MAY 17, 2017
2 TIAA Unit Marketing Office Portfolio
2 Luxury Rentals Listed in Philadelphia
2 Rockpoint Team Shows Md. Offices
4 Lenovo Campus for Sale Near Raleigh
5 Lone Star Shops Offices in Atlanta
6 Tenant to Buy Boston Office Condo
6 TPG Pitches New Retail Center in NJ

Trinity Near Deal for Hudson Square Offices
Tishman Speyer is close to selling the leasehold interest in a Manhattan office
building to a Trinity Real Estate joint venture for roughly $615 million.
New York-based Trinity and its partner, sovereign wealth fund Norges Bank
Investment, have tentatively agreed to buy the 1.1 million-square-foot Saatchi &
Saatchi Building, at 375 Hudson Street. The discussed purchase price translates to
nearly $560/sf. Trinity, the real estate arm of Trinity Church, already owns the land
beneath the 19-story property, which is nearly fully leased.
New York-based Tishman quietly marketed the building last year via Eastdil
Secured, but no deal was struck. Some buyers were concerned because the
697,000-sf lease of lead tenant Saatchi & Saatchi expires next April. One buy-side
pro familiar with the property said Tishman still hasn’t secured a lease renewal
with the advertising agency, a tenant since Tishman constructed the property
See HUDSON on Page 12
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As Growth Slows, Staff Costs Squeeze Hotels
Rising labor costs are pinching hotel profits.
A shortage of available workers in a tightening job market, along with labor initiatives in various cities and states, is putting upward pressure on wages at a time
when revenue growth has begun to slow. And while hotel owners have trimmed staff
hours a bit, there’s a limit to how far they can cut and still maintain guest services.
The upshot, industry pros say, is that hotel investors — particularly those with
high-yield strategies — will find it harder to meet their return goals. “Labor cost is
a major problem on every hotelier’s radar,” said one acquisitions veteran.
The squeeze follows several years of rapidly rising occupancy and revenue that
outstripped cost increases. The occupancy rate for U.S. hotel rooms reached a record
65.5% last year and is expected to hover around 65% through 2021, according to CBRE
and STR. While that’s a mark of strong performance, it also puts demands on staffing.
“You’ve got the volume that requires a lot of employees,” said Robert Mandelbaum,
See SQUEEZE on Page 10

TIAA, Wealth Fund Pitch 685 Third Avenue
THE GRAPEVINE
Capital-markets pro Caitlin Simon
jumped to the brokerage side this month,
joining Cushman & Wakefield in New
York as a managing director of investor
services for the Eastern region. Simon
spent the last decade at Shorenstein
Properties, where she was a New Yorkbased vice president of capital transactions. At Cushman, Simon works with a
select group of institutional investors and
also drums up new business, including sales assignments. She reports to
See GRAPEVINE on Back Page

A TH Real Estate partnership is preparing to market a Midtown Manhattan office
building valued at about $450 million.
The 646,000-square-foot property, at 685 Third Avenue, is 93% occupied, according to CoStar. A buyer could seek to raise below-market rents on some leases when
they roll over.
The estimated value approaches $700/sf. At that price, the buyer’s initial
annual yield would be about 5%. CBRE is representing TH Real Estate, which is
the real estate investment arm of TIAA, and its partner, Australian Government
Future Fund.

The building was formerly occupied by pharmaceutical giant Pfizer, which acquired
it in 2003 from California State Teachers for $250 million, or $384/sf. In 2010, Pfizer
decided to vacate most of the property and sold it to TIAA for $190 million, or $293/sf.
In 2011, TIAA sold a 49.9% interest to the Australian sovereign wealth fund.
Renovations in 2012 and 2013 redesigned the entryway and lobby, upgraded the
See TIAA on Page 5
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TIAA Unit Marketing Office Portfolio
TH Real Estate is offering seven office properties valued at
about $500 million.
The 1.1 million-square-foot portfolio includes two properties in the San Diego area that account for about 40% of the
total space. There are also two properties in Northern Virginia
and one apiece in Boston, Seattle and Santa Clara, Calif.
TH Real Estate, which is an investment arm of TIAA, holds
the properties via its open-end U.S. Cities Fund series. It prefers to sell the portfolio intact, but will consider bids on individual properties or any combination. The $450/sf estimated
value translates to a 5.75% capitalization rate. Eastdil Secured
has the listing.
The portfolio is 89% occupied. Some of the properties carry
below-market rents, providing the potential to boost income as
leases roll over.
The largest property is the 327,000-sf Stonecrest Office Campus, at 9635-9680 Granite Ridge Drive in the San Diego submarket of Kearny Mesa. The five-building complex, which was
built between 1990 and 2003, is 91% occupied. TH Real Estate
bought it in 2003 from local developer American Assets for $74
million. The tenants include Chubb Insurance, Ellie Mae, Impact
Applications, Mercury Insurance, University of Phoenix and
Vitas Healthcare, according to CoStar. The complex includes a
fitness center and a delicatessen.
The other San Diego property is a 127,000-sf complex, called
Township 14, at 12670 and 12680 High Bluff Drive. It was built
in 1987 and renovated in 2014. The occupancy rate is 85%.
The Virginia properties are the 154,000-sf King Station 3,
at 1725 Duke Street in Alexandria, and a 100,000-sf building
at 2500 Wilson Boulevard in Arlington. Each is 81% occupied.
The Alexandria building was constructed in 1989 and last renovated in 2014. The Arlington building was constructed in 1986
and renovated in 2008.
The other properties are:
• 51 Sleeper Street (151,000 sf) in Boston. Built in 1929 and
renovated in 2006. Occupancy rate: 85%.
• World Trade Center North (133,000 sf), at 2401 Elliott
Avenue in Seattle. Built in 2000. Occupancy: 99%.
• 3111 Coronado Drive (127,000 sf) in Santa Clara. Built in
1984 and renovated in 2012. Occupancy: 100%. 

