Shifting Market
By Chris Sands
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Vintage—it’s not always better
The average age of a U.S. cold storage facility is 34 years, 
according to recent research from CBRE, which has con-
tributed to the sector’s struggles to adapt to shifting supply 
chain needs. The U.S. cold chain will need to build new 
facilities near major population centers to facilitate easier 
distribution and update existing facilities with better tech-
nology to meet higher volume demands.

New and existing facilities alike will need to explore 
technology options to combat an ongoing logistics labor 
shortage. Attracting warehouse workers away from dry 
storage and distribution centers to work in cryogenic 
temperatures has always been challenging. New structures 
and remodeled facilities alike should plan to incorporate 
automation solutions that can ease the labor challenges 
facing the cold storage sector. n

Frank P. Crivello is the Chairman and Founder of 
Phoenix Investors. The company and its affiliates (col-
lectively “Phoenix”), are a leader in the acquisition, 
development, renovation, and repositioning of indus-
trial facilities throughout the U.S. Utilizing a disciplined 
investment approach and successful partnerships with 
institutional capital sources, corporations, and public 
stakeholders, Phoenix has developed a proven track 
record of generating superior risk-adjusted returns, 
while providing cost-efficient lease rates for its grow-
ing portfolio of national tenants. Its efforts inspire and 
drive the transformation and reinvigoration of the eco-
nomic engines in the communities it serves. Phoenix 
continues to be defined by thoughtful relationships, 
sophisticated investment tools, cost-efficient solu-
tions, and a reputation for success.

Learn more at phoenixinvestors.com.
Twitter     
LinkedIn  
Facebook 
Instagram  

Traditionally, cold storage real estate has been considered 
to be a less valuable asset than dry storage warehouses. 
While the cold chain has always been critical for the 
safe and efficient storage of food and pharmaceuticals, 
the heavy specialization of these properties has led to 
underdevelopment in the sector. Recently, demand for 
cold storage assets has spiked as a result of the COVID-
19 pandemic. There are multiple factors affecting this 
demand, ensuring that cold chain investments will con-
tinue to increase in value.

The unexpected online grocery boom
Steady growth in online grocery sales has piqued the 

interest of many, but the sector experienced an unprec-
edented spike as consumers have increasingly bought 
groceries online as a result of COVID-19. During the pan-
demic, nearly 80% of U.S. consumers turned to the internet 
for some portion of their grocery needs, up almost 40% 
from pre-pandemic levels.

This explosion in online grocery purchases has caused 
significant strain on U.S. cold storage infrastructure. Since 
many e-commerce grocery orders are fulfilled at retail 
locations, brick-and-mortar grocery stores will need to 
incorporate better cold storage capabilities into their retail 
locations to fulfill online orders. This blend of commercial 
and industrial space will most impact commercial real 
estate in years to come as grocery e-commerce becomes 
further normalized.

Where’s that vaccine?
Everyone is clamoring for a COVID-19 vaccine. Achieving 
acceptable levels of herd immunity will require vaccinating 
about 5.6 billion people, potentially with multiple vaccines. 
Producing, storing, transporting, and distributing that 
many vaccines places a substantial burden on the global 
cold chain.

Vaccine storage requires lower temperatures than many 
other pharmaceuticals or food products, which may prove 
challenging once the pharma sector begins distributing 
billions of doses. This may drive a need for more cryogen-
ic storage facilities and storage depots to ensure vaccines 
maintain their efficacy as they move through the pharma 
cold chain. Many major third-party logistics (3PL) provid-
ers and pharmaceutical stakeholders are already moving to 
secure the assets they will need to successfully support the 
distribution of a COVID-19 vaccine.

Cold Storage Heats Up
By Frank P. Crivello
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that demand the omnichannel experience. These tend to be 
higher-spending customers that will cross-shop, increasing 
revenues for all of the businesses in the shopping center. 

As higher-spending customers frequent the center, other 
multi-channel retailers are attracted to the property, creating 
a virtuous cycle between the shoppers and omnichannel 
stores. That cycle starts with a landlord understanding each 
tenant’s omnichannel strategy and putting together a com-
plementary tenant mix that will generate this synergy. 

Technology is also playing an unseen role in optimizing 
omnichannel shopping. For example, at properties in rural 
areas, we are working to ensure that each center’s internet 
bandwidth is strong enough to support increased demand. 
(This is typically less of an issue in dense, urban areas.)

A new wave of technological innovation lies ahead. 
We already use drones and cameras to monitor safety and 
traffic flow within our properties. It is easy to envision a 
point in which that data helps neighbors analyze where 
their customers are parking, how long they spend in a cen-
ter, and other details that tie back to making omnichannel 
shopping more seamless. 

We look forward to how these, and other technologies, 
may improve our neighbors’ omnichannel strategies in the 
months and years ahead. n

Jeffrey S. Edison is Chairman and CEO of Phillips 
Edison & Company, Inc., a Cincinnati-based owner and 
operator of 309 neighborhood properties in 31 states.

Learn more at www.phillipsedison.com.

As we enter 2021, the global pandemic is catalyzing a trend 
that many commercial real estate landlords were already 
helping push forward: the omnichannel evolution. 

Industry experts have long held that the most suc-
cessful retailers of the future will focus on convenience, 
value and experience. Success will depend on delivering 
these attributes as shoppers define them. Many retailers 
have found they cannot thrive with a digital-only strate-
gy, nor with a strategy that focuses solely on the in-store 
experience. Instead, retailers must find creative ways to 
blend the online and real-world channels so that each cus-
tomer can shop in the way that works best for her or him. 
Commercial real estate owners will play a crucial role in 
facilitating that omnichannel strategy.

As landlords of grocery-anchored properties, we can 
support and enhance our neighbors’ (what we call our 
tenants) efforts to create an omnichannel experience in 
two ways: visible, physical changes to the properties them-
selves, and through a series of behind-the-scenes “intangi-
ble” changes that will benefit all of our partners.

At Phillips Edison, we have already made many phys-
ical changes in response to the pandemic, and these have 
been a lifeline to some of our neighbors. Examples include 
outdoor seating, Front-Row-To-Go™ parking that makes it 
easy for customers to buy online and have goods delivered 
to their cars, and other changes that create a “touchless” 
shopping experience.

Another important change has been the creation of 
more drive-through areas within a property. Creating more 
drive-throughs is a necessary, but time intensive, process. In 
addition to constructing drive-throughs that meet the con-
fines of the individual property, it also involves working with 
local municipalities to get regulatory approval. However, we 
believe drive-throughs offer a unique convenience that will 
become an increasingly valuable part of our real estate and 
a key component to the omnichannel experience, even after 
pandemic-related issues subside. 

Technology, tenant mix among the intangibles 
that optimize omnichallen strategies
Many of our efforts to enhance the omnichannel experi-
ence for retailers and customers are less visible. As land-
lords, it starts with being selective about the tenant mix 
within a property. 

We have found that if we fill a center with neighbors that 
have strong omnichannel strategies, it attracts customers 

In 2021, Grocery-Anchored Real Estate Owners Must 
Optimize the Omnichannel Experience
By Jeffrey S. Edison
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4. CapEx expenses
First-time hotel buyers often assume the PIP (property 
improvement plan) provided by a brand is the total cost to 
renovate the property to a competitive level. Unfortunately, 
this is rarely the case. The prospective buyer should hire a 
quality firm to conduct a property condition report and 
take the time to review the red flags related to the physical 
plant. It is surprising how often buyers will simply gloss 
over the key findings and then later realize they have an 
expensive problem such as a roofing or mechanical system.   

5. Real estate taxes 
In some markets, particularly core urban areas, real estate 
taxes have skyrocketed in recent years, and municipalities 
scramble to cover budget gaps with school systems and 
other needs. This will only get worse with municipal tax 
revenue declines created by COVID-19. I strongly rec-
ommend using a quality real estate tax consultant with 
detailed knowledge of the local area.

Buy low, sell high, as the saying goes. There is no indus-
try hit harder than hospitality right now. As a result, net 
operating income in core urban and gateway cities is heav-
ily depressed, and defaults and mortgage delinquencies are 
50 percent higher than during the Great Recession. If you 
believe travel will return, then those with access to capital 
have a brief opportunity to buy quality hotel asset(s) at the 
bottom of the cycle. n 

 
Jon Peck is the Principal of Peck Hotel Consulting.

Learn more at peckhotelconsulting.com.

Brave enough to buy a hotel during a pandemic?
The shocking decrease in demand created by COVID-

19 crippled hotel balance sheets. As liquidity pressure 
mounts on current owners, quality hotel opportunities are 
certainly going to come on the market at deep discounts, 
but the window of opportunity is likely to be brief.

The outsized opportunities will be in the segments and 
markets that are currently the hardest hit. Those markets 
are core urban and gateway cities that rely on conventions, 
large events, and international travel.

Welcome to new investors
Below is a quick snapshot of key considerations you will 
want to bear in mind as you evaluate your hotel oppor-
tunities: 

1. Location
The hotel business is a street corner business with loca-
tion relative to demand drivers and amenities as the 
most important considerations. Looking past COVID-19 
implications, you will want to be as close to the demand 
epicenter as possible. Small differences, even a few blocks, 
can make a difference in occupancy and/or room rates 
and, by extension, profit.  

2. Brand (or not)
If the hotel you consider buying is not brand affiliated 
(e.g., Marriott, Hyatt, Hilton, IHG), then you have multiple 
options, including conversion to a brand-affiliated hotel. 
If the hotel is brand affiliated, you’ll want to understand 
the remaining time left on the licensing agreement. Most 
franchise agreements convert to the new owner and have 
heavy penalties for breaking an existing licensing agree-
ment. They may, however, allow you to upgrade within 
their brand family if it works for them.  

3. Management company
Hotels have high operating leverage, and the hotel vertical is 
different from other real estate classes in that the lease is 24 
hours and can be repriced daily. Given this dynamic, your 
selection of the hotel management company to manage the 
hotel post-purchase will have the greatest impact on your 
net operating income. More specifically, the selection of key 
players (general managers, revenue leaders) will be the key 
factor in operational performance. Get this right, and you 
will have the best shot at maximizing asset value.  

Five Important 
Considerations for the 
First-Time Hotel Buyer
By Jon Peck

http://www.wealthmanagement.com/wmre
https://www.peckhotelconsulting.com/
https://www.peckhotelconsulting.com/


2021 Market Outlook

24 | WMRE Market Outlook: 2021 | wealthmanagement.com/wmre

Podcast
House Ad

   The 
Common 

Area Podcast
Tune in for spirited 

conversations on key industry 

trends, findings from our 

latest market research and 

exclusive interviews with 

influential industry leaders. 

Hosted by WMRE Editorial 

Director David Bodamer.

Available on  

WealthManagement.com/podcasts 

and syndicated on most major 

podcast channels. 

For sponsorship opportunities, including 

custom podcasts, contact Marianne Rivera at 

Marianne.Rivera@informa.com

http://www.wealthmanagement.com/wmre


25 | WMRE Market Outlook: 2021 | wealthmanagement.com/wmre

2021 Market Outlook

has become more efficient and offers landlords the oppor-
tunity to rent out their roofs while giving their buildings a 
greener brand. Speaking of roofs, examine your roof main-
tenance and replacement budget. If you’re not enrolled in a 
roof management program, you may be missing opportu-
nities to reduce maintenance expenses and extend the life 
of your roofs.

Informed investment decisions
If acquisitions are part of your 2021 game plan, don’t 
allow COVID-19 related travel and access restrictions to 
short-circuit your due diligence process. At most sites, 
our teams have been able to meet the safety and screening 
requirements to continue on-site assessments. In high-risk 
environments such as health or elder care facilities, we 
have several methods available for virtual assessments and 
can work with you to determine which best meets your risk 
tolerance and objectives. 

Furthermore, recessions often mean tighter margins, 
longer hold periods, and greater likelihood of tenant 
defaults. This increased risk warrants deeper due diligence: 
you need more data to run accurate proforma and build an 
air-tight capital expense budget. Consider a “swat-team” 
approach to property condition assessments, with addi-
tional inspections by subspecialists in building envelope, 
MEP, accessibility, vertical transportation, and building 
technology. Work with your consultant to ensure that the 
scope of your due diligence supports your objectives. n

Joseph P. Derhake, PE is the CEO of Partner 
Engineering and Science, Inc.

Learn more at www.partneresi.com.

We thought we were facing market uncertainty at this time 
last year. Now, with unprecedented unemployment, a pres-
idential transition, and a global pandemic with a potential 
vaccine on the horizon, we have a new definition of uncer-
tainty. After the Q2 slowdown, transaction volumes have 
come roaring back, especially in the industrial and mul-
tifamily sectors. Prices may be softening, but properties 
are still trading. Some forecasters predict a further drop 
in CRE values over 2021, while others posit that the high 
demand for distressed assets will accelerate a recovery. 

With so much out of our control, let’s focus on what we 
can control: strategic asset management, solid risk man-
agement, and informed investment decisions.

Tech-enabled buildings win
Our clients are discovering ways to boost NOI on a 
surprising new frontier: building technology. From con-
nectivity to cyber security to operational systems and 
rooftop leasing, building tech is critical to the success of 
a CRE asset—yet few asset managers have a strategy to 
maximize and monetize technology. A building technol-
ogy assessment is the first step towards developing that 
strategy, which can streamline operations, improve tenant 
experience, and increase revenue. Even in a tight market, 
proactively managing technology can give your building a 
competitive edge.

Manage construction risk
Many investors may find themselves facing a construction 
project as they upgrade, adapt, and/or reposition assets 
to remain viable. Unless you have a construction expert 
on staff, you need a strategy to mitigate construction risk. 
Depending on your position in the capital stack, you can 
employ different levels of construction risk management—
from a contract and budget review, to monthly construc-
tion monitoring, to a construction completion commit-
ment. There is even a new insurance product that protects 
construction lenders in the event of borrower default. 

Invest in your building to boost NOI
During a recession, the onus is on asset managers to find 
creative ways keep expenses down and revenue up. Energy 
and water efficiency upgrades can do both. Often subsi-
dized or incentivized by government agencies or lenders, 
energy and water upgrades are worth revisiting if it’s been 
more than a few years since your last energy audit. Solar 

Taking the Reins in 2021:  
A Proactive Approach
By Joseph P. Derhake
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level that lenders believe to be appropriate. These dynam-
ics may present opportunities to debt funds, particularly 
those that have complementary equity platforms, as these 
organizations have a deeper familiarity with a wide range 
of business plans and can leverage data across a broad 
set of owned assets and debt investments across global 
markets to make investment decisions. Also, the cycle 
in real estate private lending plays out relatively slowly, 
compared with other markets; as such, we anticipate 
a multi-year opportunity set in both performing and 
non-performing debt.

Pillars of successful private CRE debt investing
We believe that successful investing in private real estate 
debt essentially boils down to four things:

• Significant access to capital: Lenders need significant 
capital in order to finance high-quality, sophisticated 
borrowers who themselves have access to extensive 
capital. 

• A robust network of industry relationships: Having 
strong relationships with banks, brokers and sponsors 
is paramount for differentiated deal flow. The stronger 
the lender’s relationships across the real estate land-
scape, the more opportunities that lender will be privy 
to, for both marketed and direct deals. 

• An emphasis on risk control: A conservative invest-
ment culture focused on downside protection can help 
ensure investments have appropriate margins of safety. 

• An integrated investment platform: A fully integrated 
real estate equity-and-debt platform allows for sharing 
of deep skills across a broad range of transaction types 
and serves as an advantage for a lender in its sourcing 
and underwriting activities. Such platforms enable 
lenders to build relationships at a scale that is likely 
unachievable with a debt platform alone, and they help 
ensure consistent deal flow into the pipeline. Further, 
approaching real estate investing as part of a broad, 
global credit platform can help avoid myopic views of 
the real estate asset class.

It will take time for global economies to work through 
today’s downturn and for real estate markets to find 

In today’s world of low yields, high asset prices and high 
uncertainty, private markets may provide relative value as 
they tend to be less efficient than public markets given the 
relationship-based nature of private transactions.

The private debt landscape 
U.S. commercial real estate (CRE) private lending makes 
up a very large market, with about $3.7 trillion in mort-
gage debt outstanding. The lender base is quite diverse 
and includes banks, insurers, government agencies, debt 
funds and mortgage REITs. Given the impact of COVID-
19 on real estate and the broader economy, many lenders 
are liquidity constrained or otherwise challenged to 
increase their exposure to the sector. At the same time, 
we anticipate significant debt maturities approaching. 
The current shape of the “wall of maturities” indicates 
about $400 billion to $450 billion of CRE loans will 
mature on an annual basis for the next handful of years. 
This suggests potentially a less competitive, and therefore 
more attractive, investment environment for private debt 
going forward.

Opportunities amid COVID-19-related 
challenges
The economic fallout from the pandemic and related dis-
ruptions has had a significant impact on CRE asset prices. 
For instance, the Green Street All Property Commercial 
Property Price Index, a blend of prices across all property 
types, was down by 8.04 percent since the start of COVID-
19 through November 1, 2020. Also down are transaction 
volumes. Across property types, transaction volumes for 
the first three quarters of 2020 were significantly lower 
than those for 2019. Note the early CRE asset price declines 
are based on limited transaction volume, and the bid-ask 
spread between buyers and sellers remains wide. While it’s 
helpful to see some of the early trades in this cycle, these 
transactions may be adversely selected. Therefore, higher 
transaction volume will be required for a reliable view on 
asset pricing across CRE going forward.

Still, relatively few investors have so far had to sell in 
distressed situations. But if the crisis continues, we would 
expect more owners to be forced to take a loss through 
distressed sales, prolonging the current downward pres-
sure on prices. In this environment, refinancing volumes 
are likely to rise, including cash-in refinancings, where 
borrowers need to put in capital to pay down loans to a 

The Case for Private Debt in Real Estate Investing
By Justin Guichard & Bill Loskota
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their footing. Meanwhile, private lenders who have deep 
and broad relationships in the market and the ability to 
prudently manage their investments will be well posi-
tioned to access compelling deals and make investment 
decisions. n

Justin Guichard is a Managing Director and Co-portfolio 
Manager for Oaktree’s Real Estate Debt and Structured 
Credit strategies. Bill Loskota is a Managing Director 
and the Product Specialist for Oaktree’s Real Estate 
strategies.