Luxury Rentals Listed in Philadelphia
A new luxury apartment tower is on the block in Philadelphia.
The 363-unit building, at 3601 Market Street in the University City neighborhood, could attract bids of about $160
million, or $440,000/unit. HFF is representing the developer, a
partnership between Redwood Capital Investment of Hanover,
Md., and Southern Land of Franklin, Tenn.
The 28-story property, which was completed in September,
is still in its initial leasing phase. The occupancy rate is about
88%. The units range in size from studios to two bedrooms and

have stainless-steel appliances, washer/dryers, quartz countertops, hardwood floors, floor-to-ceiling windows and balconies.
The amenities include a heated saltwater pool on the roof, a
fitness center, a business center, a doorman and a concierge.
The building is between North 36th and North 37th Streets,
a few blocks from the University of Pennsylvania and Drexel
University. It’s also close to University City Medical Center.
Philadelphia’s rental market has surged over the past five
years, as white-collar and university-related job growth has
created an expanded pool of young, affluent renters.
But development is expected to drag occupancy down a bit
this year. About 5,700 apartments will come on line, according
to Marcus & Millichap. The brokerage projects that the occupancy rate will slip by 40 bp, to 95.3%, although rents are on
track to grow an average of 4.5%. 

Rockpoint Team Shows Md. Offices
A Rockpoint Group partnership is pitching a well-leased
office building in a thriving suburb of Washington.
The 366,000-square-foot property, at 4550 Montgomery
Avenue in Bethesda, Md., is expected to fetch offers in the
vicinity of $400/sf, or $146 million. Boston-based Rockpoint
and MRP Realty of Washington have given the listing to Cushman
& Wakefield.

The Class-A building was one of three in Air Rights Center, a
689,000-sf complex that Rockpoint and MRP acquired for $205
million in 2013. The team completed a substantial renovation,
shored up leasing and renamed the campus Bethesda Crossing. It sold the other two buildings in 2015 to J.P. Morgan Asset
Management for $149 million.
The offered property, called Montgomery Tower, is 94%
occupied, close to the 95% average for Class-A offices in Bethesda’s Central Business District. Businesses have been relocating
into the neighborhood, drawn by its urban setting and access
to public transportation, including a Metro stop and a planned
light-rail line. Most notably, Marriott International is relocating
its headquarters to downtown Bethesda.
Montgomery Tower has 20 tenants, including the Cystic
Fibrosis Foundation, which recently signed a lease on 56,000
sf. A buyer could boost revenue by filling the approximately
22,000 sf of vacant space and by raising rents on leases that roll
over in the near term. In-place rents are almost 9% below the
average asking rate.
The Rockpoint team completed some $8 million of renovations that updated common spaces, redesigned the lobby and
added a conference center. There is also a fitness center, an outdoor terrace with seating, electric-car-charging stations and
on-site childcare. The building is designated LEED gold. 
Need to see the largest property sales that were completed
recently? Go to the Market section of REAlert.com
and click on “Largest Deals.” It’s free.
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London-based 90 North Real Estate and Azran Wealth of Dubai.
Lenovo uses the Class-A complex as the headquarters for
Investors are getting a crack at a suburban Raleigh office
its Enterprise Server Division, which has 1,800 employees and
campus that’s fully leased to technology giant Lenovo for
generated $4.6 billion of revenues last year. Its rent is $16.24/sf
another 10 years.
on a triple-net basis, with annual increases of 2.6%.
The 486,000-square-foot complex, in the Research Triangle
The lease has two renewal options, for five years each. The
Park submarket, is expected to attract bids of about $140 milmarketing campaign is emphasizing Lenovo’s commitment to
lion. At that $288/sf valuation, the Morrisville, N.C., propthe property, noting that the company has plowed $100 milerty would generate an initial annual yield of 5.6%. Cushman
lion into improvements since 2014. Lenovo has a $7.2 billion
& Wakefield is representing the seller, a partnership between
market capitalization and employs 60,000 people in more than
60 countries.
The three-building campus
is at 7001, 7501 and 8001 Development Drive. Two buildings,
totaling 446,000 sf, were developed between 1995 and 1998
and renovated in 2014. They are
designated LEED gold. The third
building, with 40,000 sf, was
completed in 2015. The 67-acre
property includes land suitable
for the development of another
100,000 sf.
The 90 North Real Estate partnership acquired the complex
in 2015 for $127 million from a
partnership between PhiladelUsing ALEX was
phia fund operator Rubenstein
a great experience.
Partners and Grubb Properties
of Charlotte. Cushman also broI was able to upload
kered that deal. 
my documents, make

Lenovo Campus for Sale Near Raleigh

edits and stay organized
throughout the entire
process. This saved
me valuable time.
—Joseph Back,

VP Originations, FM Capital

Borrowers and brokers can expedite their loan
process by up to 24 hours with ALEX. On your next
deal, take control with transparency, mobile access
and e-signature execution. And close your loan faster.
Quick. Easy. Efﬁcient. That’s ALEX

See the Difference on Your Next Loan
888.579.1762 | arborloanexpress.com

Got a Message for the
Real Estate Marketplace?
Your company’s advertisement
in Real Estate Alert will get
the word out to thousands of
professionals actively involved in
buying, selling and managing
real estate. For more
information, contact Mary
Romano at 201-234-3968 or
mromano@hspnews.com. Or
go to REAlert.com and click on
“Advertise.”
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Lone Star Shops Offices in Atlanta
Lone Star Funds is marketing an office building in the Buck-

pact, law firm Outten & Golden and Tribune Co., according to

CoStar.
The 93% occupancy rate exceeds the 86.4% average for the
45.8 million sf in the surrounding Grand Central submarket.
The area’s average asking rent was $76.12/sf in the first quarter.
The building was constructed in 1961, expanded in 1976
and completely overhauled in 1996. It has changed hands five
times in the past 20 years. CalSTRS bought it in 2000 for $210
million from a Blackacre Capital partnership. The Blackacre
team had acquired it two years earlier for $100 million from
Leucadia National, which bought it in 1995 for $50 million. 

head section of Atlanta that could fetch $95 million.
The 403,000-square-foot Resurgens Plaza is a Class-A tower
at 945 East Paces Ferry Road NE. Eastdil Secured is representing Dallas-based Lone Star.
The property is 82.3% leased and has asking rents of
$29.50/sf to $30.50/sf, according to CoStar. Major tenants
include RSUI Group (158,000 sf until 2020), Aptos (17,000 sf
until 2020) and Gallup (18,000 sf until Feb. 2018).
The occupancy rate is below
the 87% Class-A average in
Buckhead, according to JLL. The
submarket suffered from a glut
of office space during the downEXPERIENCE EXPERTISE EXECUTION
turn after overbuilding, but has
since rebounded strongly.
The 27-story building, which
sits atop a MARTA rail station, was constructed in 1989
and renovated in recent years.
A LEADING SOURCE OF INSTITUTIONAL
Lone Star paid special servicer
AND MAJOR PRIVATE CAPITAL EXPERTISE
CWCapital $64 million for the
Acquisition and Sales, Market Research and Capital Markets Solutions
building in 2014.
Dallas-based Behringer HarREPRESENTATIVE ACQUISITION OPPORTUNITIES
vard REIT 1, now called TIER
REIT, had bought the property
AVAILABLE
AVAILABLE
AVAILABLE
for $107.7 million in 2007, near
the top of the market. After the
crash, it sought unsuccessfully to
restructure an $82 million loan,
and CWCapital foreclosed in
Village Plaza at Augusta
The Market at Walnut Creek
Palmetto Plaza
2011. The occupancy rate fell as
Augusta, GA
Columbus, OH
Miami Gardens, FL
low as 61% in 2013, according to
425,928 SF
117,978 SF
173,866 SF
$35,560,000
TBD by Market
$31,750,000
servicer reports. 
■

TIAA ... From Page 1
elevators and turned a plaza into
a “pocket park.” Pfizer had spent
some $85 million on renovations that included upgrades of
the infrastructure systems, the
back-up generator and the shipping/receiving center and loading dock.
The building stretches from
East 43rd to East 44th Streets,
one block east of Grand Central
Terminal and two blocks west of
the United Nations. The tenants
include Commonwealth Land

Title Insurance, Commonwealth
Secretariat, Crain’s New York,
Foundation for the Global Com-

AVAILABLE

■

AVAILABLE

Greenport Commons
Shopping Center
Hudson, NY | 273,686 SF
TBD by Market

North Heights Plaza
Huber Heights, OH
182,453 SF
TBD by Market

For investment opportunities or additional information, contact:

Bill Rose

First Vice President/National Director, Retail
brose@ipausa.com | (858) 373-3132
Visit www.IPAusa.com to access investment opportunities and research reports.

www.IPAusa.com
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Berkadia is proud to announce
the $232m sale of Paciﬁc
Ridge – one of the largest
apartment transactions in San
Diego County history.
Contact us to learn more about
how our values deliver value
for our clients.
SAN DIEGO OFFICE
4275 Executive Square, Ste 900
La Jolla, CA 92037
858.683.7930

B E R KA D I A .CO M

A Berkshire Hathaway and Leucadia National
company. © 2017 Berkadia Real Estate Advisors
LLC. Berkadia® is a registered trademark of Berkadia
Proprietary Holding LLC. Investment sales/real estate
brokerage business is conducted exclusively by
Berkadia Real Estate Advisors LLC and Berkadia Real
Estate Advisors Inc. In California Berkadia Real Estate
Advisors Inc. conducts business under CA Real Estate
Broker Lic. #01931050. For state licensing details
visit: www.berkadia.com/legal/licensing.aspx.