Learn more at www.oaktreecapital.com.
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perspective, with our proprietary screening and selection 
process evaluating 4,000 cities based on scale, transpar-
ency, stability, quality of life and sustainability factors 
(including climate change vulnerability, air quality and 
electricity grid carbon intensity) and identifying the top 2 
percent that are best positioned for the long term. Then, 
at the time of sourcing, using both public and privately 
sourced data, each individual investment is reviewed and 
evaluated for financial exposure to the impacts of climate 
change. The initial identification of risk is completed by 
our dedicated sustainability team and in coordination with 
the investment, portfolio management, risk and research 
teams. The potential deal is also stress-tested to ensure 
that it can achieve the desired returns in future climate 
scenarios looking at a time horizon which includes both 
our anticipated hold period and that of a potential future 
buyer. This synchronized effort continues through the life 
of the investment in the development of the asset manage-
ment plan, which includes alignment with our tomorrow’s 
world outlook from an overall sector perspective, and 
identification of specific and actionable priorities at the 
strategy level which are implemented as part of individual 
property business plans.

To read more on this topic check out Nuveen Real 
Estate’s thinking page here. n

Jessica Long is Head of Sustainability, Americas, at 
Nuveen Real Estate.

Learn more at nuveen.com/realestate.

Nuveen Real Estate has put ESG issues front 
and center in the development and implemen-
tation of its flagship series of investment strat-
egies–the Global Resilient Series–which offers 
institutional investors custom allocations to 
core strategies, both by sector and region. ESG 
factors are incorporated as part of city-se-
lection, individual asset selection and asset 
management decisions. While climate change 
remains the most pressing focus, social issues 
are gaining momentum and require increasing attention.

ESG in real estate, no longer a nice to have
Today, it’s a given that savvy investors expect asset man-
agers to include ESG factors in their investment pro-
cess but championing sustainability in the real estate 
industry is not new for Nuveen Real Estate. In 2010 we 
partnered with the U.S. Department of Energy Better 
Buildings Alliance to promote industry best practices and 
we were recently named a Goal Achiever in the Better 
Buildings Challenge program having reduced energy use 
intensity of our portfolio by over 2 percent per year for 
10 years. We have also participated in the Global Real 
Estate Sustainability Benchmark and the UN Principles for 
Responsible Investing since their inception and achieve the 
highest ratings in these benchmarks. In addition to partic-
ipating in such programs, we customize our sustainabil-
ity approach at the strategy, sector and region levels. For 
instance, our Global Resilient Series which is comprised 
of six, open-ended core strategies—four sector-specific 
strategies in the U.S. and diversified strategies in Europe 
and Asia Pacific—is designed to provide investors with 
diversification, income and long-term capital growth via 
investments in resilient assets in leading cities that are 
well positioned in terms of long-term structural trends—
including social and environmental factors. 

Through a research-focused approach, we embed ESG 
considerations into the real estate management process at 
every level for every investment, knowing that this protects 
value for our clients and creates innovative and sustainable 
spaces in the communities where we invest. But with the 
$3.5 billion Global Resilient portfolio of properties, we 
sought to embody this integrated ESG approach at the 
strategy level—it was a key structural trend considered 
during the inception of the series.

The investable universe was developed from a top down 

The Evolution of ESG in Real Estate Investment
By Jessica Long
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high-leverage construction loan programs that fit either a 
build-to-sell or build-to-refinance strategy well. 

Looking to 2021
While multifamily and industrial assets currently reign, 
equity sources will continue to look for new opportunities 
in 2021.

Retail has suffered significant distress. However, select 
assets—particularly grocery-anchored centers—have 
proven they can perform well during downturns, driving 
investor demand. Also, more equity sources looking for 
yield may turn to retail opportunities to acquire existing 
assets at distressed pricing, weathering a period of mini-
mal current cash flow in exchange for the deep discount.

In the office sector, select iconic assets and buildings 
adapting new safety/health precautions amid COVID-19 
are expected to drive demand. The office sector may lag, 
as tenants reevaluate space needs and become comfortable 
bringing employees back to the office.

For capital sources, we expect an evolution within life 
companies as they find new, creative ways to generate 
yield. They are figuring out how to adapt and deploy 
capital in this new environment. That could include new 
products on the higher risk spectrum. Life companies will 
continue to morph making for a very dynamic market.

For multifamily, government-sponsored agencies 
Fannie Mae, Freddie Mac and HUD have provided con-
sistent capital throughout the cycle, and that is expected 
to continue. n

Jeff Erxleben is Executive Vice President and Regional 
Managing Director at NorthMarq in Dallas.

Learn more at NorthMarq.com.

Despite uncertainty fueled by the pandemic, private equity 
and institutional investors continue pursuing opportu-
nities, particularly in the sought-after multifamily and 
industrial asset classes, which many deem safe, sound 
investments.

While multifamily and industrial assets have emerged 
as the powerhouses, most active equity sources want to 
be the first to find the next opportunity for yield. Though 
equity sources currently may not be as interested in retail 
or office, we anticipate select, future opportunities in those 
sectors including office redevelopment, suburban office 
and distressed retail repositioning.

Since early 2020, equity has come from new sources, 
including sovereign money and new life company pro-
grams, with most interest in three primary categories: val-
ue-add deals, Opportunity Zones (OZs) and development.

Value-add deals
Multifamily value-add transactions are becoming larger, 
resulting in a need to diversify and find new equity. Due to 
delayed investing by many traditional institutional equity 
sources, sponsors (primarily on behalf of private buyers) 
are seeking new relationships to advance or secure avail-
able opportunities, including with nontraditional equity 
sources, primarily in low-barrier, high-growth markets like 
the Sun Belt states.

The equity available for multifamily and industri-
al deals is broad, including preferred equity, JV and 
hybrid-preferred financing (a hybrid of debt and equity), 
with creative structures available for both sectors.

Opportunity Zones
OZ investors remain active, both in funds raising capital 
and transactions closing. The program was launched 
to encourage private-sector investment in economically 
disadvantaged neighborhoods. Family offices are driving 
much of the OZ activity with increased allocations. 

Development
Equity is available for both multifamily and industrial devel-
opment. In industrial, the rapid growth of e-commerce is 
driving demand for logistics real estate. Some developers 
are seeking partners to invest some equity in a build-to-
sell platform. Since industrial development is so attractive, 
projects are being snagged by big institutions well prior to 
construction completion. Life companies are now offering 

What are Current Equity 
Trends? What Will They 
Look Like in 2021?
By Jeff Erxleben
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housing stock and how the different segments are man-
aged is critical to understanding what solutions could blunt 
the impact of the pandemic. The Urban Institute estimated 
that both landlords and residents in two- to four-unit build-
ings are more likely to face distress than owners in build-
ings with five or more units because they tend to be lower 
income, are less likely to have access to financial assistance 
and lack scale. One  non-payment or vacancy is felt more 
acutely in a four-unit building than a 20-unit building. 

While federal lawmakers have enacted relief measures 
to address the immediate public health concerns related to 
renters—namely, the Centers for Disease Control’s evic-
tion moratorium—they do little to address these renters’ 
underlying financial distress. Worse, they do nothing to 
help prevent even more renters from falling behind. For 
example, even with a federal eviction moratorium, back 
rent will still be owed eventually, leaving struggling resi-
dents with debt and damaged credit, if they are unable to 
pay the full amount.

The relief many Americans received from expanded 
unemployment benefits is exhausted, and we are quickly 
approaching a point where more people will not be able 
to pay their rent. And in the face of increased COVID-19 
infections across the country, the only source of addressing 
the underlying financial pressures is the government. n

Caitlin Sugrue Walter,  Ph.D. is Vice President of 
Research at the National Multifamily Housing Council 
(NMHC) in Washington, D.C. She can be reached at 
cwalter@nmhc.org.

Learn more at nmhc.org.

We are 10-plus months into the COVID-19 pandemic in 
the United States and are now officially in a recession. 
How is the apartment industry faring? It’s decidedly a 
mixed bag.

Data suggest that while the industry is largely holding 
on, there are still fundamental issues that the industry—
and Congress—must confront. 

Renters prioritize payments amid financial 
struggles 
The mid-November NMHC Rent Payment Tracker (which 
includes data from 52.2 percent of all apartments) showed 
that the share of households in professionally managed 
apartments that made a full or partial payment through 
November 20 was 90.3 percent, down 1.6 percentage point 
year over year.

These relatively strong payment numbers are thanks in 
part to apartment operators being proactive throughout 
the pandemic to work with residents in financial distress. 
However, there are still residents out there struggling to make 
ends meet, although it’s difficult to gauge exactly how many.

Record unemployment numbers suggest that families 
are struggling financially—and renters especially since 
many work in service sector industries that have been real-
ly hard hit. A  recent survey  from the Consumer Finance 
Protection Bureau also found that the median amount 
of money in consumers’ savings accounts was less than a 
third ($1,000-$3,000) of the median amount of money that 
needs to be saved for an emergency ($10,000). 

This financial insecurity is showing up in Census 
Household Pulse Survey data, which provides more insight 
into renter behaviors across a broad swath of rental 
products. While many continue to prioritize their rent 
obligations, one-quarter of all renters also reported that 
they borrowed money from friends or family to meet their 
spending needs (all spending, not just rent) in the past 
seven days; 31 percent had used money from their savings 
or selling assets; and 34 percent had used credit cards. 

The future is uncertain, especially without 
government relief
While many renters are paying, many either cannot or are 
on the verge of being unable to make rent. More broad 
government support is needed to keep residents housed 
and the housing market stable.

However, understanding the diverse nature of the rental 

We Avoided a Rent  
Payment Cliff, Now What?
By Caitlin Sugrue Walter, Ph.D.
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organizations had a backlog of residents to move into their 
communities.

Looking ahead with any certainty is difficult and depends 
upon the virus and the discovery of a vaccine that can be 
widely distributed across the globe. The path ahead may 
be indeed be choppy, but the industry will recover if for no 
other reason than the fact that the industry’s value propo-
sition and product offerings are vital. Indeed, the general 
investment thesis for investing in seniors housing remains. 
This includes the basic need for congregate living settings 
associated with an aging population, including middle 
income seniors. Also, the sector remains fragmented with 
consolidation opportunities and the inventory is generally 
old, with two of every three properties built prior to 2003.  
Additionally, the sector offers compelling and emerging 
opportunities in both healthcare collaboration and pop-
ulation health management, critical elements to stave off 
staggering societal healthcare costs. And lastly, there is a 
better understanding of the sector by institutional capital 
providers who hold significant amounts of investable and 
targeted capital. n

Beth Burnham Mace is Chief Economist at National 
Investment Center for Seniors Housing & Care (NIC)

Learn more at www.nic.org.

As has often been said about a lot of situations: “…when 
will it end?” In this case, the reference is to the COVID-19 
pandemic and the answer is “if only we knew.” As this article 
is written, case counts are spiking around across the U.S. 
and around the world. Europe has entered a new lockdown.  
And U.S. COVID-19 deaths exceed 300,000, 19 percent of 
the world’s total fatalities with only 4 percent of the globe’s 
population. Many epidemiological prognosticators antic-
ipate a long and challenging winter ahead with mounting 
case counts and a growing number of deaths.

With this as the backdrop, it is a difficult time to be 
an operator of seniors housing properties. But honestly, it 
is a difficult time for just about everything. All of us are 
feeling the impact of the virus—through infections in our 
loved ones or ourselves, limited social interactions and an 
overwhelming sense of pandemic fatigue. The economic 
recovery is aptly described as “V-shaped”, as those who can 
work from home maintain their status quo or even better if 
they own stocks, while those who are in the hospitality and 
retail sectors have lost their livelihoods, eroded savings, face 
evictions or have lost their health care coverage. A number 
of those who had temporarily lost jobs in the immediate 
aftermath of the pandemic have since learned that those 
positions are gone forever. According to the U.S. Labor 
Department, this now amounts to 3.8 million persons, while 
those claiming unemployment insurance remain at unprec-
edented levels of 22 million or more as of October 10th. 

The impact of the coronavirus on the seniors housing 
industry has been significant. A loss in revenue associated 
with a sharp slowdown in move-ins and slipping occupancy 
rates have combined with rising expense levels associated 
with staffing, PPE, and testing protocols, to put extreme 
pressure on the bottom line NOI for many operators and 
their capital partners. 

That said, operators have responded aggressively by 
implementing extensive sanitation and contagion protocols 
as well as health screenings and testing procedures to protect 
staff, residents and family members. Touchless technology, 
telehealth, building ventilation improvements, the creation 
of isolation wings, and the development of neighborhoods 
and pods among staff and residents have also been imple-
mented. And importantly, solutions have been developed 
and applied to combat social isolation among residents.  
Perhaps as a reflection of these and other actions, one-quar-
ter of the C-suite operators and executives responding to 
Wave 14 of NIC’s Executive Survey indicated that their 

Seniors Housing and the Pandemic 
By Beth Burnham Mace

Organizations Currently Experiencing a Backlog 
of Residents Waiting to Move-In
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to outlast the pandemic.
Prospective tenants, meanwhile, are embracing virtual 

and self-guided tours. So much so, in fact, that we might 
soon see the demise of the leasing office. 

Landlords will have to cater to these “remote” prefer-
ences moving forward. But they can’t ignore the human 
touch, at least symbolically. With this in mind, they, like 
office landlords, should prioritize online engagement and 
frequent communications.

Eventually the economy will recover and tenants will face 
fewer financial burdens. Nevertheless, the expectation that 
landlords are willing to negotiate during periods of hardship 
will remain. Déjà vu: Flexibility comes to the fore again.

The tech takeaway
Let’s recap. Social distancing forced wider adoption of 
technology, which caused significant changes in CRE. In 
response, landlords had to prioritize flexibility and strong 
relationships with tenants so that both parties could 
weather the crisis. 

But the changes to tenant expectations and behavior 
are permanent. Landlords who hope to effectively navigate 
them can take advantage of—you guessed it—technology. 

For instance, they can turn to automated lease abstrac-
tion, space planning software, or budgeting software to 
determine just how flexible they can be. They can leverage 
online communications software to enhance landlord/
tenant relationships in a socially distant world. 

In conclusion, brick and mortar is here to stay. But so is 
technology. In 2021, we’ll see just how closely the two are 
intertwined. n 

Brian Zrimsek is an industry principal at MRI Software. 

Learn more at www.mrisoftware.com.

Technophiles and luddites alike have embraced technology 
during the pandemic. They’ve had no choice, given that 
social distancing effectively mandated the use of online 
tools for working, shopping, leasing, and more. But make 
no mistake: Our current reliance on the virtual realm is not 
a temporary blip—once you adopt technology, you don’t go 
back. Here’s my take on what that means for CRE in 2021: 

Office
Office tenants are rethinking their space requirements, 
given the ease of remote working. Some tenants are gravitat-
ing to a hybrid model that combines remote working with 
on-site collaboration, while others are seeking less density. 

Landlords can accommodate these changes through 
term flexibility and collaborative approaches to adjusting 
layouts and functions. Some landlords are already creating 
their own versions of co-working spaces within buildings; 
this development is likely to continue. 

During the pandemic, we’ve observed better communi-
cation between landlords and tenants, who’ve had to work 
together as partners to navigate the fallout. To sustain these 
relationships, landlords should continue to proactively 
reach out to tenants through frequent newsletters, emails, 
texts, and app messaging. 

Retail 
It’s no secret that COVID-19 accelerated the growth of 
e-commerce while also driving the decline of traditional 
retailers and malls. But just as many office tenants miss 
on-site collaboration, many retail customers miss in-store 
experiences. Accordingly, we can expect a different kind 
of hybrid model—melding convenience with in-person 
shopping (e.g., touchless payments and check-outs)—to 
emerge. We can also expect a resurgence in dining and 
entertainment within retail centers.

As retailers strive to find the right balance, their foot-
prints may change. Savvy landlords will consider turnover 
rents or less stringent lease agreements. Here again, just as 
in the office sector, flexible and communicative owners can 
help their tenants and their properties succeed. 

Multifamily
As the pandemic wears on, more and more tenants are 
paying their rent electronically and requesting mainte-
nance online. Based on the data we’re tracking in our 
monthly market insights reports, we expect these trends 

Accelerated Tech 
Adoption Brings  
Permanent Change to CRE
By Brian Zrimsek
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aware than ever of the limitations of their living areas.
While investors don’t usually create more square foot-

age within units, changing the footprint and layout of 
the apartment by reconfiguring tight hallways or smaller 
rooms by knocking out walls can make the unit feel sig-
nificantly larger and result in higher rents. 

The greatest return drivers remain improvements to 
kitchens and bathrooms; however, these projects don’t 
always require top-of-the-line material finishes. Understand 
asset class positioning so the finish level and investment 
matches the expected rental income. The selection of mate-
rials and pricing for cabinets, countertops, appliances, light-
ing fixtures and flooring varies across all asset classes. These 
upgraded spaces drive income from current and future 
residents. Realizing increased value in the asset is also about 
the speed and efficiency of the contractors. How quickly can 
installation take place, without disrupting residents, and get 
the renovated units back to the rent roll? 

Assessing the potential of a distressed multifamily proper-
ty is one part calculus, one part construction knowledge, and 
one part competitive review. Before you sign that contract, 
have a plan for how investment dollars will be allocated and 
ensure the numbers work over the life of the investment. n

Ira Singer is Principal of Mosaic Construction. As a 
relationship builder with over 30 years of experience, 
Ira leads new business development, estimating, con-
struction production, project management, and the 
management of trade partner and vendor relationships 
for Mosaic Construction. 

Learn more at mosaicconstruction.net.

When an apartment community owner is in financial 
trouble, they often don’t check all the boxes for a well-main-
tained and managed building. So whether a building 
appears well-maintained or not, investors need to look very 
carefully—under the metaphorical hood—to confirm the 
renovation budget needed to achieve stronger returns. Both 
deferred maintenance and replacement upgrades must be 
factored into the overall budget spend of the project—pref-
erably before the investor goes under contract.

Start from the exterior
Look for potential exposure to the elements, especially water 
infiltration, which may indicate deeper problems and build-
ing deterioration. These problems come with potentially 
expensive price tags and may portend other issues within 
the building. While more capital intensive projects, like a 
new roof or updated siding, provide aesthetic appeal and 
water management to protect the building envelope, they 
also reduce capital spending going forward as most of these 
improvements greatly reduce maintenance costs as well. 

Not all exterior replacement projects are big-ticket 
items. Upgrades like new signage, garbage enclosures and 
recycling stations, sidewalk and parking lot repairs and 
replacements all add considerable curb appeal without 
major price tags. Outdoor amenities are also gaining in 
popularity, including fire pits, cooking stations, heated 
patios and outdoor recreational spaces.  