Tenant to Buy Boston Office Condo
Dana-Farber Cancer Institute has agreed to buy the space it
occupies in a Boston office building for about $240 million.
Dana-Farber will acquire 204,000 square feet of the 414,000sf Longwood Center from a partnership that includes Charles
River Realty Investors and its National Development affiliate,
both of Newton, Mass. The 11-story, glass-encased property is
at 360 Longwood Avenue.
The main office of Dana-Farber, a research and treatment
center, is about two blocks away, at 450 Brookline Avenue. The
institute hired HFF last year to advise it on its contractual option
to buy its space in Longwood Center.
Space is at a premium in the surrounding 18 million-sf
Longwood Medical Center submarket. Hospitals, medicalresearch businesses and life-science institutions own much of
the commercial space, leaving little available for lease.
Longwood Center is adjacent to the Joslin Diabetes Center,
which originally planned to develop the 1.1-acre site itself.
But the center ultimately sold it in 2007 for $70 million to
the Charles River Realty partnership, which also includes
Alexandria Real Estate Equities of Pasadena, Calif., and Clarion
Partners of New York. That partnership’s plan to develop the
parcel stalled during the recession but revived in 2012. The
property was completed two years ago.
The partnership is retaining Longwood Center’s remaining
space, which is 60% occupied. 

TPG Pitches New Retail Center in NJ
TPG is marketing a new retail center in Northern New Jersey
that could attract bids of about $135 million.
The 382,000-square-foot property, in Teterboro, is fully
occupied. The offering encompasses the 61,000 sf of in-line
space and long-term ground leases on anchor stores occupied
by Costco and Wal-Mart.
At the estimated valuation, the buyer’s initial annual yield
would be 4.75%. Eastdil Secured is representing TPG, of Fort
Worth, Texas.
The weighted average remaining lease term is 17 years. The
leases will generate about $87 million of base rent over that period.
The in-line tenants include Petco and a stretch of eateries, known as Restaurant Row, that includes Blaze Pizza, BJ’s
Restaurant & Brewhouse, Chick-Fil-A, Chipotle, Habit Burger,
Panera and Texas Roadhouse.
The property, called Teterboro Landing, opened in phases
between 2015 and this year. It was constructed by a TPG unit,
Catellus Development of Oakland.
The retail center, which has 2,133 parking spaces, is on a
47-acre site at the intersection of Routes 46 and 17, just south
of Interstate 80 and adjacent to Teterboro Airport. A nearby
N.J. Transit station connects to Midtown Manhattan, about 15
miles away.
Some 155,000 cars pass the retail center daily. About 615,000
residents live within five miles. Teterboro is in Bergen County,
which has an average household income of $123,500. 

DESIGNING A
WORLD-CLASS
WORKPLACE FOR THE
COMPANY BUILDING
A WORLD-CLASS
SHOPPER NETWORK.

Integrating powerful data with the latest in workplace design, CBRE helped Bazaarvoice create an
environment that energizes their culture and drives collaboration, all while reducing space requirements
by 26%. That’s advantage delivered.
CBRE.com/ClientAdvantage

Build on
Advantage
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REIT Offering Las Vegas Retail Center
Weingarten Realty is marketing a Las Vegas shopping center
worth about $100 million.
The two-story property, in the Summerlin submarket,
encompasses 428,000 square feet of fully leased retail space and
37,000 sf of vacant office space. HFF is representing Weingarten,
a shopping-center REIT in Houston.
The retail center, called Best in the West, is on a 35-acre site
at the intersection of North Rainbow Boulevard and Lake Mead
Boulevard.
HFF is emphasizing the stable rent roll. Sixteen retailers,
which account for 70% of the space, have been tenants for at
least 15 years.
The occupants include Best Buy (47,000 sf), Jo Ann (46,000
sf), Babies R Us (39,000 sf), Stein Mart (31,000 sf) and Bed,
Bath & Beyond (28,000 sf).
According to marketing materials, a buyer could seek to
renegotiate Jo Ann’s lease, reducing the space to 25,000 sf —
the retailer’s more-typical store size — and then seek to lease
the vacated space at higher rents.
The office space, which is on the second floor, also offers
potential upside. Weingarten hasn’t sought to rent it.
Best in the West has a dedicated on/off ramp to Interstate
95 and can be seen from that highway, where some 147,000
vehicles pass daily. About 190,000 residents with an average

household income of $62,000 live within three miles.
Summerlin is a master-planned community adjacent to the
Red Rock Canyon National Conservation Area and about 10
miles from the Las Vegas Strip. It has 119,000 residents with an
average household income of $135,000. 

AvalonBay Lists More NJ Rentals
AvalonBay Communities has put another New Jersey apartment complex on the block.
The 334-unit property, in Watchung, has an estimated value
of $88 million, or $263,000/unit. HFF is representing AvalonBay, a REIT in Arlington, Va.
The 15-building complex, which AvalonBay completed it
in 2003, is 95% occupied. The apartments have 1-2 bedrooms,
washer/dryers, central air conditioning and balconies or patios.
Community amenities include two playgrounds, a fitness center, indoor and outdoor basketball courts and a swimming pool
with a sundeck.
The property, called Avalon Watchung, is at One Crystal
Ridge Drive, off Route 22 in a busy retail corridor on the border
of North Plainfield, about 30 miles southwest of Manhattan.
The listing comes a week after AvalonBay began marketing
the 312-unit Avalon Run East in the Trenton-area community
of Lawrenceville, N.J. That complex is expected to attract bids
of $90 million, or $288,000/unit. HFF is handing marketing. 

DebtX is Pleased to Announce the Following Sale

BIDDING SOON

$16 MILLION

Resort in the Dominican Republic
Emerging Market Opportunity
120,000+ square meters non-operating resort in the Dominican Republic with more than 525
linear meters of beach frontage. The property is being offered as REO.
This advertisement is an announcement only and does not constitute an offer to sell, nor is it a solicitation of an offer to buy, any assets or interest therein. Information concerning the
assets will be furnished only to persons who demonstrate to the satisfaction of DebtX that they have a level of ﬁnancial sophistication and resources sufﬁcient to evaluate and bear the risks
of an investment in the assets.
FOR MORE DETAILS CONTACT
Colin Leland at 617-531-3418, cleland@debtx.com
Ana Belen at 617-531-3458, aescobar@debtx.com
Or visit www.debtx.com
BOSTON
617 531-3400

ATLANTA
770 500-3836

NEW YORK
212 878-3654

SAN FRANCISCO
650 616-4174

FRANKFURT
+49 6975-93-8414

BIRMINGHAM
+44 2476-641-316

D C C A P I TA L M A R K E T S
FOR OUR CLIENTS

WE DELIVER
INSIGHT, SOLUTIONS, AND RESULTS

WATERGATE 600*

TERRELL PLACE*

PENTAGON CENTER*

Washington, DC
Office | 306,876 SF
DownREIT Structure

Washington, DC
Office | 424,807 SF
Joint Venture

Crystal City, VA
Office | 911,818 SF
Sale

8300 GREENSBORO &
1600 INTERNATIONAL DRIVE*

THREE & FOUR
CONSTITUTION SQUARE

3900 & 3939 WISCONSIN and
4250 CONNECTICUT AVENUE

Tysons, VA
Office | 307,514 SF
Joint Venture

Washington, DC
Office | 842,464 SF
Sale

Washington, DC
Redevelopment | 1.4M SF
Sale

500 N. CAPITOL STREET

2100 PENNSYLVANIA AVENUE

Washington, DC
Office | 231,341 SF
Joint Venture

Washington, DC
Redevelopment | 454,000 SF
Ground Lease

WASHINGTON, DC
METROPOLITAN PORTFOLIO
Six Office Assets | 1.2M SF
Sale

* FIRST 100 DAYS OF 2017,
CLOSED $1.5 BILLION IN TRANSACTIONS

IDEAS INTO ACTION
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Class-A Offices Shown in Mississippi
A rare offering of an institutional-quality office building in
Mississippi could attract bids topping $90 million.
The 324,000-square-foot property, called 200 Renaissance
at Colony Park, is within a large mixed-use development in
Ridgeland, just north of Jackson. The Class-A building is 99.5%
leased. It’s expected to trade at an initial annual yield of about
7%, indicating a price of $92 million, or $284/sf.
Marcus & Millichap is marketing the property for a partnership led by H.C. Bailey Cos., a local developer that completed the
building in 2009. The marketing campaign is targeting wealthy
individuals and other investors who could be attracted to the
relatively high yield on a core-quality property.
H.C. Bailey and its partners have developed 1.3 million sf of
office space so far in the 500-acre Colony Park, and previously
sold much of it. They also built, and still own, a 500,000-sf retail
property, Renaissance at Colony Park. That lifestyle center has
the state’s only Apple Store and other high-end stores, such as
Williams-Sonoma. The complex also includes hotels and residences. Costco is building its first store in the state in Colony
Park, and a Mercedes-Benz dealership recently opened.
The offered building is on a five-acre site just off Interstate
55. It’s designated LEED gold. Law firm Butler Snow is the largest of the 14 tenants, with 127,000 sf. The rent roll also includes
Regions Bank and Wells Fargo. There has been no turnover so
far. The overall occupancy rate in Colony Park is 98.5%.
A sale at or near the estimated value would be by far the
largest office transaction in Mississippi since at least 2001,
when Real Estate Alert’s Deal Database began tracking deals.
There have been just two trades worth at least $25 million in
that time. The largest was the sale two years ago of a 138,000-sf
medical-office property at 27 Veterans Drive in Hattiesburg for
$66.5 million, or $482/sf. 

Squeeze ... From Page 1
a director of research information services at CBRE.
Meanwhile, the cost of paying those workers is climbing.
Hourly compensation grew 4.9% last year, following a 3.3%
increase the year before. Hoteliers were able to contain the
costs somewhat by reducing the number of hours worked by
2% over the previous year. The net effect was that labor costs —
typically about half of a hotel’s operating budget — increased
2.8%, according to CBRE.
Hotel pros expect the trend to continue. The economy has
reached full employment, putting upward pressure on wages,
according to a Moody’s Analytics’ forecast. That’s resulted in a
shortage of workers, spanning from managerial roles to entrylevel positions.
State and municipal measures are also a factor. For example,
Seattle voters in November approved Initiative 124, which dictates employment terms for housekeepers, including workload
and compensation. Minimum-wage increases took effect in
some 19 states at the start of the year.
“There is real wage inflation that is taking place across the