Shared spaces are not created equal
Common areas have topped renovation project lists this 
year as the pandemic forced building owners to look 
for ways to upgrade space while not working inside of 
the units. Spending in common areas should focus on a 
design element to make the space visually appealing, while 
prioritizing functionality and remaining in line with the 
overall class of the building. Hallways and out-of-sight 
amenity areas won’t do much for your bottom line unless 
they are truly in need of repair. Lobby refreshes, however, 
often increase a property’s curb appeal, which affects rental 
income and tenant attraction.

Unit improvements: the devil is in the details
Of course, as any seasoned multifamily investor knows the 
biggest driver of rents, and therefore investment perfor-
mance, happens at the unit level. And as “home” becomes 
school, work and primary leisure space, tenants are more 

Distressed Multifamily 
Opportunities:  
What’s Under the Hood?
By Ira Singer
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Rising money supply gives rise to concern  
over inflation
In the six months since the onset of COVID-19 in the 
United States, the Federal Reserve has not only cut rates to 
nearly 0 percent, but also purchased securities on a mas-
sive scale. The volume of “securities held outright” by the 
Federal Reserve increased from $3.8 trillion in January to 
$6.3 trillion in August. 

Congress also passed legislation, mainly the CARES Act, 
which provided $2.2 trillion in support in the form of loans 
to small businesses, cash stimulus payments to households, 
and enhanced unemployment benefits. The consequence of 
these actions by the Federal Reserve and Congress has been 
a rapid rise in the overall money supply and in the federal 
budget deficit, which the CBO projects will reach 16 percent 
of GDP in 2020, the largest since 1945.1 

Of course, these policies were implemented to combat 
a massive economic shock from the pandemic. Without 
them, the world economy might have confronted a defla-
tionary spiral. Nevertheless, they may increase the poten-
tial for future inflation. 

While few economists anticipate high inflation in the 
near-term, expectations can be wrong. Olivier Blanchard, 
the former research director of the IMF probably got it 
right when he wrote in April that high inflation remains 
unlikely but cannot be ruled out. If debt-to-GDP ratios 
continue to expand on a large scale and the Fed were to 
succumb to political pressure to keep rates low, the precon-
ditions for high inflation would be set.2 

Apartment rents and stagflation
The last time the United States experienced significant 
inflation was in the 1970s and early 1980s. It was a period 
characterized by food and oil price shocks, temporary 
wage and price controls, and government-regulated ceil-
ings on the interest rate paid by banks on deposits. The 
degree to which these factors and others, as well as overall 
monetary policy on the part of the Federal Reserve, con-
tributed to the inflation of the 1970s remains a subject of 
debate among economists even today. 

So the causes and consequences of inflation are compli-
cated and the world is very different today than it was in 
the 1970s. Future inflation, if it occurs, may well take on a 
very different character. 

Still, the period is an interesting one to study because it 
represents a particularly difficult scenario for apartments. 

Not only was inflation high, but the job market, typically 
an important factor for apartment demand, was weak. The 
combination of high unemployment and high inflation in 
the 1970s gave rise to the term “stagflation.” 

Unlike today, when apartment rents are closely tracked 
by several private data firms, data from the 1970s is lim-
ited to government sources. These include the measure 
of rents used to help calculate the Consumer Price Index 
(CPI-U), the standard measure of inflation itself, as well as 
an alternative measure of inflation known as the Personal 
Consumer Expenditures Price Index (PCE), the Fed’s 
current preferred measure of inflation.3 In addition, the 
American Housing Survey, now conducted every other 
year, was done on an annual basis in the 1970s. It provides 
estimates of the median rent in the United States. 

As seen in Figure 1, some trends are apparent despite 
the varying measurements. Rents clearly failed to keep 
up with the rapid inflation from 1973 to 1975 and also 
likely fell behind in the next episode of double-digit infla-
tion from 1978 to 1980. However, rents grew faster than 
overall inflation in 1976 and 1977 and from 1982 to 1983. 
Temporary effects on specific sectors, like a rapid rise in 
the price of food in 1973, the oil price shocks of 1973 and 
1979, and a jolt in mortgage interest rates from 1979 to 
1982, all played a part in these rises. 

The volatility inherent to the 1970s makes it more 
constructive to compare the annual average rate of rent 
growth to the average rate of inflation across the whole 
10-year period from 1973 to 1983, as shown in Figure 2. 
Even so, the answer to the question of whether rents kept 
up with inflation depends on the data source. According 
to the PCE, rents grew slightly less than overall inflation 
but slightly more than core inflation stripped of food and 
energy. According to the CPI-U, rents grew fast, at an 
average annual rate of 6.7 percent, but below the average 
annual rate of inflation, whether overall or core. Finally, 
the American Housing Survey shows that the median rent 
increased by an average annual rate of 8.5 percent, which 
exceeds all measures of inflation.

Methodology explains some of the differences. For 
example, in the 1970s and early 1980s, the CPI-U measure 
included mortgage interest as a component in its estima-
tion of the cost of for-sale housing. Later, the methodology 
changed, but the index is not retroactively altered.

However, the BLS publishes a different index of overall 
inflation starting in 1978, known as the CPI-U RS which 

Apartment Rental Rates: Effective Inflation Hedge?
By Patrick Lynch
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age annual inflation from 1973 to 1983 is exaggerated due to 
its treatment of mortgage interest, give more weight to the 
PCE measures of rent and overall inflation for the reasons 
above, and acknowledge that all of these measurements are 
sample statistics subject to sampling error, then it is reason-
able to conclude that same-store rents kept pace with core 
inflation. Moreover, if newly constructed units are included 
in the calculation of overall average rent growth, then rent 
growth likely exceeded the rate of inflation over this period.

One final piece of evidence to offer in support of this 
conclusion is that median household income, as reported 
by the Current Population Survey, grew at an annual aver-
age rate of 7.6 percent from 1973 to 1983.5 In a previous 
paper, we noted the strong correlation between changes 
in median household income and the average apartment 
rent.6 The idea that rents could grow by 7 percent to 8 per-
cent per year for ten years is easier to accept knowing that 
incomes grew by the same amount.

The history of apartment rents in the 1970s and early 
1980s demonstrates the resilience of the multifamily asset 
class and its strong potential as a hedge against inflation. 
Despite lackluster job growth and high unemployment, 
apartment rents nonetheless kept pace with inflation 
during the most inflationary period to date in post-war US 
history. Furthermore, with more information and modern 
“daily pricing” tools at their disposal, today’s property 
managers are even better positioned to respond to infla-
tionary pressures than they were 40 to 50 years ago. n

 
Patrick Lynch is Vice President of Research and 
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uses the most current methodology throughout. From 
1978 to 1983, this index shows an average annual inflation 
rate of 8.1 percent, compared to 8.8 percent for the CPI-U. 
The 8.4 percent rate of average annual inflation from 1973 
to 1983 reported by the CPI-U would likely be somewhat 
lower if current methodology had been employed. 

In contrast to the CPI-U, the historical PCE is updated 
and revised to reflect methodological improvements as 
they are made. The most current and advanced thinking 
regarding the calculation of inflation is applied consistent-
ly across the series.4

With respect to rents, the PCE and the CPI both rely 
on the same survey data but the PCE strips out the cost of 
utilities, while the CPI measure of rent includes utilities if 
they are included as part of the “contract rent.” Therefore, 
of the two, the PCE is better for understanding changes to 
rents alone. 

The American Housing Survey treats utilities the same 
way as the CPI but uses a different, and larger sample. In 
addition, the average annual change shown in Figure 2 
for the American Housing Survey represents change in 
the median rent, as opposed to the average change across 
all apartments, as calculated by the CPI or PCE. But after 
analyzing the raw data, we believe the AHS’s higher esti-
mate of rent growth is probably caused by a more thorough 
inclusion of newly constructed housing units in the sample 
than the CPI or PCE. 

Ultimately, if we accept that the CPI-U measure of aver-

Figure 1: Annual Inflation and Rent Growth, 1973-1983 (Sources: Bureau of 
Labor Statistics, FRED, American Housing Survey)

Figure 2: Average Annual Rates of Inflation and Rent Growth, 1973-1983 
(Sources; Bureau of Labor Statistics, FRED, American Housing Survey)
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for investors earning more than $400,000. All these tax 
proposals will be improbable with the Republicans hold-
ing at least 50 seats in the Senate. Although it’s possible 
the congressional composition could change in the 2022 
midterm elections, historically such elections have favored 
the political party aligned against the executive office. As a 
result, investors will likely face few substantive tax changes 
affecting commercial real estate.

Investment outlook promising. A predominantly sta-
ble policy outlook, paired with a widespread health solu-
tion, will foster a strengthening economy and encouraging 
real estate investment climate. In addition, Federal Reserve 
statements suggest that interest rates should remain low, 
sustaining substantial yield premiums that benefit com-
mercial property investments. The margin between the 
average real estate cap rate and the yield on the 10-year 
U.S. Treasury note has rarely been wider in the past 30 
years. The substantial positive leverage will be an import-
ant driver of investment decisions as the macroeconomic 
environment gathers momentum. n

John Chang is Senior Vice President, National Director 
Research Services at Marcus & Millichap.

Learn more at MarcusMillichap.com.

Blue Wave falls short. Entering the 2020 election, the 
potential for a “Blue Wave,” in which the Democratic Party 
obtained a majority of seats in both houses of Congress 
in addition to the White House, raised concerns for many 
commercial real estate investors. While Joseph R. Biden 
Jr. will be the 46th president of the United States, the Blue 
Wave did not materialize, and Biden will likely preside 
over a divided government that will greatly restrict policy 
reform. Consistency from a policy perspective will help 
alleviate uncertainty, providing a solid groundwork upon 
which investors can make decisions. However, ambiguity 
surrounding government efforts to support the economy 
through the health crisis remains. Commercial real estate 
performance will continue to hinge on how much damage 
the pandemic delivers to the economy.

The health crisis comes first. When he steps into the 
Oval Office on Jan. 20, President Biden’s first priority will 
be grappling with the pandemic. Key issues will center on 
sustaining the economy over the short term while slowing 
the spread of the coronavirus and establishing an effective 
vaccine distribution plan. If the vaccines deliver 95 percent 
effectiveness as hoped, the economy could see a strong boost 
once a critical mass have been inoculated. However, consid-
erable economic damage could be created before the vaccine 
distribution reaches a tipping point. Mitigating that damage 
will be a top priority. Going into the second half of the year, 
assuming the vaccine proves effective, the economy will 
begin to gain ground as people return to hard-hit business-
es such as hotels, entertainment venues, bars, restaurants 
and brick-and-mortar retailers. Companies with employees 
working remotely will begin to firm up their office space 
strategies and urban cores vacated during the health crisis 
will begin to repopulate. Overall, by substantially lessening 
the health threats of COVID-19, a robust vaccine program 
would remove exogenous constraints placed on the econo-
my, paving the way for renewed momentum. 

Prospects of tax reform. Once the health crisis has 
stabilized, Biden will likely begin work on a series of tax 
and public policy initiatives. However, political division in 
Congress could be a substantive roadblock, particularly for 
any tax reform. During the election campaign, the Biden 
team offered a variety of tax change proposals. They includ-
ed taxing capital gains as regular income for high-earning 
individuals and increasing the corporate tax rate. Biden’s 
team also suggested eliminating both the step-up basis 
on estate inheritance and 1031 tax-deferred exchange 

2020 Election Bolsters Real Estate Investment 
Outlook; Combination of Policy Stability and a 
Vaccine Could Deliver Broad Gains 
By John Chang

Yield Spread Approaching Widest Level on Record

*Through November 05
Includes apartment, retail, office and industrial sales $1 million and greater 
Sources: Marcus & Millchap Research Services, CoStar Group, Inc; 
Real Capital Analytics; Federal Reserve
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Meanwhile, slow-adoption sectors like grocers and restau-
rants have refined their online ordering platforms as well 
as customer pickup and delivery capabilities. These adap-
tations will dramatically reshape the retail landscape. 

Retail increasingly complex but upside emerging. 
Navigating change is always difficult, but retail real estate 
likely faces a dramatic transformation. Retenanting space 
vacated during the pandemic with an eye to tenant com-
position and the ability to accommodate pickup and 
delivery services will be increasingly important. Likewise, 
a careful review of emerging demographics amid evolving 
migration trends will be critical. Retail center pricing 
has remained remarkably durable through the crisis, but 
a limited volume of discounting will emerge as some 
operators choose to sell rather than restabilize their prop-
erties. This will open the door to value-add opportunities, 
particularly older assets. Truly distressed sales will be 
limited but repositioning these assets could prove lucrative 
to well-financed investors with a vision. Ultimately, the 
post-pandemic recovery will bring a revival to many retail 
properties while the weakest assets are transformed to an 
alternative use. n 

John Chang is Senior Vice President, National Director 
Research Services at Marcus & Millichap.

Learn more at MarcusMillichap.com.

Vaccine to spark retail recovery. The health crisis took a 
severe toll on the retail sector, but the impact was bifurcat-
ed. Entertainment and experiential venues, restaurants, fit-
ness facilities and apparel retailers faced near-catastrophic 
fallout from the pandemic. Conversely, grocers, necessities 
stores, building materials and online retailers got a boost 
from the coronavirus. In net, core retail sales have fully 
recovered and made substantive gains since COVID-19 
radically changed the retail landscape, but the recovery 
has been uneven. The rapid distribution of vaccines could 
deliver a quick revival for many hard-hit retail sectors. 
Once people feel free to interact and comingle, much of 
the $2.3 trillion in excess savings accumulated over the 
course of the pandemic may be unlocked, delivering a 
much-needed injection into the economy. Despite this 
infusion, the retail sector still faces significant change. 

Pandemic was an accelerant. While some believe the 
coronavirus sparked a retail transformation, most of the 
adaptations were already in process prior to the pandem-
ic. The surge of e-commerce and the closure of outdated 
enclosed malls were essentially inevitable, but the health 
crisis dramatically accelerated them. Traditional mall 
tenants have shuttered thousands of locations, downsizing 
into select high-trafficked super regional malls and lifestyle 
centers to retain their most profitable core outlets. Some 
retailers have also started to reposition their strategies to 
capitalize on significant movement from the urban core to 
suburban areas. This migration reflects people’s desire for 
a larger, more affordable living space that accommodates 
working from home, but the underlying driver has been 
the aging millennial generation. More than 60 percent of 
the cohort is now in their 30s and family-related lifestyle 
changes were in play before the start of the pandemic. 
Some may move back downtown once a vaccine becomes 
widely available, but a significant portion will remain in 
the suburbs.

Retail still in transformation. In the last year online 
sales have grown by nearly 30 percent and they now con-
stitute almost 20 percent of total core retail sales. While 
some of the gains will be given back once people return 
to traditional brick-and-mortar shopping, most retailers 
have accelerated their digital evolution. Omnichannel 
retail, a common term for more than five years, has finally 
begun to take hold. As necessity dictated, companies like 
Walmart, Target, Best Buy, Home Depot and Costco have 
enhanced their online purchase and fulfillment platforms. 

For Retail, The Winds of Change Will Carry Beyond a 
Vaccine
By John Chang

Savings Deposits Hint at Pent-Up Demand

Sources: Marcus & Millichap Research Services. Federal Reserve. U.S. Census Bureau

http://www.wealthmanagement.com/wmre
https://www.marcusmillichap.com/


2021 Market Outlook

40 | WMRE Market Outlook: 2021 | wealthmanagement.com/wmre

common metric used. As shown, the decline in corporate 
bond interest rates has increased this spread and boosts 
real estate’s relative attractiveness. 

Another lens on capital flows is the outlook for major 
capital sources. Established U.S. domestic investors have 
positive denominator effects from increases in stock and 
bond portfolios in 2020. This will lead to new allocations 
to maintain target allocations. Foreign investors have seen 
hedging costs decline in 2020 with falling US interest rates, 
which should boost cross-border capital flows when travel 
becomes possible again. REITs are a mixed bag, with some 
sectors trading at NAV premiums and others at NAV dis-
counts. And capital flows from high-net worth and ultra-
high net worth individuals should be boosted by the low 
interest rate environment. 

Overall, the healing of real estate capital markets in 
2020 is expected to continue in 2021, assuming no major 
economic setback. This sets the stage for record pricing in 
favored market segments and will help the price discovery 
process in the challenged market segments. n

Rich Kleinman is the Co-CIO and Head of Americas 
Research & Strategy of LaSalle Investment Management.

Learn more at lasalle.com.

The impact of the COVID-19 Recession on cap-
ital flows is shaping up quite differently than the 
Great Financial Crisis (GFC) recession. The GFC 
was characterized by a broad and deep pullback 
of capital from real estate and the broader capital 
markets. At the start of the COVID-19 recession 
capital markets seemed poised to follow the same 
script. However, by the end of March, U.S. credit 
markets were already on a different trajectory 
as the rapid and effective intervention of the 
U.S. Federal Reserve stabilized the markets. Now, 
approaching the end of 2020, U.S. interest rates are 
close to record low levels, corporate bonds spreads 
are slightly elevated but all-in borrowing rates are 
historically low, and the stock market is up from 
where it started 2020. This is the backdrop for a positive 
outlook for U.S. real estate capital flows in the year ahead. 

The foundation of real estate capital markets is the 
availability of debt. Real estate lending is again attractive for 
banks, insurance companies, and other debt providers with 
their cost of funds at record low levels. CMBS issuance also 
resumed as spreads have come down, which makes CMBS 
borrowing rates competitive. Lenders share the concerns of 
equity investors around the ability of some properties to sus-
tain cash flow (notably retail, lodging, and offices), but where 
there is confidence in the cash flows there is debt available. 

While debt is available, equity transaction volume 
remains below normal levels and is only slowly recovering. 
Transactions came to a sudden halt at the start of the pan-
demic when economic uncertainty, financial conditions, 
and the logistics of visiting properties became challenges. 
As we approach the end of 2020 some of these issues have 
been addressed or mitigated but the process of re-estab-
lishing market price discovery has been slow.

The outlook for 2021 is that the process of establish-
ing clarity on pricing will continue but at a varying pace 
for different market segments. Industrial and suburban 
apartments have experienced the greatest recovery in 
transaction volume, and thus provide the most clarity on 
mark-to-market values. Properties with greater disruption 
in income and uncertainty about future demand (multi-
tenant offices, retail, and urban apartments) are just start-
ing this price discovery process.