industry,” said Mit Shah, founder and chief executive of Noble
Investment of Atlanta.
Changes in immigration policy also are likely to affect hotel
staffing. Immigrants account for nearly one-third of the 8 million people employed by U.S. hotels, according to the American
Hotel and Lodging Association. The future of the temporaryworker visa programs that many hotels rely upon, especially
for seasonal labor, is unclear. And to the extent that undocumented workers are part of the mix, Trump Administration
efforts to crack down on illegal immigration are expected to
reduce their number.
The tighter job market comes as revenue growth is declining. The flattening of occupancy rates has slowed increases in
room rates, whittling away at revenue gains. Revenue per room
is projected to grow 3% this year, down slightly from 3.2% last
year. That will be followed by diminishing gains of 2.5% in 2018
and 1.7% in 2019, according to CBRE.
“With those dynamics, unless you do something different,
profitability will back up,” said Monty Bennett, founder and
chairman of Dallas-based Ashford Group, which operates two
public REITs, Ashford Hospitality and Ashford Hospitality
Prime. “It requires some fancy footwork on our part to maintain and increase profitability levels.”
Owners are looking to keep costs down by, for example,
using technology to adjust staffing schedules according to guest
reservations, or to automate check-in. Other options include
reducing hours for restaurants and room service, replacing
food services with “grab-and-go” meals and eliminating services such as the concierge desk.
“How do we change the way of doing business to be more
efficient, to take costs out of the system — that is something that is very much being focused on by the sector at the
moment,” said Shah of Noble Investment.
But hoteliers can only do so much to limit the impact of rising labor costs while continuing to provide the services that
their guests expect — and in many cases, that their brand agreements demand. Eventually, “the bottom line gets impacted and
it translates into a lower return,” said David Blatt, chief executive of CapStack Partners of New York, which arranges debt and
equity for hotels and other properties.
Lower returns will ultimately tamp down valuations, and
potentially the ability to sell or refinance hotels. In particular,
buyers whose strategies rely on increasing efficiency to boost
value face a tougher challenge. One hotel lender said that’s
affecting the way deals are underwritten. “We are clearly
seeing it when we are looking at deals now, labor costs are
becoming the issue,” the lender said. “If the story is always,
‘I will own it, I will manage it better’ — it’s a harder story for
us to buy.” 
Planning Your Travel Schedule?
Check out the most comprehensive listing of upcoming
real estate conferences — in the Market section of REAlert.com.
Just click on “Conference Calendar.”

REALINSIGHT

TM

MARKETPLACE

Newmark Grubb Knight Frank is pleased to partner with RealINSIGHT Marketplace on the sale of the following
newly available properties. RealINSIGHT Marketplace has simpliﬁed the acquisition process and offers investors
the opportunity to purchase a variety of asset types and classes including REO and non-performing loans secured by
hospitality, multifamily, ofﬁce, retail, and industrial properties in an online auction platform.

June 1st REO and Non-performing Note Sale

Summit Ridge Business Park

SAN DIEGO, CA

Occupancy

Square Footage

Avg. In-Place Rent

100%

133,841

$15.24 PSF, NNN

Remaining Lease Term
4.84 Years

June 14th REO and Non-performing Note Sale

Cobblestone Shopping Center

REDDING, CA

Occupancy

Square Footage

Avg. In-Place Rent

25.1%

122,091

$16.73 PSF, NNN

Vail Ranch

TEMECULA, CA

Occupancy

Square Footage

Avg. In-Place Rent

84.7%

61,504

$19.68 PSF, MG

Bullshead Plaza

Remaining Lease Term
1.86 Years

ROCHESTER, NY

Occupancy

Square Footage

Avg. In-Place Rent

40%

80,620

$9.43 PSF, Gross

Perryville Station

Remaining Lease Term
2.55 Years

Remaining Lease Term
2.3 Years

PERRYVILLE, MD

Occupancy

Square Footage

Avg. In-Place Rent

83.6%

59,691

$14.86 PSF, NNN

Non-Perfoming Loan: Industrial
Occupancy

Square Footage

63.0%

24,000

Occupancy

Square Footage

100%

44,988

HENDERSON, NV

Unpaid Principal Balance
$1,521,000

Non-Perfoming Loan: Best Buy

Remaining Lease Term
8.7 Years

Remaining Lease Term
2.24 Years

OCOEE, FL

Unpaid Principal Balance
$5,718,000

Remaining Lease Term
3.25 Years

PROPERTY CONTACTS
SEAN FULP | Executive Managing Director
Newmark Grubb Knight Frank
D 310.407.6596
sfulp@ngkf.com | CA RE License # 01389064

THOMAS E. DOBROWSKI | Executive Managing Director
Newmark Grubb Knight Frank
D 212.372.0751
tdobrowski@ngkf.com | NY RE License # 10301211787

REALINSIGHT
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Park Hill’s Broker Push Just Starting
Park Hill Real Estate, an active placement agent, is preparing to broaden its push into capital markets, including property
brokerage.
On the heels of hiring market veteran Jeffrey Baker to
oversee the expansion, Park Hill is preparing to recruit more
staffers. The advisory firm plans to hire at least several more
pros at its New York headquarters. And it could look to add
positions in Chicago, San Francisco and Europe over the
next few years as it builds out the platform, which will handle investment sales, recapitalizations and the placement of
equity and debt.
Before Baker’s hiring as a partner two weeks ago, Park Hill
occasionally handled capital-markets assignments that grew
out of its traditional role of raising equity for funds and other
investment vehicles. But now it is actively pursuing such business. In an email to friends and associates announcing his
move, Baker said he has “responsibility for leading and growing” the capital-markets business.
Baker was previously an executive managing director of
Savills Studley’s New York office. He had spent 15 years with
the firm and its predecessors.
Three other Savills staffers made the move with Baker,
including Graham Hobbs, who retains the title of managing
director. The others are Wade Hazelton, named a director at
Park Hill, and production associate Kelly Morris.
Park Hill was launched in 2005 as an affiliate of Blackstone.
It was spun off in 2015, along with Blackstone’s financial-advisory operations, to form PJT Partners. 

from Deutsche Asset Management. It put the property on the
market in 2014, but ended up retaining it. 