One lens on future real estate capital flows is the yield 
of real estate relative to other asset classes. The spread to 
investment grade corporate bonds shown on the chart is a 

Where Will Capital Flow In U.S. Real Estate In 2021?
By Rich Kleinman

Real Estate Spread to Corporate Bonds Indicates Fair Value
DESPITE DROP IN REAL ESTATE INCOME YIELD SPREAD REMAINS AT ELEVATED LEVELS

Source: NCREIF, LaSalle Investment Management, Moody’s Economy.com
Baa Yields as  of 30 October 2020 (latest available as of 2 November 2020) NCREIF data through 3Q 2020. 

Note: Past performance is not indicative of future results. There is no  guarantee that any trends shown herein will continue.
LaSalle Investment Management | October 2020 M&G Real Estate Update 

The current NCREIF income yield spread to the Baa corporate bond yield stood at +81 bps as of 30 
October 2020, above the 15-year average of +7 bps. Baa rates were 3.49% as of 30 October. The NCREIF 
trailing year income yield declined 9 basis points to 4.30% in the third quarter, and the annualized 3Q 
income yield was 4.13%, still a 64 bps spread to the Baa Corp yield. 
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the tune of 1-4 hours per subscription but also error-prone. 
The process can be modernized using software that cap-
tures investor information in an online form, coupled with 
services to perform compliance checks on the back end.  

Most importantly, the possibilities aren’t limited to 
reimagining existing processes. In the future, we see a 
host of services-enabled offerings that will surprise and 
delight investors in new and innovative ways. Today, 
fund accounting services focus purely on just that—fund 
accounting. What if the reports a fund accountant gener-
ated included more than a statement of partners’ equity? 
What if they included details on the properties in the fund 
to help investors understand portfolio exposure and risk?  
We believe services like this will become standard in the 
future—a future we plan to create. 

Investor expectations are rising faster than ever, yet 
outdated and resource-intensive back office practices 
are failing to keep pace. CRE needs intelligent, technolo-
gy-forward fund administration services to be the way of 
its future. With the right level of customized attention and 
service, you can meet your customer where they are today 
while helping them grow toward the future. n

 
Vittoria Reimers is Vice President of Investor Services 
at Juniper Square, the market-leading investment man-
agement software. Founded in 2014, Juniper Square is 
transforming the private funds industry with easy-to-
use software that streamlines fundraising, fund admin-
istration, investment operations and investor reporting. 
Designed specifically for real estate, Juniper Square 
is trusted by more than 800 investment sponsors to 
manage more than $1 trillion in real estate investments.

Learn more at junipersquare.com.

Commercial real estate (CRE) investment management in 
a post-pandemic world is a newly digitized industry and 
people are rapidly finding their stride. Expectations for a 
seamless, accurate and fast experience are becoming the 
norm and both investors and sponsors are relying on tech-
nology more than ever due to our changing work environ-
ment amidst COVID-19. One area in particular that won’t 
tolerate today’s demands without a technology upgrade is 
fund administration. It needs an overhaul.

Until this point, fund administration has been viewed 
purely as a services business. Most fund administrators 
grew up as services providers, and software is an add-on 
that’s purchased or built to enhance internal efficiencies. 

Fund administration needs to be redesigned in ways 
that leverage software to build a more seamless and trans-
parent service for investors and general partners (GPs). 
The new approach needs to focus on improving the overall 
experience as opposed to merely reducing cost. 

Imagine, for example, the value that can be unlocked 
simply by sharing partnership accounting results with 
sponsors and investors transparently and efficiently. 
Allocations of partners’ capital are typically generated by a 
fund administrator in spreadsheets, double checked by the 
investment sponsor in a separate spreadsheet (a process 
known as “shadow accounting”) and then shared with the 
investor in static PDFs. This manual process is slow and 
error-prone, with multiple handoffs across multiple par-
ties hindering turnaround time and trust. If software were 
playing the lead role in this process, it’d be a seamless expe-
rience for GPs and limited partners (LPs), with immediate 
access to full records of accounting operations. 

The industry needs a smarter service. One that allows 
the sponsor to spot check the fund administrator’s work 
without having to recreate it in a spreadsheet. And that 
allows their investors to drill down into details rather than 
going back and forth over email asking for clarification. 
With this approach everyone sees the same numbers pre-
sented the same way. It’s not only more efficient, it’s more 
transparent. And with stronger controls, GPs can reduce 
risk and inspire more confidence from their LPs. 

Software-led fund administration can also provide a 
better experience for investors and sponsors within the 
subscription process. Today, investors who want to sub-
scribe to a private investment offering are often asked to 
fill out lengthy forms and submit documentation for regu-
latory checks, a process that is not only time consuming to 

Fund Administration’s 
Tech-Enabled 
Transformation
By Vittoria Reimers

P
h

o
to

: G
et

ty
 Im

ag
es

http://www.wealthmanagement.com/wmre
https://www.junipersquare.com/


2021 Market Outlook

42 | WMRE Market Outlook: 2021 | wealthmanagement.com/wmre

are in final testing, with the expectation that widespread 
delivery will begin in early 2021. Many health experts 
are now saying that many aspects of our way of life will 
“return to normal” some time in later 2021. So as investors 
look ahead and begin to plan formulate their investment 
theses for 2021 and beyond, many are wondering how they 
should look at seniors housing as a potential investment. 

The bad news is that the near term is likely to be chop-
py. Until the vaccine is readily available, occupancy levels 
should continue to be flat or declining. And even after the 
vaccine is being mass-produced, it will take some time for 

The seniors housing market was relatively healthy before 
the COVID-19 pandemic hit the United States. Sure, there 
were concerns about overbuilding, rising labor costs, and 
the probability that the already long-in-the-tooth economic 
expansion was destined to end. But these concerns were out-
weighed by cheap mortgage capital and a rapidly expanding 
pool of equity seeking seniors hosing investments. 

Then, news began to drift out of Washington about 
a COVID-19 “hot spot” in a nursing home there. Soon, 
state governments began to shut down non-essential 
businesses, and stay at home orders were put in place for 
much of the country. 

Beginning with this outbreak in Washington, the 
COVID-19 pandemic has had a significant negative impact 
on seniors housing. According to the NIC MAP data ser-
vice, the average occupancy level for nursing care has fallen 
190 basis points since year end 2019, while the average for 
independent living is down 480 basis points and assisted 
living is also down 480 basis points. In addition, expenses 
have increased in all of these subsectors due to PPE pur-
chases and increased staffing costs. Together with lodging 
and retail, seniors housing is among the most impacted 
property sectors. 

But as of this writing, several COVID-19 vaccinations 

Seniors Housing After the Pandemic
By Charles Bissell

Population 75+
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remain around 3,000 units a quarter. 
This decline in construction starts will result in sig-

nificant declines in deliveries in 2020, 2021 and beyond. 
And during this same time frame demand will be increas-
ing as the baby boomers begin to seek seniors housing 
accommodations. 

Another factor that will be beneficial to seniors housing 
looking ahead is the loosening of the labor market. Prior 
to COVID-19, the labor market was very tight with record 
low unemployment, and senior housing operators were 
experiencing significant increases in labor costs—resulting in 
margin erosion. But with the weakening of the labor market 
caused by the pandemic, it is expected that labor costs should 
stabilize, and future increases will be less than in recent years.  

So prudent investors should look beyond the short-
term and consider investing in a sector with solid long-
term fundamentals and the ability to deliver strong returns 
for decades to come. n

Charles Bissell is Managing Director, Capital Markets 
at JLL.

Learn more at www.jll.com.

occupancy levels to recover to pre-COVID-19 levels, and 
some properties may resort to rate discounting to accelerate 
the occupancy recovery. 

But looking past the short term, the seniors housing 
market is poised to recover relatively quickly, and to deliver 
strong long-term returns. This is largely due to the demo-
graphic tailwinds created by the aging US population. The 
first of the Baby Boomers will turn 75 in 2021, and then hit 
80 in 2026. The average age at entry into seniors housing 
in the U.S. is generally in the low 80s, but it is generally 
accepted that age 75 is the age when significant moves to 
seniors housing begin to occur. 

As shown in the graph, the number of persons age 75+ 
is forecast to grow significantly over the coming decades. 
Between 2020 and 2045, this population is forecast to 
double, and the average annual rate of growth during this 
period is a strong 2.8 percent. This is more than five times 
the rate of growth for the U.S. population as a whole which 
is forecast at 0.5 percent.

In the five years prior to 2020, an average of 9,696 seniors 
housing units were started each quarter in the markets 
tracked by NIC MAP. But 2020 has seen an abrupt reversal 
of the construction trends. Lenders had already begun to get 
much more selective in the first quarter of 2020 and starts 
for that quarter were only 5,304 units. Then the COVID-19 
pandemic began to significantly impact construction starts 
in April. As a result, construction starts in the second and 
third quarters of 2020 continued to fall to 2,445 and 3,195 
units, respectfully. Many lenders remain out of the construc-
tion loan market, and those that are active are using much 
more conservative underwriting, making deals much more 
difficult to close. For the fourth quarter of 2020 and looking 
ahead into 2021, it is forecast that construction starts will 

Supply/Demand Forcast USA
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powers the space.
But aside from lab workers, there must be new options 

for those employees who can theoretically work from any-
where. For them, the primary worksite will have to support 
social capital and culture, while addressing their health 
and safety concerns. 

These spaces will also have to become more engaging, 
comfortable and flexible to meet the emerging needs of 
employees both on site and online. The life sciences work-
place of the future will marry the personalization of home 
with high-tech solutions to connect with remote workers, 
from virtual collaboration technologies to remote trainings 
and robotic lab support.

The future of life science real estate will be more dis-
persed and adaptable than ever before. To effectively man-
age this changing portfolio, life sciences leaders will have 
to embrace the trend of remote work while providing their 
employees with a purpose-led work destination that aligns 
space with a company’s needs and aspirations. n

Roger Humphrey is Division President of JLL Life 
Sciences.

Learn more at www.jll.com.

As COVID-19 continues to force a worldwide work-from-
home experiment, it’s becoming clear that even in the 
notoriously location-dependent life science sector, there 
are many tasks and job functions that can be done remote-
ly, without significant drawbacks. The lab remains as 
important as ever, but the events of 2020 have illuminated 
new possibilities for the future of life sciences real estate.

As the pandemic emerged, labs ramped up research 
and development, not only to meet demand for therapeu-
tics, tests and a possible vaccine, but also to address other 
tailwinds in the industry, from an aging population to a 
growing prescription drug market. Seemingly overnight, 
lab spaces were reconfigured to accommodate social dis-
tancing and staggered shifts as productivity skyrocketed 
and the opportunity for remote work remained elusive.

Administrative and computer-based jobs, however, 
moved offsite like so many other office roles and a sig-
nificant portion have stayed remote. The question now is 
whether these functions will remain physically disconnect-
ed from the lab as life science companies reimagine how to 
operate throughout and after COVID-19.

There are perks to working from home, but such an 
arrangement goes against the grain of the prevailing cul-
ture in the life science industry, where in-person collabo-
ration is deemed essential to innovation. Employees who 
can work remotely are also growing tired of the blurred 
boundaries between their personal and professional lives, 
with 25 percent saying they would welcome a return to 
full-time, on-site work and 41 percent saying they’d prefer 
a hybrid experience, going to the location that makes the 
most sense for their needs on any given day, according to 
JLL research.

Therein lies the future reimagined workplace: world-
class headquarters or central hubs supported by an expan-
sive environment of coworking space, conference centers, 
hotels and virtual reality solutions. This network of work-
spaces will provide the right mix of space and resources 
that workers need to collaborate, innovate, stay productive 
and protect their well-being.

Life science companies have long known that the work 
environment is essential to attracting and retaining top 
talent. The industry’s concentration of state-of-the-art 
labs in a handful of primary markets show the unique 
ability of real estate to bring people together and drive 
innovation. These labs will continue to act as the magnet 
for life science workers, the center for all the activity that 

Life Sciences Companies Embrace the Hybrid 
Workplace
By Roger Humphrey
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els?” Most industry veterans believe that to be a six to 18 
month process. If a large number of facilities hit the mar-
ket as distressed assets, the valuations may well decrease, 
affecting the sector as a whole. We are advising our clients 
to think outside the box when considering selling or 
buying a facility. Often times it is using these alternative 
paths that is getting deals successfully completed. Looking 
forward to 2021 there is considerable capital both in the 
equity and debt sides waiting to be deployed. Despite lend-
ers being cautious with underwriting and deals taking a bit 
longer to complete, transactions are still getting done. n

Cindy Hazzard is Broker/Principal of JCH Senior 
Housing Investment Brokerage.

Learn more at www.theJCHgroup.com.

As the senior housing sector looks forward to 2021, the 
one thing everyone can agree on is that 2020 was not kind. 
According to various industry surveys, transaction volume 
decreased by over 40 percent.

The Senior Housing industry, while a need-driven 
business, is for the near future, facing some uncertainty. 
Most experts anticipate the pandemic to once again surge 
during the winter months and hopefully diminish by the 
end of spring, when it is anticipated that a vaccine will 
become readily available. Divided into three major market 
segments: unlicensed facilities such as independent living, 
active adult, and licensed facilities which would be skilled 
nursing facilities and assisted living facilities are each 
facing unique challenges. In this article we will focus on 
licensed facilities. 

Skilled nursing facilities by their nature are caring for 
the most significant percentage of “High-Risk” seniors 
and have been particularly hard hit by COVID-19. 
Occupancy levels nationally have dropped to all-time 
lows causing decreases in the net operating income 
(NOI) which ultimately affects the overall market value of 
the facility. These occupancy issues have, to some extent, 
been caused by decreases in elective surgeries, the gen-
eral public’s reluctance to seek out institutional care and 
resident deaths. As one would expect given the low occu-
pancy levels, investors and lenders alike are concerned 
with the long-term financial stability of skilled nursing 
facilities. That being said, skilled nursing facilities will 
continue to be in high demand with cap rates remaining 
between 10 percent to 13 percent nationally. 

Assisted living facilities are still the number one choice 
for investors. They have similar occupancy issues, labor 
shortages, wage increases and the public’s resistance to 
seek care. With a majority of state goverments relaxing 
restrictions on assisted living facilities’ ability to accept 
new residents, occupancy levels are expected to return to 
pre-COVID-19 levels within six to 18 months. Cap rates 
are expected to remain relatively stable with values being 
largely driven by NOI. 

As the senior housing sector emerges from the COVID-
19 crisis amid sweeping regulatory changes, significant 
increases in COVID-19 expenses and increases in wages 
may force the exit of “mom & pop” operators unable to 
weather the financial storm. The looming question in the 
senior housing sector continues to be, “How much time 
will it take to get occupancy back to pre-COVID-19 lev-

Senior Housing: An in-depth Look at the Market  
in the Wake of COVID-19
By Cindy Hazzard
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at somewhere near full capacity. Additional stimulus will 
be important for determining if further improvement in 
the economy occurs and at what pace the recovery in 2021 
takes. Without additional stimulus, it is likely that eco-
nomic growth remains low, but positive, as business and 
families hoard cash to rebuild their balance sheets. 

On a positive side, the November news that potential 
vaccines should start to be distributed in early 2021, indi-
cating the economy will likely improve, sent asset markets 
rebounding. However, real economic growth will not 
markedly improve until 2Q 2021 as governments and busi-
ness feel more confident that the worst of the pandemic is 
behind us. The same is true in the affordable multifamily 
space. Tenants and borrowers will continue to muddle 
through with potential forbearances and delinquencies 
may rise for those who are no longer able to manage pay-
ments until growth in the real economy takes flight. 

While these are challenging times for asset owners, the 
performance of affordable multifamily rental properties 
shows the resilience of strategies that meet a critical and 
basic human need for safe, sanitary and affordable hous-
ing. Prior to the onset of the pandemic, the demand for 
such housing far outpaced supply with over seven million 
homes needed, according to the NLIHC Report, published 
in March, 2020. As the recovery take shape, we expect debt 
investments in affordable multifamily rentals to continue 
to provide stable, diversifying income to fixed income 
portfolios. n

Michael J. Lohmeier is the Chief Investment Officer of 
IMPACT Community Capital LLC.

Learn more at impactcapital.net.

* Past performance is not indicative of future results. Investors are subject to loss.

On March 13, 2020, most Americans had heard of COVID-
19 but felt relatively safe from it. As that weekend rolled into 
Monday, significant parts of the country began voluntary and 
involuntary measures to limit its spread including restric-
tions on business activity. As these restrictions intensified, 
it became clear that the initial economic impact would be 
severe. The federal response was equally surprising—massive 
stimulus in the form of expanded unemployment benefits, 
PPP loans, and several asset purchase/lending programs to 
keep the economy’s plumbing clear. In the affordable multi-
family rental housing market, tenant eviction and foreclosure 
moratoriums were offset by federal forbearance programs 
and the expanded unemployment benefits for tenants.

 In affordable multifamily space, the last six months 
have been surprisingly uneventful. The doom and gloom 
of spring and the excitement of the economic resurgence of 
late summer changed little. Borrower forbearance requests 
from affordable multifamily rental properties have been 
minimal. As of November 1, IMPACT had a total of eight 
forbearances in place across its portfolio of over 800 
loans.* Freddie Mac reports similar results in its October 
forbearance report: for Q-deals (Freddie Mac’s taxable 
affordable multifamily securitization platform), only 3.4 
percent of loans entered the forbearance program. 

How is this stellar asset performance possible? The 
strong performance of affordable housing properties in 
2020 can be directly tied to the generous unemployment 
benefits and stimulus provided directly to low- and mod-
erate-income families, along with a steady improvement in 
the employment picture as the economy partially reopened. 

What happens now that another wave of infections 
is sweeping across the United States with additional 
stimulus delayed and likely subject to protracted nego-
tiations between a Democratic president and House of 
Representatives with a Republican controlled Senate? 
Further improvement in the employment picture will be 
difficult unless the retail and service sectors can reopen 

Looking Back and Ahead:  
Affordable Housing  
and COVID
By Michael J. Lohmeier

Table 1: Freddie Mac October Forbearance Report – Forborne Loans by Program

Source: Freddie Mac

Table 2: U.S. Unemployment Rate in 2020

Source: TRADINGECONOMICS.COM | U.S. BUREAU OF LABOR STATISTICS
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smaller retail footprint. If the basic site will allow it, a mall 
could be transformed by adding streets, driveways, alleys, 
plazas and pedestrian pathways for outdoor shopping and 
dining. Whether these outdoor centers are converted from 
indoor malls or developed from the ground up, year-round 
climate control will be critical. Post-COVID-19, high-quali-
ty infill retail and mixed-use centers will be best positioned 
to attract the most creditworthy tenants as short-term 
demand declines. In the longer term, the focus should be to 
offer more in a smaller footprint—not only a broader mix of 
merchandise that includes a variety of food and experiences 
from around the world, but also integrated living and work-
spaces, and warehousing for retailers.