Hudson ... From Page 1
in 1987.
Other tenants in the building include digital-marketing agency
Mry, publisher Penguin Random House, Turner Construction and
ZenithOptimedia.

The property, whose alternate address is 279-311 West Houston Street, has entrances on Hudson and West Houston Streets.
It’s in the Hudson Square submarket. The amenities include a
newsstand, a fitness center and a rooftop running track.
In 2015, Trinity brought Norges in as minority partner in 11
buildings, totaling 4.9 million sf, in Hudson Square. The transaction valued the portfolio at $3.5 billion. Norges subsequently
increased its stake to 48%. Trinity owns 51%, and Houstonbased Hines, the property manager, owns the remaining 1%. In
forming their partnership, Trinity and Norges agreed to invest
jointly in future deals.
Trinity Church, at Broadway and Wall Street, was deeded
215 acres of Manhattan farmland in 1705 by Great Britain’s
Queen Anne. The Episcopal church has since sold or given
away much of those holdings, but still owns some 40% of the
land in Hudson Square, which in recent years has been converted from a printing and manufacturing hub to a center for
media and technology firms. 

NEW DEALS

Baltimore-Area Offices on the Block

Wisconsin Industrial Properties

Guardian Realty Investors is pitching a suburban Baltimore
office property as a core-plus play.
Dulaney Center, in Towson, Md., encompasses two office
buildings with 316,000 square feet and a 1,542-space garage.
It’s expected to fetch bids topping $60 million, or $190/sf.
Guardian, a fund operator in North Bethesda, Md., has listed
the property with HFF.
The buildings, at 901 Dulaney Valley Road and 849 Fairmount Avenue, are on either side of a Sheraton hotel and across
the avenue from Towson Town Center, an upscale mall. The
marketing pitch is emphasizing that a buyer could boost revenues immediately by increasing rates at the garage, which is
also adjacent to the hotel.
The office tenancy is stabilized. The property is 88% leased
to 29 tenants, almost half of which have been in the complex
for 10 years or more. The weighted average remaining lease
term is almost five years. Leases for an average of 7% of the
space expire annually through 2028, providing some opportunity to gradually lift rents.
The office buildings, completed in 1983 and 1987, recently
underwent almost $3 million of improvements. Towson is a welldeveloped area about 10 miles north of downtown Baltimore.
Guardian acquired the complex in 2007 for $52.9 million

Angelo, Gordon & Co. paid $32 million for three suburban Milwaukee industrial buildings totaling 629,000 square feet. The deal,
which closed this month, was a sale-leaseback play. The properties
are fully occupied by dairy-products producer Gehl Foods, which
signed a 20-year triple-net lease with rent bumps. Avison Young
represented the seller, Chicago private equity firm Wind Point
Partners, which owns Gehl. The buildings are within a few miles
of one another in Germantown, Wis. Gehl has invested more than
$100 million in specialized equipment and other improvements
at the facilities. A fourth building was initially marketed as as part
of the package, but wasn’t included in the deal.

Suburban Boston Office Recap
KS Partners formed a joint venture with Contrarian Capital to
recapitalize a 1 million-square-foot office park in Andover, Mass.
The unbrokered deal last week valued the property at $90 million,
for an initial annual yield of 7.25%. Boston-based KS had owned
the property, Andover Landing at Brickstone, in a partnership
with Oaktree Capital of Los Angeles. Contrarian, of Greenwich,
Conn., replaced Oaktree in the ownership. The KS-Oaktree team
acquired the four-building campus for $59.5 million in 2014. The
new partnership will work on lifting the 70% occupancy rate. 
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Brooklyn Apartments Out for Bid

Delaware Apartments Up for Grabs

Two Brooklyn apartment buildings are being pitched to
value-added investors with an asking price of $59.5 million.
The properties, which encompass 132 units, are at 921 and
941 Washington Avenue, along Prospect Park in the Crown
Heights neighborhood. At the asking price of $451,000/unit,
the buyer’s initial annual yield would be 3.2%. The unidentified owner, a local investor, is offering the buildings jointly
via Marcus & Millichap’s Institutional Property Advisors arm.
All but 58 of the units are subjected to rent restrictions. Four
of the market-rate apartments are vacant, and one is occupied
rent-free by the superintendent of both buildings.
A buyer could seek to boost its yield by reconfiguring units
to command higher rents or by converting them to residential
condominiums. The current income is “less than 40% of today’s
conservative market-rate potential,” according to marketing
materials.
The six-story buildings, which are on opposite sides of
Montgomery Street, come with 85,000 square feet of air rights
that could be used to add floors. Seventy-four units have one
bedroom and 32 have two. The balance is made up of studios or
apartments with 3-4 bedrooms.
The 80-unit building at 921 Washington Avenue was built
in 1928, according to StreetEasy. The 52-unit building at 941
Washington Avenue was built in 1925 and includes a streetlevel supermarket with annual rent of roughly $110,000.
The buildings are across from the Brooklyn Botanical Garden at the northeast edge of Prospect Park. 