Looking to the future
When we exit the pandemic, it will have left a lasting behav-
ioral legacy in the industry. Retail will not be the only driv-
ing component of a successful center or district in the future 
and getting the merchandising mix right is more important 
than ever. Developers are no longer building shopping 
centers. They are creating experiences, they are creating joy, 
they are creating livelihoods and, most importantly, they are 
connecting to their communities. Retail’s future is complex, 
and one size won’t fit all. Those who know the pulse of the 
community and understand its needs are on the brink of an 
exciting new retail of tomorrow. n

Kenton McKeehan is Senior Managing Director with 
Hines.

Learn more at www.Hines.com.

In many ways, the COVID-19 pandemic has accelerated 
transitions that were already occurring in commercial real 
estate, such as advances in technology and e-commerce, 
changed spending habits, shifting interests and now even 
remote work. In the retail sector specifically, we were also 
already seeing huge structural shifts across the industry 
due to the closure of brick-and-mortar retail stores and the 
changing mindset of the customer.

As such, adapting and repurposing commercial real 
estate assets to suit new and different needs will be the 
core focus for investors, owners and operators in the 
months and years to come. This shift will require visionary 
thinking and strategic, opportunistic capital investment. 
Like other disruptive episodes and economic downturns, 
the coronavirus crisis offers unique investment opportu-
nities. While it might take time to play out as the world’s 
economies recover, in order to be successful there are new 
trends that investors should consider as part of their next 
retail investment: the types of retail properties meriting 
investment, changing demographic preferences and distin-
guishable property-value adds. 

Millennials shifting the suburban/urban strategy 
Before the pandemic, millennials were driving increased 
urbanization shifting from rural to more urban areas 
throughout the U.S. In light of COVID-19, we are now 
seeing a reverse of this trend with more and more mil-
lennials moving to the more remote suburbs for space, 
schools and safety. This might be intensified by continuing 
fears over disease and a shift to remote working. Yet, a 
suburban revival need not come at the expense of cities. 
The big metropolitan hubs remain resilient, as New York 
City showed after 9/11, but the suburban/urban strategy 
will offer a large proportion of what the next generation 
expects of a mixed-use lifestyle at a more affordable price. 
As this generation enters its prime spending years, retail 
developers must build suburban centers that recreate the 
urban environment millennials previously enjoyed.

It’s all about the mix: moving toward more 
oiutdoor and mixed-use
Over the next 24 months, mixed-use conversions will be the 
best way to create value from space in well-located shopping 
centers vacated by department stores, theaters and gyms. 
One option will involve turning indoor malls inside-out, 
converting them into outdoor mixed-use centers with a 

Amid a Pandemic: Trends that Will Impact the Future 
of Commercial Real Estate
By Kenton McKeehan
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(Over a 44 percent increase in transactions over the pre-
vious quarter, but 29 percent less compared to the same 
period in 2019.) The U.S. economy also was a relative 
bright spot as efforts continued to reopen businesses and 
resume activities that were postponed or restricted due to 
COVID-19. Real GDPincreased at an annual rate of 33.1 
percent in the third quarter of 2020, the strongest ever in 
records going back to 1948. (In the second quarter of 2020, 
real GDP decreased by 31.4 percent). Furthermore, since 
April 2020, retail sales in the U.S. have reported six months 
of consecutive positive monthly gain. Overall, retail sales 
were up 10.6 percent in October 2020 versus October 
2019, and for the first 10 months of 2020, retail sales were 
up 6.4 percent versus the first 10 months of 2019.

As of this writing, we are nearing the finish line of 
the fourth quarter and are seeing continued velocity 
and activity similar to pre-COVID-19 levels as investors 
look to complete their transactions by year end. From  
March 11th through December 11th, Hanley Investment 
Group completed 90 transactions valued at over $483 mil-
lion and anticipates a record fourth quarter with more than 
$400 million in escrow and available for sale.

Transactions over this period included anchored and 
unanchored shopping centers, inline shop and freestand-
ing multi-tenant pad buildings, single-tenant grocery 
and drug stores, convenience stores and fuel stations, 

When the World Health Organization 
(WHO) declared COVID-19 a pandemic 
on March 11th, no one could predict 
how it would impact retail sales trans-
actions and the future appetite of retail 
investors, specifically based on the imme-
diate effects of a nationwide lockdown. 
Investors scrambled to reevaluate their 
positions while the U.S. tried to determine 
if COVID-19 would be a temporary epi-
sode or a longer-lasting event. “Cautious” 
became a frequently used term describing 
retail investor behavior in the months 
to follow during the initial stages of the 
coronavirus. Some buyers proceeded for-
ward with deals that were in process, 
while others pulled back based on grow-
ing uncertainty whether or not some busi-
nesses would open their doors again or be 
sustainable in the long-term. 

During the second quarter (April, May and June), 4,329 
retail transactions were completed, compared to 7,206 
retail transactions in the same period in 2019, as many 
investors focused their acquisition efforts on retail prop-
erties that were deemed essential businesses and services. 
Transaction velocity got a boost with the extension of the 
1031 exchange deadline to July 15th. This enabled many 
investors valuable time to more carefully consider their 
options and gain a better grasp on overall market condi-
tions to complete their exchange, as various states began to 
loosen lockdown restrictions and retailers began to open 
for business again. 

Over the summer, July 15th became a prospective 
benchmark if retail investment sales would dissipate there-
after and the 1031 exchange extension deadline was a 
just temporary tool to help maintain some form of sales 
velocity. Although overall economic conditions had started 
to improve with federal financial aid programs, unemploy-
ment was at a record high, stock market volatility contin-
ued, and stay-at-home orders were still being enforced in 
many regions; not to mention the presidential election was 
only months away. However, investors refused to stay on 
the sidelines and continued to show their pursuit to put 
their money to work, whether in a 1031 exchange or not.

By the end of the third quarter (July, August and 
September), 6,243 retail transactions were completed. 

Hanley Investment Group arranged the sale of Village Plaza at Huntington 
Harbour, a 20,328-sq.-ft. multi-tenant retail center with over 270 feet of prime 
Pacific Coast Highway frontage in Huntington Beach, Calif. Hanley has sold 132 
properties in the last 12 months. 

Net Leased Retail Remains Resilient
By Bill Asher & Jeff Lefko 
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been reported to be pursuing a multi-format growth strat-
egy in both urban and suburban locations including taking 
over approximately 38,000 sq. ft. of the 88,000-square-foot 
space owned by Kohl’s in La Verne, Calif. This is not the 
first partnership between Kohl’s and Amazon. Kohl’s sells 
Amazon smart home products in its U.S. stores, and last year 
began accepting Amazon returns at its stores, a move which 
helped boost foot traffic at Kohl’s. 
 
Car washes
With the lack of supply of high-quality, net lease investment 
properties, single-tenant net lease car washes, especially 
express car washes, are gaining more favor with private 
investors. In 2020, 56 single-tenant car wash investments 

traded hands compared to 87 in all of 2019. In 
the last 24 months, Hanley Investment Group 
has sold or has in escrow 41 single-tenant car 
wash properties across the country valued at 
more than $166 million, including 11 express 
car wash properties in 2020. 

The reason for this uptick is that net lease 
express car washes have proven to be pandem-
ic- and recession-resistant, and in most cases, 
express car wash operators are experiencing an 
increase in customers due to their convenient 
locations, speed of service and lower cost with 
monthly membership plans. Also, the express 
“do it yourself ” model aligns  directly with 
COVID-19 guidelines and social distancing 
since no car wash worker is entering a person’s 
car to clean it. Even more, investors have taken 
advantage that express car washes offer a larg-
er tax deduction, through depreciation, than 
virtually any other net lease asset. Investors 

coffee and quick-serve restaurants, financial 
institutions, dollar stores, learning and day-
care centers, auto parts and services, express 
car washes, healthcare (medical, dental and 
vision), mixed-use retail and residential, and 
government-leased buildings. Some category 
highlights include:

Grocery
Although institutional owners pressed pause 
for a majority of 2020 while they worked 
on restabilizing their portfolio due to the 
pandemic, single-tenant grocery investments 
have remained one of the most sought-af-
ter as an essential business and daily needs 
tenant. From organic (Whole Foods, Sprouts) 
to Hispanic (Cardenas, El Super) to discount 
(ALDI, Grocery Outlet, Smart & Final), inves-
tors see a flight to safety and security in the 
grocery sector. Hanley Investment Group has marketed 
numerous single-tenant grocery stores this year and expe-
rienced significant demand including structuring a best 
and final offer process with multiple competitive bids 
that exceeded the list price for an organic grocer in the 
Mountain West. Amazon is not only raking in sales online 
but opened its first brick and mortar store, Amazon Fresh 
grocery store in Woodland Hills, Calif., in September 2020, 
and opened its second one in Irvine, Calif., in October. 
Amazon is expected to open  four Amazon Fresh stores in 
the Chicago area: Naperville, Bloomingdale, Oak Lawn and 
Schaumburg, Ill. Other upcoming Amazon Fresh stores that 
have been reported include Northridge, North Hollywood, 
Long Beach and Whittier, Calif. Additionally, Amazon has 

Hanley Investment Group arranged the sale of a new, two-tenant Chipotle 
Mexican Grill with “Chipotlane” drive-through and Heartland Dental in the 
Twin Cities metro area, adjacent to Walmart Supercenter, ALDI and Target-
anchored shopping centers. Hanley has sold 33 retail properties in the 
Midwest in the last 12 months including five in the Twin Cities.

Hanley Investment Group executed a pre-sale marketing strategy, which 
resulted in a record-low cap rate nationwide for a new Quick Quack net 
leased express car wash. It was also the first single-tenant Quick Quack 
Car Wash to sell as a net leased investment in California. In the last 24 
months, Hanley has sold 41 single-tenant car wash properties across the 
country valued at more than $166 million, including 11 express car wash 
properties in 2020.
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pandemic lockdown, buyers are looking to essential busi-
nesses with a high credit rating like 7-Eleven that can do 
well during these challenging times and provide a reliable 
cash flow. We expect that sales volume for  single-tenant 
7-Eleven, Circle K, QuickTrip and Wawa net leased invest-
ments  will stay strong  throughout the remainder of 2020 
and into 2021. Hanley Investment Group has experienced 
the highest volume of investor activity this year on conve-
nience store/gas stations, more than any other asset type, 
due to the average price point and tenant use. In less than 
four years, Hanley Investment Group has sold 50 7-Eleven 
and Circle K stores valued at $120 million. 

often ask, “What would happen to 
the location if the car wash operator 
closed?” Now more than ever, car wash 
business operations are selling at such 
high multiples that the business, in 
many cases, can be worth just as much 
as the real estate which provides an 
investor with another layer of security. 
We expect that the supply of net leased 
car washes will continue to increase 
over the next 12 months as developers 
and operators continue to take advan-
tage of this low-cap rate environment. 

Quick-service restaurants 
The winners in this category during 
the pandemic have been those oper-
ators that have maximized their  
drive-through, curbside pick-up and 
mobile ordering business. Chains 
such as Chick-fil-A, Chipotle and 
McDonald’s have spent a lot of money 
bolstering the technology and other 
capabilities of their drive-throughs. 
McDonald’s generated double-digit 
same-store sales in September even 
though most of its dining rooms were 
closed. Chipotle’s CEO Brian Niccol 
said that the brand’s digital sales are 
on pace to exceed $2.5 billion in 2020, 
according to QSR magazine. Since late 
March, Chipotle has retained 80 to 85 
percent of digital sales while recov-
ering 50 to 55 percent in-store sales. 
Some of the largest chains like Burger 
King, Starbucks and Del Taco are either 
planning or building seatless restau-
rants and other chains could follow. 
Dutch Bros. Coffee, which generated 
15 percent system sales growth in the 
U.S. last year, according to Restaurant 
Business, has been opening 800-sq.-ft. drive-through 
coffee outlets and now has 400+ locations in Oregon, 
California, Washington, Idaho, Nevada, Colorado, New 
Mexico, Utah and Arizona. 
 
Convenience stores
7-Eleven (AA- S&P Rating) is one of the largest, most 
successful retailers in the U.S., and the company’s operat-
ing success as an essential business during the pandemic 
further accentuates the attractiveness of this investment 
grade tenant. As investors look to the future and have con-
cerns about economic instability and potentially another  

Hanley Investment Group arranged the sale of a single-tenant Amazon Hub 
Locker+ located across the street from DePaul University, the largest Catholic 
higher education institution in the country. The 2,800-sq.-ft. Amazon-occupied 
property is situated on the ground floor of a four-story, six-unit residential 
condominium building at a signalized intersection in greater Chicago. 

Hanley Investment Group sold a single-tenant 7-Eleven property located less 
than nine miles from downtown St. Louis, Missouri, for $1,725,000. Hanley has 
experienced the highest volume of investor activity this year on convenience 
store/gas stations, more than any other asset type, due to the average price point 
and tenant use. In the last 36 months, Hanley has sold 36 7-Eleven and Circle K 
properties valued at $87 million including 13 sales in the last 12 months.
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tations to acquire high-quality retail properties rather than 
take on more risk. With demand outpacing the supply 
of best-in-class retail investments, we expect to continue 
seeing premium pricing for properties that represent a 
flight to quality in tenancy, length of lease and location. 
Comparatively, there will continue to be a downward shift 
or separation in pricing for “B” and “C” asset types mostly 
due to the continued impact of COVID-19.

Although there is a feeling the U.S. is reverting back to 
the initial stages of the pandemic as the year comes to a 
close, the anticipation of a successful vaccine indicates the 
economy overall will rebound more quickly in 2021 and 
instill further confidence that retail investor demand will 
continue to be robust in the future. n

Bill Asher and Jeff Lefko are Executive Vice Presidents 
with Hanley Investment Group Real Estate Advisors, 
a nationally recognized real estate brokerage and 
advisory firm specializing in retail property sales. Bill 
can be reached at 949.585.7684 or basher@hanleyin-
vestment.com. Jeff can be reached at 949.585.7682 or 
jlefko@hanleyinvestment.com.

Learn more at www.hanleyinvestment.com.

Auto parts and service 
Investors continue to have a 
high level of confidence in the 
auto repair industry and many 
of the quality properties that we 
are seeing like Advance Auto, 
AutoZone and O’Reilly, remain 
in high demand, representing 
a flight to safety for many sin-
gle-tenant private investors. 
Other auto service-related ten-
ants, such as Christian Brothers, 
TBC Corp. and GB Auto, Inc. 
in the auto repair space and 
Valvoline and Jiffy Lube in the 
oil change space, have also been 
a great alternative to traditional 
net leased retail and are priced 
at a cap rate level that is a sweet 
spot for what private capital is 
seeking—around a 6 percent 
return. Deemed an essential 
business during the lockdown, 
service-based, internet-resis-
tant assets like auto parts and auto service centers are poised 
for long-term success through future economic downturns; 
historically, in a down economy, consumers look to repair 
their car as opposed to purchasing a new car. Over 253 
million cars are on the road in the U.S. and 80 percent are 
repaired professionally over self-repair. The Automotive 
Aftermarket Network is optimistic that the sales of car parts 
and accessories will be worth $433 billion by 2021. Hanley 
Investment Group has sold or has in escrow 21 single-tenant 
auto repair and service centers in the last 22 months, valued 
at over $48 million.

A flight to safety
There is no doubt the level of investor demand and trans-
action velocity in the retail industry in 2020 has been a 
pleasant surprise given the uncertain macro-economic 
circumstances this year. Even with record rising COVID-
19 cases in November and various government shutdowns 
initiated in different states around the country during 
Thanksgiving, retail investment sales activity in the last 
six months has been unexpectedly impressive. Hanley 
Investment Group’s 2020 total retail investment sales trans-
actions and volume are on track to achieving close to its 
statistics set in 2019, a record-high year for the firm, and 
has already exceeded the company’s 2018 achievements. 

A flight to safety has been a reoccurring theme of 2020 
retail investing but so has the lack of supply of quality retail 
real estate investment product. This has pushed some pri-
vate and institutional investors to lower their return expec-

Hanley Investment Group facilitated a successful pre-sale strategy and opened escrow at pre-
COVID-19 pricing prior to Starbucks opening for business and formal rent commencement 
date in Lake Elsinore, California. Hanley Investment Group has sold 35 Starbucks assets in the 
last 33 months throughout the U.S., most at record pricing and $24 million in retail properties 
at Lake Elsinore Marketplace in the last 12 months through a break-up sale strategy. 
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pause to think: how can we emerge from this crisis? How 
can we provide a safe and resilient floor while maintaining 
social distancing measures that may be in place until 2021 
and beyond? 

Robotics answer the call on all aspects by solving an 
important issue we currently face with human interaction: 
fear and risk of contagion. Futurist Martin Ford wrote, 
“People usually say they want a human element to their 
interactions but COVID-19 has changed that, [COVID-
19] is going to change consumer preference and really 
open up new opportunities for automation.”

So, what does this change mean to the planning of 
facilities? More than ever facilities, manufacturing floors 
and laboratories will need to be able to accommodate the 
shift in workforce, be resilient to change and provide safe 
working conditions.

Although the Occupational Safety and Health 
Administration has issued standards that provide recom-
mended protocols for daily operations, internal EH&S 
departments will come up with more strict protocols to add. 
As a result, planners and designers of these spaces must 
also shift their mentalities to reimagine spaces in ways that 
prevent large gatherings, ensure break room areas allow for 
natural air, light and social separation and reenvision locker 
rooms, changing areas and other congregation spaces that 
may no longer adhere to safety guidelines.

How do robots play a role in this new world? Will they 
replace an entire workforce? Or be a critical component in 
the fight against economic uncertainty and fear of human 
contact? The answer is perhaps a combination of both. The 
controversial concept of replacing people with robots now 
looks medically wise and robot manufacturers are seeing 
an exponential rise in the demand for this technology. 

Facilities of the future are here 
For years we’ve been reading about “facilities of the future,” 
the “future of automation” and other technological advanc-
es that will transform our daily lives. Even the entertain-
ment industry has reinforced these themes in movies and 
TV shows where robots take over humans’ everyday jobs 
and replace low-wage workers for automated easy utopia. 

Our current pandemic has pushed the boundar-
ies and comfort zones of nearly every single industry. 
Stay-at-home orders forced offices to go remote, testing 
whether their technological infrastructure was ready to 
accommodate the growing demand for screen time and  

COVID-19 has dramatically changed the reality of the 
world’s population. More so, it has undoubtedly affected 
the way businesses operate and how they plan to resume 
tasks once the economy reopens. While a sense of ‘normal-
cy’ is expected and wished upon, what the new normal will 
look like is something that is still being evaluated in virtual 
board meetings around the globe.

Robots in the workplace:  a threat or 
opportunity? 
Robots performing daily tasks in the workplace is not a 
new concept. Nearly all manufacturing floors have a robot 
within their ranks. How specialized or diverse the robotic 
workforce is varies greatly based on several factors: indus-
try, what part of the world the floor is located and the scale 
and sophistication of that business.

Robots have been found on manufacturing floors in 
the United States since 1961—the year Unimate joined 
General Motors as a spot-welding aid. In the 1970s, 
automotive automation entered a new fast-track era, and 
nowadays automotive manufacturing accounts for almost 
one-third of new industrial robot installations. 

Japan, China, the United States, South Korea and 
Germany are among the five leading industrial robot 
markets worldwide. Yet, automakers are not the only 
ones realizing the immense potential of having robots 
perform daily, repetitive tasks. More and more companies 
are engaging with robots with the objective of promoting 
efficiency, reducing risk and liability and cutting overhead 
costs to offset the war against rising wages.

Robots answer the call 
Fast forward to 2020. The global pandemic that has 
changed the course of daily life has made manufacturers 

Catalyst for Change—How a Pandemic  
Has Accelerated Automation
By Carolina Weidler
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robotic ecosystems that mesh with human space. How 
does that look? How does it change the worker’s perspec-
tives on the place of work?

Space allocation: less is moreWith robots taking over 
repetitive tasks and the speed and accuracy in doing them, 
space that was previously allocated for QA, staging, WIP, 
kitting, etc. may now be seen as redundant, or even disap-
pear altogether from a manufacturing floor.

Carolina Weidler is an architect, Lean Six Sigma 
Black Belt and LEED AP professional with nearly two 
decades of domestic and international experience cre-
ating process-driven environments for high-tech cor-
porations. As the leader of the Science and Technology 
practice group at H. Hendy Associates, Carolina’s talent 
lies in designing efficient, dynamic and holistic envi-
ronments for process-based industries. She delivers 
an unmet need for businesses looking to maximize 
output and profitability, and has helped clients reimag-
ine spaces—from pharmaceutical and food processing 
facilities to aircraft assembly lines—ranging from 2,000 
to 470,000 sq. ft. Reach Carolina at cweidler@hhendy.com 
or 949-851-3080. n 

Learn more at hhendy.com.

This article first appeared in the SIOR Pulse Blog (blog.sior.com), published by the Society 
of Industrial and Office Realtors. It was reprinted with permission on NREIonline.com.

seamless virtual meetings. All the while, e-commerce grew 
exponentially to satisfy the need for goods when people 
couldn’t leave the house, distribution centers rearranged 
efforts to keep up with the demand and the supply chain 
had to fight, and is still fighting, to fulfill its goals.

Robotics can, and will need to be deployed to support 
the workflow that millions of people on lockdown can’t. 
With economic uncertainty as countries reopen, the need 
for skilled, efficient work to produce, rack up inventories, 
sort, manage and distribute goods will need to be fulfilled 
at a fast pace. The workplace of the near future will become 
a place where robots and humans interact and collaborate 
seamlessly and efficiently on a daily basis. Repetitive tasks 
will no longer burden humans in the field but will be mod-
erated by them and performed by a robot.

By 2030, robots are expected to replace a third of our 
U.S. workforce—a figure McKinsey forecasted back in 
2017. Now, that number is expected to be much larger, and 
the shift toward automation to happen much faster. It’s 
now up to those designing facilities of the future to ensure 
the integration happens seamlessly, and for planners to 
allow for the human aspect to push and drive the automa-
tion of the new reality.

Designers play a crucial role 
As the global health crisis continues to impact ways of 
working, tremendous progress in automation will only 
accelerate, reinforcing the need for designers to be agile 
and empowered to pivot in an ever-changing landscape. 
The following are key considerations: 

Flexibility is key. Now more than ever, facilities have to 
be able to flux, grow, adjust and prepare to receive automa-
tion at different levels.

Collaboration will look very different. We are now 
talking about interaction between working machines and 
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communicate your organization’s 
positive mentions across a variety of 
channels and applications

Enhance your marketing and corporate 

communication strategies with reprints of articles 

appearing in print or online in WMRE. Reprints 

lend credibility to your corporate positioning, and 

provide an independent endorsement of the news 

and information you want to share with your clients, 

prospects and employees.

Choose the WMRE reprint product  

or service best suited to your needs

Hard-copy reprints

Digital reprints

Direct mail postcards

Custom e-mailings

Web-hosted ePrints

Plaques and framed reprints

Easel-backed counter cards

Specialty posters/signage 

Re-publication permission/licensing

To learn more, contact  

informa@wrightsmedia.com  

or 877-652-5295

Ways WMRE reprints can enhance your organization’s 

communication programs 

Information sharing with business partners and colleagues 

Follow-ups to inquiries from prospects 

Handouts at tradeshows and conferences  

Direct mail to potential clients  

Traffic booster for your Website or Intranet 

Training aids for educational purposes  

Recruitment and retention support 

Positive reinforcement for your firm’s press kits  

Resources for board meetings and investor relations  

Lobby or reception-area reading material

Spread The Word: Reprints are the ideal way to co-brand 

your organization with the industry’s leading information source 

for commercial real estate professionals... equip your team with 

powerful sales and marketing tools... underscore your recruitment 

efforts...and boost employee and company morale.

How to Order

Reprints
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in industrial development over the past couple of years. 
Speculative industrial buildings have been leased and 
new construction is close to starting on new speculative 
buildings in Deepwater Industrial Park,” said Leonard 
Sledge, director of economic development for the City of 
Richmond. “Proximity to the Richmond Marine Terminal, 
transportation infrastructure and the region’s workforce 
has fueled our industrial growth.”

Shovel-ready sites are going quick 
Sites zoned for manufacturing and light industrial in the 
Richmond region are in high-demand for tilt-up construc-
tion, indicating a steady pipeline for spec investment.

“Every property with 50 acres or more of industrial 
zoning is getting multiple offers,” said Tim Davey, princi-
pal of Timmons Group. “Our challenge in the next 3 years 
is trying to get more industrial product on the market, 
either in new buildings or new land properly zoned to 
meet the growing demand.” 

“Henrico County has state-certified Tier 4 sites ready 
for development, a top-notch inventory of industrial 
product and fast-track permitting,” stated Anthony J. 
Romanello, executive director of Henrico Economic 
Development Authority. “We’re ready to meet the needs of 
any investment development.” n

Jennifer Wakefield is Interim President & CEO of The 
Greater Richmond Partnership.

Learn more at www.GRPVA.com.

With 3.2 million sq. ft. of industrial real estate under 
construction and more on the way, Greater Richmond is a 
hot market for industrial construction among developers, 
particularly with speculative investments. 

The Richmond area’s growth rate places it among 
the nation’s fastest growing industrial real estate mar-
kets—only 46 cities have more construction under way 
than Greater Richmond. In comparison, 343 metro areas 
have less. Other cities with our same growth rate include 
Denver, Orlando, Fla., Provo, Utah, and San Francisco.

This year has been one of the most active years for 
industrial development in Richmond’s history according to 
August’s CoStar Industrial Market Report. Investors have 
been most active in the logistics subtype with new space 
for Amazon, FedEx and Brother International.

Each of the four localities that make up Greater 
Richmond have speculative industrial space in the pipeline. 
A small sampling of these properties currently under devel-
opment includes sites near transportation amenities such as 
the Richmond International Airport and Richmond Marine 
Terminal, which connects to the Port of Virginia.

Anticipating need for investment
Two years ago, Hanover County realized there was a criti-
cal need for additional product with a 0.6 percent industri-
al vacancy rate. “We quickly moved to create a speculative 
building program with specific parameters that would pro-
vide a real-estate tax rebate to developers who would take 
on the calculated risk,” said Linwood Thomas, director of 
Hanover County Economic Development. “Twenty-four 
months later, we have almost 1 million sq. ft. of speculative 
space coming out of the ground from nationally-known 
developers. What we are finding is a majority of it is being 
leased before the roof is set.”

“Chesterfield continues to be an attractive location 
for manufacturing, and we are seeing strong demand for 
ready-to-go sites and buildings,” said Garrett Hart, director 
of Chesterfield Economic Development. “Developers are 
once again constructing speculative flex industrial build-
ings that are being leased up before construction is com-
plete. With our low machinery and tools tax rate, quality 
workforce and proven fast track permitting process, more 
and more developers are choosing to make investments in 
Chesterfield County.”

The same holds true throughout the entire region. 
“The City of Richmond has experienced great success 

Richmond’s Hot Industrial Real Estate Market Draws 
Investors
By Jennifer Wakefield
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5.3 percent in September 2020 compared with one year 
ago, while industrial prices grew at a rate of 7.4 percent. 
RCA third-quarter 2020 data shows yearly declines in 
the retail Commercial Property Price Index (CPPI), both 
for shops and centers (-1.1 and -6.2 percent respectively), 
while the industrial warehouse CPPI shows continued 
growth (7 percent). The pandemic has accelerated exist-
ing shift in consumption away from traditional retail to 
e-commerce, strengthening the gale of change that is shift-
ing demand for different types of commercial real estate. 

Brick-and-mortar to digital storefront
The decline in traditional retail consumption is evolu-
tionary and creates new business opportunities for those 
that can adapt quickly. For example, since the pandemic’s 
impacts disrupted businesses, many have innovated and 
moved their stores online. GoDaddy, a company which 
offers web hosting platforms, has seen a significant rise in 
the use of the company’s e-commerce products. According 
to the company, online orders in the month of June were 66 
percent higher than in March and 97 percent higher than 
in February. With economic creative destruction comes 
innovation and creative construction, sustaining economic 
growth and creating new opportunities. n

As the chief economist for First American Financial 
Corporation, Mark Fleming leads an economics team 
responsible for analysis, commentary and forecast-
ing trends in the real estate and mortgage markets. 
Subscribe to the First American Economic Center for 
weekly analysis and research or follow him on Twitter 
at @mflemingecon.

Learn more at www.firstam.com/ncs.

Creative destruction, or economic innovation, is defined as 
the disruptive force that sustains economic growth, even as 
it destroys existing technological, organizational, regulatory 
and economic paradigms. In economics circles, the concept of 
creative destruction is known as “Schumpeter’s Gale,” named 
after the Austrian-born economist Joseph Schumpeter. 

The advent of the information age and artificial intelli-
gence is the gale of change sweeping through our economy 
today and changing how we work, consume, learn and 
play. In today’s economy, e-commerce is to the informa-
tion revolution what the railroad was to the industrial 
revolution—a completely new, unprecedented techno-
logical development with broad and unexpected implica-
tions.  This sweeping revolution preceded the pandemic, 
but the data shows that the sudden pandemic-driven move 
to remote work and remote retail consumption is trans-
forming the commercial real estate market. 

In the second quarter of 2020, the Census Bureau of 
the Department of Commerce announced that the esti-
mate of U.S. retail e-commerce sales, adjusted for seasonal 
variation, was $211.5 billion, an increase of 31.8 percent 
from the prior quarter and 44.5 percent increase from the 
second quarter of 2019. While e-commerce sales increased 
dramatically, and mostly in just the last quarter, total retail 
sales actually decreased 3.6 percent over the year ending in 
the second quarter of 2020. 

The share of e-commerce retail sales within the total 
retail sales increased 4.3 percentage points from Q1 to Q2 
2020. Prior to the pandemic, this same level of growth took 
four years to materialize. Unfortunately, while e-commerce 
is booming, department store retail sales have been hurt by 
the pandemic. However, the decline in traditional retail, 
specifically department store sales, preceded the pandem-
ic. Department store sales have been falling precipitously 
and continuously on a quarter-over-quarter basis since 
2014, but the decline in the second quarter of 2020 is the 
steepest quarter-over-quarter decline since 1992.

The change in consumption patterns from traditional 
retail to e-commerce has triggered a corresponding shift 
in real estate demand from traditional retail space to 
industrial space to facilitate the storage and logistics of 
delivery associated with e-commerce. Since commercial 
real estate prices reflect the relationship between supply 
and demand, this shift can be seen in price trends of the 
two property types. For example, in the most recent Real 
Capital Analytics (RCA) report, retail prices dropped  

COVID-19 Accelerates Forces of Creative  
Destruction in Commercial Real Estate
By Mark Fleming, PhD Pandemic Dramatically Accelerates Creative Destruction in Retail

Retail Sales: Department Stores and E-Commerce, Quarterly Change, Seasonally Adjusted

Source: Census Bureau, FRED, Q2 2020
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Changing Trends in Domestic Net Migration:  
Which Cities Will Win and Lose?
By FCP

The swarm to warm
This question can often be overlooked because migration 
and density trends are sticky. Agglomeration economies 
ensure this, so big cities tend to remain big cities and 
migration patterns persist. And indeed, New York City 
emerged as one of the 10-most-populous cities in the 
world in the 1830s and remained on the list until 2017 
[4]. But New York City is not on the list anymore, and 
there’s a migration trend in the U.S. that has been growing 
since the 1950s. We call that trend the swarm to warm—a 
persistent southern migration of Americans which some 
historians credit to the invention of the now-ubiquitous air 
conditioner[5]. Since then, one of the largest determinants 
of population growth has been a city’s mean January tem-
perature[6]. The census summarizes this trend well: 

in 1900, the majority (62 percent) of the population 
lived in either the Northeast or the Midwest. By 1980, the 
majority (52 percent) of the country’s population resided 
in either the South or the West. This trend continued to 
the end of the century, with the combined South and 
West regional populations representing 58 percent of the 
total population of the United States in 2000. That figure 
is currently 62 percent [7]

Sun Belt state of mind
If southern cities are the net beneficiaries of domestic 
migration, who are the losers? Consulting a unique data 
set showing county-to-county migrations, we find the 
most-traveled interstate paths of those who relocated 
over the last ten years. The trend is from the North to the 
South, and from the coasts to the center. The Sun Belt is a 
people-magnet.

In a year colored by pandemics, overshadowed by an 
election, and stunted by a severe recession, FCP® mapped 
the landscape of domestic migration in the United States. 
Tracing demographic trends from the 1950s through 
September of 2020, with sources ranging from historical 
annals to cell phone geolocations, FCP, a privately held 
national real estate investment company (fcpdc.com), 
and its head of research, Matt Larriva, CFA, answered the 
questions below:

Where are people moving in the US? 
Why? 
Does the pandemic change this?
To complement FCP’s boots-on-the-ground analytics, 

Larriva produced an analysis whose salient themes were 
featured in Bloomberg News, Axios and The Miami Herald. 

Larriva found that 2020 had a whiplash-inducing num-
ber of topics on which real estate investors could dedicate 
years of analysis. Whether work-from-home spells the end 
of the office market or COVID-19 is the last horseman of 
the retail apocalypse is yet to be seen. While FCP analyzes 
all such outcomes, it is primarily focused on a more salient 
question underpinning most long-term real estate values: 
where will population density grow? After all, which is 
more investable: whether office demand will fall by half, or 
which major city will double in population over the next 
10 years? 

Your move
It is worth first understanding who moves and why 
Americans are so transient. In part, it is cultural. 
Americans are a mobile people—relocating more than 
citizens of almost any other country[1]—and work-from-
anywhere trends will likely fuel this mobility. As of 2019, 
the most popular reason for moving was to establish one’s 
own household (read: to rent). This purpose dramatically 
outpaced wanting to own a home and change in marital 
status. Another way to answer this question is to exam-
ine the urban density movers seek. The results are clear: 
between urban, rural and suburban relocation choices, 
movers left the former two and came to the suburbs in 
droves[2]. 

And most movers tend to be young and from a moder-
ate-income bracket[3]. A picture of an average American 
mover emerges: they are a mobile, suburban-leaning, 
young, moderate-income renter. 

So, where do they go? 

Population Growth 1950-2000 and January Temperature
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4 million cellphones in the U.S. With Orbital’s data and 
FCP’s study-construction, FCP gained access to raw data 
showing the number of people who relocated from the 
30-largest cities in the U.S. through September of 2020. 
Matt Larriva normalized and analyzed the data to find 
patterns in migration, comparing where residents lived 
in 2019 versus where they relocated from March to June, 
and from March to September 2020—analyzing migration 
during and after the initial COVID-19 lockdowns.

“Our theory,” Larriva said, “is that trends should persist 
until major paradigm shifts occur. That is, the Sun Belt 
should be a net positive recipient of domestic in-migration 
until some major event happens to reverse preferences or 
mobility, like, say, a global pandemic. So, it was important 
for us, FCP, to audit the persistence of these migration 
trends to see how COVID-19 had affected them. To our 
surprise, the pandemic seems to have accelerated the 
Sun Belt trends”

The results were clear: Americans relocated to the Sun 
Belt during the pandemic just as they had before it. Both 
during and after the initial lockdown periods, Tampa was 

Those in the Sun Belt tend to stay, while those outside 
of the Sun Belt tend to move in.

Does this spell the end of the big city or an exodus from 
Los Angeles and New York? Not quite. Remember, these are 
domestic in-migration patterns. Big cities like New York and 
Los Angeles gain many residents from international migra-
tion, though both MSAs have experienced slight population 
declines since 2017 [8]. What it does imply, is that the end of 
population growth in New York and Los Angeles is nearer 
than it is in, say Las Vegas. 

Cell the news
Knowing the profile of the average American mover is 
valuable, and understanding that their paths tend toward 
the Sun Belt is insightful, as is contextualizing this trend 
in nearly a century of data. But it begs the question—how 
long will this continue? Has COVID-19 brought an end to 
the trend? 

Tracking real-time migration is not an easy ask. 
Practitioners have tried using United Van Lines data 
(which only captures those who use United Van Lines), 
or U-Haul (same problem), or Zillow (which tracks those 
who search on their site) and a handful of others. The 
problem is these samples are biased slices of small seg-
ments of the population. 

To address this challenge, FCP teamed up with Orbital 
Insight to create a study based on anonymized data from 

Most Frequent Interstate Moves: Last 10-Years

Origin Destination

Los Angeles Las Vegas

Los Angeles Phoenix

Los Angeles Houston

Honolulu County, HI Las Vegas

Seattle Los Angeles

Orange County, CA Phoenix

Miami Houston

New York Palm Beach, FL

Chicago Houston

Chicago Los Angeles

Most-Popular Relocation Metros

Rank March - June 
2020

March - 
September 2020

Last 10 Years

1 Tampa, FL Tampa, FL Phoenix

2 Phoenix Phoenix Houston

3 Miami New York Las Vegas

4 Orlando, FL Miami Seattle

5 Los Angeles Orlando, FL Fort Meyers, FL

6 Dallas Chicago Charlotte, NC

7 New York Dallas Dallas

8 Atlanta Los Angeles Columbia, SC

9 Chicago Houston Palm Beach, FL

10 Houston Atlanta Tampa, FL

Least-Popular Relocation Metros

Rank March - June 
2020

March - 
September 2020

Last 10 Years

1 Durham, NC Durham, NC Chicago, IL

2 Louisville, KY Memphis, TN Los Angeles, CA

3 Milwaukee, WI Salt Lake City, UT New York, NY

4 Salt Lake City, UT Louisville, KY Anchorage, AK

5 Charleston, SC Charleston, SC San Diego, CA

6 Portland, OR Milwaukee, WI Miami, FL

7 Indianapolis, IN Portland, OR Orange County, CA

8 Memphis, TN Austin, TX San Bernardino, CA

9 Baltimore, MD Baltimore, MD Detroit, MI

10 Boston, MA Boston, MA Washington, DC
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the most-relocated-to big city, with two other Florida  
metros close behind. Florida occupied three spots in both 
the last ten years and the last seven months. And this 
stands to reason: the COVID-19 pandemic spurred moves 
which were already planned, as many took the opportunity 
to leave the cold, overly dense, or high cost-of-living areas.

Conversely, metros in states more north of the Sun Belt 
were in low-demand as relocation destinations, as they had 
been in the prior ten years.

One interesting result is the fact that New York, Los 
Angeles and Chicago, are among the top 10 destinations 
for movers during COVID-19, but among the bottom 10 
destinations over the past 10 years. First, it’s not uncommon 
for major cities to have whipsaws in population during 
recessions, with low growth-rates followed by unsustainable 
high-growth. Moreover, these cities represent large popu-
lation hubs which likely have many students who studied 
elsewhere during 2019, who were forced to return to their 
family home during the 2020 academic year.

The more impactful analysis comes when an area is 
observed in all three columns: Florida, Texas, Arizona. 
These are areas which have had substantial in-migra-
tion over the last 10-years and whose patterns were held 
steady (in the case of Phoenix) or whose patterns were 
accelerated (in the case of Tampa) during COVID-19. 
That a trend can become more pronounced during a lock-
down is substantive and corroborates its strength. Given 
this, and the mobility of the U.S. renter base, FCP expects 
the South to continue to be a net-gainer in both population 
and moderate multifamily real estate values.

Key takeaways
• Tracing American domestic migration from 1950 

through September of 2020, FCP was able to illustrate 
the persistence of Sun Belt migration.

• Using anonymized cell phone data, the firm was able 
to conclude that the capture effect of the Sun Belt 
remained in force, attracting out-of-staters and retain-
ing its own base.

• Cities in Florida, Texas and Arizona appear especially 
likely to continue to see above-average population 
growth rates.

• Traditional big cities (Los Angeles, New York and 
Chicago), which have recently seen population declines, 
may shrink but are not likely to “die”, as they attracted 
movers during the COVID-19 pandemic, showing their 
remaining desirability. n

Matt Larriva, CFA, is Vice President of Research and 
Data Analytics for FCP, a privately held real estate 
investment company that has invested in or financed 
more than $6 billion in assets since its founding in 
1999. FCP invests directly and with operating partners 
in commercial and residential assets. The firm makes 
equity and mezzanine investments in income-pro-
ducing and development properties. Based in Chevy 
Chase, MD, FCP invests both its commingled, discre-
tionary funds and separate accounts targeted at major 
real estate markets in the U.S.

Learn more at www.fcpdc.com.
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Industrial: The e-commerce boom has boosted the 
industrial sector in 2020, and that upward trajectory will 
continue. Joe Santaularia, first vice president of Bradford 
Commercial Real Estate Services/CORFAC International, 
in Dallas, says cold storage warehouse demand will con-
tinue to grow as consumers have moved from traditional 
grocery stores to online platforms.  Third-party logistics 
providers have also been very active in the market. 

Blundred adds, “Our culture has become increasingly 
dependent on the immediacy of products delivered to 
them. COVID-19 has only expedited that urgency and 
demand. In turn, large distribution centers will continue 
to drive development both within existing industrial space 
and re-purposing facilities.”

International Investment: Rick Hoogervorst, executive 
director of FRIS/CORFAC International in Amsterdam, 
Netherlands, describes economic contraction, unemploy-
ment and rent control laws as pressures on the global invest-
ment property market. He says, “Nevertheless, there is still a 
lot of equity available, and interest rates will remain low. Real 
estate can continue to count on investor interest, especially in 
logistics, the nonsubsidized housing sector and core offices.” 

With the pandemic still going, the effects on the real 
estate sector will linger into 2021. Each category will see dif-
ferent paths to recovery. The key for brokers is to maintain 
connections to their networks and adapt with their custom-
ers as, together, we find our way forward. n

Joe Latina is Principal of Patterson-Woods Commercial 
Properties/CORFAC International, Wilmington, DE, and 
2021 CORFAC International President.

Learn more at www.corfac.com.

Few real estate professionals could have predicted the 
shock to the market of the coronavirus pandemic in 2020, 
nor that we’d still be in its throes as the year comes to a 
close. Promising news about vaccine availability in 2021 
is building optimism for a rebound. Yet uncertainty still 
surrounds many sectors in the new year. 

One way that we have brought stability and clarity to this 
turbulent year is by tapping into our network of CORFAC 
colleagues to better understand how their markets have been 
affected. We have learned that the impacts are not necessarily 
universal across all categories or geographies, so by sharing 
our perspectives, we can assist one another to respond more 
effectively to future challenges—and opportunities.

Office: The shift to remote work has put pressure on office 
leasing. Mason L. Capitani, SIOR, executive vice president/
principal of L. Mason Capitani/CORFAC International in 
Detroit, explains that since many employers are unsure 
when it will be safe to bring employees back, or what per-
centage will remain remote permanently, many have put off 
long-term real estate decision-making, causing a slowdown 
in that sector of the market. 

“Tenants that have leases expiring in the next 6 to 12 
months are looking either for a short-term renewal or to 
potentially downsize to a more manageable footprint,” he 
said. “However, we believe there will be pent-up demand. 
Decisions that are being put off now will eventually be 
made, and we will see a backfilling of space as vaccinations 
roll out in 2021.”

Rob Blundred, broker at Henkle Schueler & Associates/
CORFAC International in Cincinnati, says office landlords 
and brokers need to think creatively. “The landscape has 
shifted, and as landlords we need to be flexible in order to 
accommodate tenants’ needs, now and in the future.”

Retail: For retail tenants and buyers, changing government 
restrictions have stressed the restaurant and hospitality 
industries. The e-commerce boom is also increasing the 
divide between smaller specialty retailers and big box retail-
ers. At Patterson-Woods, we have begun to see increased 
interest as leasing rates and availabilities become very 
tenant-buyer friendly, which we anticipate will continue into 
early 2021. We are seeing our well-capitalized restaurant 
clients take advantage of increased quality availabilities in 
conjunction with many landlords offering very favorable 
terms, including longer free rent periods and lower rates. 

After 2020’s Uncertainty,  
Brokers See Opportunity 
in 2021
By Joe Latina

http://www.wealthmanagement.com/wmre
http://www.corfac.com


2021 Market Outlook

62 | WMRE Market Outlook: 2021 | wealthmanagement.com/wmre

their space within the campus without having to uproot 
their entire organization.

Unsurprisingly, a suburban office campus will not 
succeed if proper safety measures are omitted. To ensure 
workers feel confident enough to return, the augmenta-
tion of building management and the implementation of 
elevated social distancing, hygiene and safety measures 
are critical.

For example, at the class-A office property of Greenhill 
Towers in Dallas, robust adjustments have been made 
to address concerns of infection prevention as part of 
the developer’s “Codina Partners Cares” program, which 
focuses on implementing a series of enhanced safety 
and precautionary measures. Priority changes include 
upgrades to the air distribution system with UV light 
sterilization, which kills up to 90 percent of all viruses and 
bacteria, ionic air cleaning to the property’s elevator cabs 
and the addition of nano-septic self-cleaning surfaces in 
high-traffic areas. These key precautions have shifted from 
being elective to essential in developers’ efforts to prosper 
in the next phase of normality.

As the office sector begins its recovery from COVID-
19 impacts, it cannot afford to overlook the new normal 
posed by the workforce. Suburban office campuses that 
emphasize robust health and wellness offerings are estab-
lishing themselves as the face of the new pinnacle work-
place environment. n

Ana-Marie Codina Barlick is CEO of Codina Partners.

Learn more at www.codina.com.

Commercial real estate—particularly 
the office market—is among the many 
industries that have been struck with 
alarming impacts since the advent of 
COVID-19. With office building occu-
pancy rates across big cities nation-
wide averaging to about 25 percent, 
developers and landlords are facing 
various challenges surrounding tenant 
retention and limited leasing activity. 
As companies of all sizes and scale 
re-consider the future of their workspace and prioritize 
the health and safety of their employees, developers and 
landlords must be aware and stay on the pulse of new and 
existing tenants’ demands and desires.

According to the report, Emerging Trends in Real Estate 
2021 by The Urban Land Institute and PwC US, demo-
graphic shifts to more suburban areas are rising, signifi-
cantly affecting employment preferences. Approximately 
43 percent of real estate professionals projected that 
businesses and residents will move away from areas with 
higher density post-COVID-19—creating a new oppor-
tunity for office campuses in suburban areas to grow in 
popularity. 

For example, the Offices at Downtown Doral, an office 
campus within the vibrant, suburban neighborhood of 
Downtown Doral, is currently leading in Miami-Dade 
County’s office occupancy rates at 85 percent. Tenants are 
finding immense value in its proximity to their homes and 
amenity package, as well as access to green space, ample 
parking areas and numerous retailers and restaurants with-
in walking distance. 

After shelter-in-place orders provided unique perspec-
tive on the experiences we require, the appetite for fresh 
air and stress-relief related amenities grew rapidly. Many 
office campuses, including those at Downtown Doral, 
are equipped with adjacent parks that can eliminate the 
feeling of being “cooped up,” and provide access to nature 
and sunlight, in turn improving respiratory function and 
general immunity. Another beneficial trend within office 
campuses are wellness-inspired amenities, which can be 
nursing rooms for mothers or boutique gyms, each fit for 
the new age of social distancing. 

Amplifying its appeal, various office campuses also 
offer flexible lease restructuring so tenants that are unsure 
of their employees’ return rate can expand or downsize 

The Rise of Suburban Office Campuses
By Ana-Marie Codina Barlick
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tives that truly align with corporate values and use this 
focus to employ a more mindful approach across all facets 
of their operations, starting with their investment strategy. 

We take this to heart at CGI Merchant Group and make 
it a point to analyze each deal through the community lens, 
always looking for ways to add accretive value. We aim to 
be rooted in the communities that host our assets and find 
ways to impact our various markets for the better. 

As businesses start to implement this new approach, 
they will see a marked increase in their asset values. As 
areas flourish, the value is realized via capital appreciation 
and better returns for their investors—what CGI refers to 
as a conscious investment mindset. n

Raoul Thomas founded CGI Merchant Group in 2004, 
a private equity commercial real estate firm with head-
quarters in Miami, Florida. He is also the founder of the 
Isabella Alycia Foundation, which strives to provide 
the tools and capital resources necessary to positively 
impact underprivileged neighborhoods and individuals.  

Learn more at www.cgimg.com.

1. Source: Booking.com
2. Source: Accenture and Consumer
3. Source: World Economic Forum
4. ESG stands for environmental, social, and governance
5. Source: Global Impact Investing Network
6. Source: Forum for Sustainable and Responsible Investment (US ISF)

Investing to create long-term capital appreciation and 
measurable societal change.

Historically, private equity has had a myopic focus—
however, the next generation of developers and inves-
tors have the opportunity to change this by investing in 
local communities to create a sustainable and measurable 
impact, while continuing to drive strong bottom-line 
returns. Leveraging growing consumer segments to drive 
social good may still be a nascent movement within the 
industry, but, even in these early days, investors are already 
solidifying their interests in companies with a focus 
beyond immediate returns. 

Consumers are becoming more educated and mindful, 
striving to support businesses and brands that consider 
their impact and are socially responsible. Companies are 
also adapting and working to create sustainable value 
across diverse investment strategies. While present across 
the business spectrum, this trend is especially true in the 
travel and hospitality industries. 

For instance, consider a 2019 study, which found that 
87 percent of global travelers desire to travel sustainably1. 
This trend is accelerating during the pandemic, with a 
2020 study finding that 87 percent of consumers have 
been making more sustainable choices since the start of the 
COVID-19 outbreak2. These findings are not isolated, with 
a 2020 survey showing as many as 90 percent of respon-
dents wanted the world to change significantly in a “Great 
Reset,” calling for more sustainable consumer products 
and impact3. 

Leaders across all real estate sectors are seeing the pos-
itive social and financial influence of this more conscious 
approach, with a growing number following examples 
set by Patagonia or Warby Parker, and creating give-back 
programs that promote high-quality goods while serving 
communities in need. The strong positive correlation 
between ESG4 and financial performance is already having 
a marked effect, with a 2019 study showing a 100 percent 
growth in impact investing over just the last two years5. 
This growth is even more dramatic when we expand our 
timeline, with another study finding U.S.-based ESG assets 
have grown by 274 percent since 19956. 

This transition from the traditional investment model 
to a more conscious strategy can be easier said than done, 
however, requiring true buy-in from the top down and 
long-term commitment. Those interested will need to 
adopt ESG and/or corporate social responsability initia-

Beyond the Bottom Line: How CRE  
Can Drive Social Good
By Raoul Thomas
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power capacity in every submarket of the Western US. 
Unfortunately, in many instances, local utility companies 
are having a difficult time accommodating these requests 
given the amount of development that has occurred in 
the past five years. As the sophistication of mechanical 
handling equipment (MHE) within industrial buildings 
increases, power capacity may become an essential feature 
for tenants and a key differentiator between buildings. 

Regarding product type, larger buildings and logistics 
facilities’ rental growth will continue to outpace other 
industrial sizes, fueled by a broad base of tenants including 
large distribution users but also manufacturers, traditional 
third-party logistics, cold storage companies and other 
businesses who have experienced growth. Across all west-
ern U.S. markets, rental rates for properties larger than 
100,000 sq. ft. increased significantly after COVID-19, and 
we expect this trend will carry into 2021.

Regional dynamics within Western industrial 
U.S. market 
The Western U.S. as a whole remains well positioned. 
Interestingly, the entire Southwest is beginning to interact 
as one region rather than separate markets, given the lack 
of available products. As a result, Fortune 1000 companies 
are becoming increasingly indifferent whether their facil-
ities are located in Southern California, Phoenix or Las 
Vegas. Additionally, Las Vegas and Phoenix are located 
in two of the fastest-growing counties in the nation and 
enjoy business-friendly climates, which are key factors in 
the decision of a growing number of companies to expand 
outside of California and into these markets. This trend 
proved to be crucial to the Las Vegas industrial real estate 
market, which has shown great resiliency despite the dis-
proportionate toll that the coronavirus has taken on its 
economy. California’s Central Valley is also fast emerging 
as a secondary market given the lack of available products 
across all major California markets and neighboring states. 
Fortune 1000 companies are drawn to this submarket due 
to its labor availability and strategic location, providing 
single-day deliveries to most of California’s population, as 
well as parts of Nevada and Utah.  

Debt will continue its comeback into industrial 
real estate
Within a few short weeks in March, the pandemic hurled 
the global economy into uncharted territory as stock mar-

Nine months into this pandemic we now have a clearer 
view of how industrial has weathered the initial global 
economic shock. As a whole, the sector has emerged 
from this unprecedented crisis relatively unscathed and 
in good health. Industrial assets by and large have shown 
no signs of distress. Even smaller multitenant business 
parks, which were expected to bear the brunt given the 
profile of their tenants with weaker balance sheets, have 
shown more resiliency than anticipated, thanks in part to 
the CARES Act. 

The ongoing pandemic has caused rippled effects 
through virtually every nook and cranny of the American 
economy and society. For the industrial sector, this has 
translated into an acceleration of the adoption of e-com-
merce, a transition from just-in-time to more robust 
inventory systems and the resurgence of on-shoring or 
near-shoring manufacturing to withstand future supply 
shocks. A combination of these factors is creating new 
tailwinds for the sector and we anticipate that industrial 
will continue to outperform other major asset classes such 
as office, hospitality and retail through 2021. 

Tenant demand will remain strong in 2021
E-commerce penetration was accelerated by two to five 
years since the onset of the pandemic, with e-commerce 
accounting for 20.8 percent of all retail sales in Q2 2020, 
up 41 percent for the same period in 2019. With no end 
in sight to COVID-19 and given the fact that more people 
are growing accustomed to shopping online, e-commerce 
will continue to capture more market shares for overall 
retail sales in 2021. In turn, this will keep fueling demand 
for logistics centers and warehouses throughout the 
Western U.S. 

Depending on the world’s ability to either avert or with-
stand a second-wave scenario, the ports of Long Beach, 
Calif., and Los Angeles, both leading gateways to trade 
between the U.S. and Asia, could see a traffic increase 
in 2021. Already, the ports have shown strong growth in 
September and October, reporting their best September 
numbers in their respective 100-year histories, after an 
11-month decline that was triggered by the first global 
wave of COVID-19. 

If American companies continue to bring manufactur-
ing back from overseas, this could lead to increased demand 
for industrial buildings with higher power capacity. We 
are already experiencing tenant requests for additional 

Industrial Real Estate Projected to Maintain Strong 
Demand, Remain a Haven for Investors Through 2021 
in Western U.S.
By Jon Pharris
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of industrial and multifamily. Additionally, reduction 
in hedging costs against the U.S. dollar will continue to 
drive strong international capital flow into the U.S. from 
Asia, the Middle East, Canada and Europe. 

As it has been the case for the past few months, we 
expect that capital will continue to flee to safety, investing 
in stabilized industrial assets with credit tenant leases. 
Consequently, cap rates will continue to decrease through 
the end of 2021. Lower cap rates are even more likely now 
that the Federal Reserve has signaled that it will likely keep 
interest rates at a record low for several years. Additionally, 
another federal fiscal stimulus possibly accompanied with 
reduced interest rates, including reduced interest rates for 
the 10-year Treasury, could further compress cap rates. 

Looking back at 2020 industrial real estate forecasts, 
most industrial experts, myself included, predicted con-
tinued growth due to the sector’s strong fundamentals. 
Yet, none of us could have anticipated that a black swan 
event would become a catalyst for increased tenant 
demand and influx of capital into the sector. With no 
return to our old normal in the near future, industrial 
real estate is bound to remain the stalwart of all major 
real asset classes through 2021. n

Jon Pharris is Co-founder and President of CapRock 
Partners.

Learn more at caprock-partners.com.

kets around the world took historic nosedive. Reacting 
to the uncertainty, the debt market essentially froze, and 
stayed this way for approximately 100 days, until a clearer 
picture emerged with regards to which sectors and asset 
types remained competitive. Since Q3 of 2020, it has 
already thawed significantly although it remains bifurcat-
ed. A variety of lenders—banks, life insurances and debt 
funds—have started issuing loans for stabilized core assets 
and high-quality new construction in the multifamily and 
industrial sectors but loans for transitional assets remain 
scant. The lack of debt available for value-add investments 
is generating a bid-ask spread, with buyers underwriting 
a lower valuation to offset lower loan proceeds and seller 
holding on to their asset’s pre-COVID-19 value. However, 
as demand for industrial real estate remains robust and 
availability of products limited, debt for transitional assets 
is expected to resurge in 2021. 

Industrial real estate remains a haven for 
investors
Industrial real-estate is expected to continue to experi-
ence an influx of capital in 2021.For a start, industrial 
is consistently outperforming all other real estate asset 
classes. Industrial is one of a few select attractive options 
available to investors who are looking to diversify their 
portfolios. CapRock Partners experienced this firsthand 
in the past six months with our third value-add fund, 
which was significantly oversubscribed and unable to 
accommodate all investor interest. Institutional investors 
are in the midst of reallocating their assets for 2021 and 
may reduce their allocations to hospitality, retail and 
office, which are projected to keep experiencing some 
level of distress until the pandemic is quashed, in favor 
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will be cared for and future leases secured. In the current 
context, things are always shifting, and everyone involved 
has pivoted multiple times, and will continue to do so this 
academic year. Being prepared to quickly adapt will help 
companies remain successful and also stabilize assets in 
uncertain times. 

Think of the greater good: It’s easy to see a competitor 
as “the enemy”; however, given the fact that no one has 
experienced what we are going through now, the open 
sharing of ideas with industry peers is a good thing and 
will help improve decision making, not detract from it. 
If you’ve found a “magic bullet” that can help others, it’s 
prudent to share it for the common good.

While you may have competed from a business per-
spective six to 24 months ago, as we look ahead, it is 
imperative that competitive needs are put aside and indus-
tries band together to determine how to brave new and 
challenging waters—together. By implementing this col-
laborative approach, not only will companies and client’s 
benefit, but the greater good as well. n

Michael Orsak is Senior Vice President of Investments 
at Campus Advantage.

Learn more at www.campusadv.com.

It’s no secret that 2020 provided real estate markets with a 
handful of challenges because of COVID-19. While the pan-
demic has given the student housing industry, specifically, its 
fair share of hurdles, it is also one of the few real estate sectors 
that proved, once again, its resilience in comparison to other 
sectors, and remained strong throughout the pandemic. 

In fact, major data points for the industry have been 
positive since the beginning of the pandemic. Take, for 
instance, collections and rental growth. From April 2020 
through October 2020, student housing collections aver-
aged 96.0 percent whereas traditional apartment collec-
tions [as reported by the National Multi-Housing Council 
(NMHC) RentTracker] were 95.1 percent. More telling 
is the outperformance since the Federal unemployment 
benefits expired in July: August through October collec-
tions in student housing exceeded conventional apartment 
collections by nearly 180 basis points! 

In addition, the student housing industry reports rent 
growth of 1.6 percent year over year as of August 2020 and 
projects 2.6 percent rent growth over the next 12 months, 
equating to a compounded two-year rent growth of 4.2 
percent. Conversely, the conventional apartment market 
reported a Q3 2020 rent growth of (-3.3 percent), projecting 
2.6 percent growth over the next year resulting in a com-
pounded growth rate of (-0.8 percent) over the 24-month 
period from Q3 2019 to Q3 2021. 

This is a direct result from the way the industry, as a 
whole, responded to the hurdles thrown its way. Unlike 
any other industry, student housing owners and operators 
banded together to find ways to move forward and be suc-
cessful through these difficult times. 

Below are some strategies implemented by the stu-
dent housing industry that can help other industries and 
markets navigate disruptions and uncertainties during 
challenging times:

Collaborate and communicate: COVID-19 shook up 
every industry in the world and student housing was no 
exception, but the industry responded with open commu-
nication and collaboration. Since March, a weekly industry 
call has been conducted with operators and owners to 
discuss unique situations as they are encountered, share 
best practices and exchange ideas on how to approach 
emerging situations. 

Adapt: Now more than ever, it’s important for real 
estate professionals to remain fluid and adaptable while 
having a general plan in place detailing how residents 

From a Student Housing Professional: Key Learnings 
and Advice for Moving Forward
By Michael Orsak
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healthcare tenants are looking for real estate with easy 
access, parking, visibility, signage, and storefront (width). 
Most importantly, they are looking for locations with the 
right consumers in the trade area—those who need the 
service and would choose their brand. 

If healthcare tenants are one of your targets for 2021, 
then it is important to do your research before approach-
ing healthcare providers about location opportunities. 
Understand their location requirements and the dynam-
ics of your trade area. Proptech can be a helpful tool for 
studying not only the consumers in a market but also 
healthcare demand and supply. Using data to make a case 
for your property will increase the likelihood of attracting 
a desirable tenant. 

It is still possible to achieve a positive return on 
investment in today’s difficult economic environment. 
By using data to identify and recruit alternative tenants, 
retail property investors can fill vacancies and stabilize 
their revenue streams. n 

Bill Stinneford and Nikki Viner are executives at 
Buxton, a consumer intelligence technology compa-
ny that serves the commercial real estate, retail, and 
healthcare industries.

Learn more at www.buxtonco.com.

Retail property investors have faced several tumultuous 
years, but the year 2020 was particularly challenging. 
Shifting consumer behavior in response to the COVID-19 
pandemic exacerbated the challenges the retail industry 
already faced and led many brands to shed unprofitable 
store locations.

This puts retail property owners and investors in a diffi-
cult position. What is the best strategy for filling vacancies 
at retail properties to maintain a positive return on invest-
ment? Recruiting traditional retail tenants is possible, but 
difficult, as brands now have more real estate options to 
choose from and are exercising understandable caution 
when it comes to real estate decisions.  

The answer may lie in a different type of tenant alto-
gether. Recently, healthcare has emerged as a desirable 
new tenant for retail-focused properties. It is our belief that 
healthcare is an outstanding option to fill vacancies and 
achieve a positive return on investment for the commercial 
real estate industry in 2021.

There are two major forces driving this trend. First, the 
healthcare industry is increasingly borrowing strategies 
from the retail industry. The industry is viewing patients 
as consumers and emphasizing convenience and access. 
This strategic shift impacts healthcare real estate strate-
gies; rather than concentrating medical facilities in one 
central medical district, the healthcare industry is opening 
facilities that are in the areas where people live and work. 
In fact, a new group of health providers is emerging that 
specifically targets traditional retail centers. 

Second, as retail centers lose tenants, they need new 
tenants that will bring a steady flow of foot traffic. Retail 
health and some traditional health clinics can help to 
diversify the tenant mix and give consumers more rea-
sons to visit the property on a regular basis. Since the 
healthcare industry needs access to consumers, and retail 
centers need tenants that will attract foot traffic, bringing 
healthcare into retail centers can be a good option for 
both parties. 

However, not all medical services are a good fit for 
retail centers. The best options for retail centers are those 
where consumer behavior is driven by convenience and 
accessibility.  This includes urgent care, adult primary 
care, and pediatrics.  Other specialties could include der-
matology, ENT, imaging, lab, or physical therapy.  Allied 
health services, like audiology, chiropractic, or optometry/
eye care, could also be a good fit. Like retail tenants, these 

Medical Tenants Represent a Golden Opportunity for  
Retail Real Estate Investors in 2021
By Bill Stinneford & Nikki Viner

P
h

o
to

: G
et

ty
 Im

ag
es

http://www.wealthmanagement.com/wmre
http://www.buxtonco.com


2021 Market Outlook

70 | WMRE Market Outlook: 2021 | wealthmanagement.com/wmre

which can act as a superior long-term hedge opportunity 
compared to other commercial real estate assets.

Continued liquidity from Freddie and Fannie
While GSE reform still looms large, Fannie Mae and 
Freddie Mac continue to provide liquidity and stability to 
the multifamily market—with nearly 60 percent market 
share for originations in the second quarter alone—despite 
signals from federal officials that Fannie and Freddie could 
exit conservatorship in the next few years.

As of this writing, the agencies haven’t provided defini-
tive information about updated caps for 2021, and the caps 
will be a determining factor in their role in multifamily 
lending in the coming year. But it is our view that the GSEs 
will continue to play an enhanced role in the financing of 
multifamily deals at least as long as the economy recovers 
from the effects of the pandemic.

The multifamily market has demonstrated impressive 
resilience since the onset of the pandemic, and COVID-19 
continues to drive economic uncertainty across our nation. 
It has been an eventful year to say the least, but our confi-
dence in the multifamily sector remains high and we look 
forward to continuing to support our clients to achieve 
their investment goals and objectives in the year ahead. n

Hilary Provinse is Executive Vice President, Head of 
Mortgage Banking at Berkadia.

Learn more at www.berkadia.com.

Thinking back to this time last year, we were anticipating 
smooth sailing in the multifamily market. No one could 
have predicted that we would find ourselves eight months 
into a global pandemic that has transformed our business, 
and our world. And yet, if the last year has taught us 
anything, it’s that there is reason to be optimistic. We’ve 
witnessed incredible resilience in communities across 
the country, and multifamily remains a strong asset class. 
While sales activity hit a pause at the onset of the pandem-
ic, momentum picked up as the year progressed and Q4 is 
anticipated to return to pre-COVID-19 levels. Multifamily 
origination volume has stayed steady across the year, with 
GSE and HUD lending a real bright spot.

As we turn the corner into the new year, we believe 
there are even more reasons to be enthusiastic about the 
future of multifamily. A tidal wave of maturing loans on 
the horizon, coupled with historically low interest rates 
and continued liquidity support from GSEs all point to a 
bright future for our industry in 2021 and beyond.

A wave of maturing loans
Maturing loans create an opportunity for transaction activ-
ity, both sale or refinance. We are paying close attention to 
the record-setting $620 billion in multifamily loans sched-
uled to mature over the next five years, including $208 
billion in multifamily mortgages held by GSEs.

As the largest nonbank servicer of commercial mort-
gages, we are actively guiding clients as they seek out new 
investment opportunities, consider asset sales or pursue a 
refinancing plan to mitigate their risk over the next five years.

Low interest rates and dry powder
The multifamily space continues to present significant 
upside for investors due to the underlying demand 
for housing and strong demographic drivers at play. 
Contributing to this significant upside are signs from the 
Federal Reserve that interest rates will remain low for the 
foreseeable future.

With historically low interest rates in mind, yield-hun-
gry investors may look to gain an edge during this time 
of disruption through short-term investment strategies. 
Other investors may seek to rebalance their portfolios by 
transferring capital out of fixed-income assets and into 
institution-grade commercial real estate assets. We would 
not be surprised to see a rebalancing of investors’ real estate 
portfolios to be weighted more heavily towards multifamily, 

CRE Industry Confidence Remains, Despite Year 
Impacted by the COVID-19 Pandemic
By Hilary Provinse
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tial buyers are facing upon acquisition. For example, many 
buyers want to engage in longer due diligence processes, 
resulting in longer contingency periods. Buyers will also 
need to consider the potential for investments in addi-
tional safety measures for consumers, including outdoor 
space and air filtration systems, and sellers can stand to 
benefit from being able to highlight these features at their 
properties. Smart sellers must consider these changes and 
approach deals accordingly. 

Vaccine or not, COVID-19 will continue to have last-
ing impacts on the market for the foreseeable future, and 
buyers and sellers alike must continue to be as nimble and 
adaptive as necessary. But it is important to keep in mind 
that, in many cases, the pandemic is only accelerating 
existing trends and market behaviors. The greatest assets 
at this time are the ability to recognize these trends and 
remain flexible in working through them. Bringing both 
a reflective and adaptive mindset to relationships with 
clients and partners will continue to be critical during and 
after the pandemic. n

Daniel E. Rosenberg is Senior Vice President of 
Bellwether Enterprise.

Learn more at bellwetherenterprise.com.

Uncertainty reigns in 2020, and as a result it is more dif-
ficult than ever to make projections about the real estate 
market in the coming year. There has been virtually no 
transaction volume among sellers in the retail space for 
months, and although recent news about a COVID-19 vac-
cine has been promising, lack of details about the timing 
of its distribution is doing little to help boost the market. 
Savvy investors must adjust accordingly to the rapid shifts 
we’re seeing in the industry, bringing flexibility and proac-
tive mindsets to deals in order to produce successful results 
for all parties. There are a few trends in retail that could 
help them plan for what’s ahead.

Prior to the pandemic, shopping centers across the 
country were already facing challenges attracting cus-
tomers, partially due to the rise of e-commerce. While 
we’ve seen a fairly successful push towards larger brands 
expanding their physical presences, the smaller brick-
and-mortar retailers who were struggling or on the cusp 
of closure before COVID-19 have ultimately been forced 
out. According to estimates, while a record 9,500 stores 
went out of business in 2019, as many as 25,000 could shut 
down permanently in 2020. Physical retail is continuing 
its downward trend, aided in part by the convenience of 
e-commerce during mandatory lockdowns. The launch of 
Amazon Pharmacy is just one example of tech powerhous-
es bringing more and more industries online and putting 
pressure on in-store incumbents. 

But the weakening of physical retail began well before 
COVID-19, which means innovations had already sprung 
up to counter it. Many successful online retailers began to 
open brick-and-mortar locations, and several have also 
adapted by creating a presence in large-scale retail loca-
tions in ways that are mutually beneficial. For example: 
when Amazon consumers take advantage of the ability to 
make free Amazon returns at Kohl’s stores, they are also 
serving as Kohl’s customers, whether they choose to or 
not. Similarly, although not e-commerce retailers, Target 
recently announced the introduction of Ulta Beauty des-
tinations within Target stores. Owners and prospective 
buyers need even more innovations like this to draw in 
customers and make physical retail a smart move.

Innovations don’t just happen in stores; buyers and 
sellers also need to reimagine deals in ways that allow for 
more flexibility. Shopping center owners must recognize 
the existing challenges the category presents, while also 
factoring in the significant additional investments poten-

Staying Savvy in the Retail Space
By Daniel E. Rosenberg
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recreational facilities. In RV parks specifically, it’s import-
ant to offer conveniences catering to a life on the road. A 
laundry room, convenience store and gas station can all be 
helpful for people driving in and out. In both asset types, 
proximity to retail and community activities/entertain-
ment is also a factor. 

What financing options can smooth out 
seasonal cash flows? 
While manufactured housing attracts more permanent 
residents, RV park occupancy ebbs and flows with the sea-
sons—and so do cash flows. It’s important to keep this in 
mind when seeking financing, and see if your lender is able 
to offer any structural components to smooth out uneven 
seasonal cash flows. For example, one option is a prefunded 
debt service reserve that can be depleted during off season 
to keep up with debt service payments, and then replenished 
when business is booming in high season months.

With consumer demand for manufactured housing and 
RVs expected to remain steady for the foreseeable future, 
we should anticipate a continued influx of capital into 
these communities and demand from the residents that 
call them home. If you’re looking to finance either type of 
park, be sure to choose a lender who has a history in the 
sector and can offer the flexibility you need to execute the 
business plan and close the deal. n

Paul Letourneau is Manager, Commercial Loan 
Originations at Alliant Credit Union.

Learn more at  
www.alliantcreditunion.org/borrow/commercial-lending.

In spite of the pandemic disruption—or maybe because of 
it—2020 was a boom year for manufactured housing and 
RV parks. With stable to increased demand, these niche 
property types have experienced solid deal flow as inves-
tors looked for safe havens in which to place their capital. 

The appeal isn’t hard to see. Manufactured housing 
remains an affordable, alternative homeownership option 
as the cost of single-family housing continues to climb. RV 
parks, meanwhile, experienced a strong uptick in occupan-
cy and cash flows as Americans sought safe ways to travel 
during the pandemic and flee dense population areas. 
And, with the widespread adoption of remote work, more 
people are choosing to fulfill their dreams of traveling the 
country and working from a home on wheels—a trend that 
has staying power.

From a lender perspective, these markets are expected 
to remain attractive into 2021 and beyond. Investors look-
ing to purchase a manufactured housing community or 
RV park should keep the following factors in mind when 
seeking financing.

Does the park have a strong and diverse  
mix of tenants?
While high occupancy numbers are generally a sign of a 
healthy park, it’s important to look closely at the tenant 
mix. In manufactured housing communities, where homes 
are permanently affixed, lenders look more favorably at 
assets that have a high percentage of owner-occupied 
homes, rather than park-owned homes that are leased to 
renters. Those owners are likely to include a mix of resi-
dents who live in the park all year round as their primary 
residence, as well as others who visit regularly and view 
their park housing as a vacation home. A good example of 
both would be 55+ manufactured housing communities.

RV parks have a bit more varied mix of occupants. Some 
RV owners lease their spots for an entire year (or at least a 
season), but others are travelers who only stay for a short 
time. A park with a fully transient community is difficult 
to underwrite unless it is extremely well located and has a 
strong history of steady, high occupancy and cash flows. 
Lenders prefer a good mix of tenants to mitigate risk.

What amenities does the park offer?
In both manufactured housing communities and RV 
parks, residents and travelers alike are drawn to lifestyle 
amenities such as pools, clubhouses, boathouses and other 

Three Factors to Consider When Financing 
Manufactured Housing and RV Parks
By Paul Letourneau
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