A partnership is pitching a Wilmington, Del., apartment
complex as a value-added play.
The 301-unit Brandywine Hundred Apartments, at 400 and
402 Foulk Road, is expected to attract bids of $52 million, or
$173,000/unit. HFF is representing the owners, Korman Residential Properties of Blue Bell, Pa., and CenterSquare Investment of Plymouth Meeting, Pa.
The complex is 95% occupied, in line with the average for
Wilmington, according to Multifamily Realty.
The pitch is that a buyer could boost its return by continuing a recent renovation program that already has seen updated
units command rents $150 higher than unimproved ones.
Korman and CenterSquare so far have renovated 49 apartments, adding stainless-steel appliances and other updated
features.
Brandywine Hundred consists of two Y-shaped buildings
with six stories that were constructed in 1959. They encompass
a mix of one- to three-bedroom units with balconies and walkin closets. Community amenities include a fitness center, tennis courts and a swimming pool with a sundeck.
The complex is on an 11-acre site on Wilmington’s north
side. It is a half-mile east of Route 202, a busy shopping and
dining corridor, and two miles north of Interstate 95. 

TA Shops Offices in Suburban Boston
TA Realty is marketing an office complex in the Boston suburb of Waltham, Mass., that is expected to attract bids topping
$52 million.
The 300,000-square-foot Totten Pond Office Park encompasses three buildings at 400, 410 and 460 Totten Pond Road.
Boston-based TA has given the listing to Newmark Grubb.
The property is 91% occupied. The pitch is that a buyer could
lift below-market rents as leases expire. Leases for 30% of the
space roll over within three years, and their rents are almost
18% below the average asking rate in Waltham.
A buyer also could work to fill the 28,000 sf of vacant
space.
The tenant roster encompasses 45 companies across a mix
of industries. Among them are Boston Biomedical Consultants,
Building Engines, Cytel, Mass Electric Construction, Milestones
Day School, Moody’s Analytics and Transitions Program.
The buildings are part of a cluster of Class-B offices in
Waltham that have registered rent growth of 30% since 2013.
They are on a 15-acre site just off Route 128, surrounded by
retail centers, restaurants and hotels.
TA purchased the park from Equus Capital of Yardley, Pa.,
in 2013 for $47 million, in a deal brokered by Cushman &
Wakefield. 

Register with code ‘HSP’ for 10% savings

Regulatory uncertainty continues in the retail alternative
investment industry... Join IMN on June 12-13 in
New York as we provide clarity on all of the critical
issues impacting your business

Call: 1-212-901-0542 | Email: amelvin@imn.org
www.imn.org/nyreits17
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‘Magnificent Mile’ Offices for Sale
A CIM Group joint venture is marketing an office condominium along Chicago’s Magnificent Mile.
The 290,000-square-foot block of space, valued at about $75
million, encompasses the upper 23 floors of the 27-story tower
at 625 North Michigan Avenue. The four lower floors, which
contain high-end retail space leased to Coach and Timberland,
are separately owned.
The condo is being pitched as stabilized, but offering the
potential to lease vacant space and raise rents that are 20%
below market as leases roll over. HFF is representing Los Angeles-based CIM and its partner, Golub & Co. of Chicago.
The space is 85% occupied, below the 89% average for the
surrounding North Michigan submarket. That 11 million-sf
market is positioned to benefit from spillover leasing demand
from the adjacent River North market, which is 95% occupied.

The building at 625 North Michigan was completed in 1970
and has undergone several renovations, most recently in 2007.
It includes fitness and conference centers, a bike room and a
game room. It’s at Ontario Street, amid the trendy shops, restaurants and hotels that comprise the Magnificent Mile.
Golub first had an ownership stake in 2007, when it teamed
up with an Anglo Irish Bank syndicate to acquire the entire
building for $112 million.
Anglo Irish saw many of its real estate investments collapse during the downturn, including 625 North Michigan.
A lender took over the building and sold it in 2013 to Tribeca
Holdings of London for about $108 million. Tribeca retained
the 39,000 sf of retail space on the first four floors and then
flipped the office portion to Golub for an undisclosed price.
CIM acquired its stake in 2015 in a deal that valued the office
condo at $48 million. At the time, the office space was just
71% occupied. 
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Midtown NY Office/Showrooms Listed
An office/showroom building in Manhattan’s East Midtown
district is on the market with expectations that bids will come
in around $60 million.
The 58,000-square-foot Fine Arts Building, at 232 East 59th
Street, is roughly 85% occupied, but is being pitched as a stable
investment based on its cashflow. At the estimated value, a buyer’s initial annual yield would be 4.5% to 5%.
Colliers Intentional is representing an unidentified foreign
individual, who bought the property from the Battaglia family
in 2013 for $34 million.
The 8,600-sf floorplates have limited columns, making
them ideal for firms that use portions of their space as showrooms for luxury home furnishings and interior design. The

rent roll includes Bennison, Chelsea Editions, Dessin Fournir,
Gerald Bland, Julius Lowy Framing & Restoration and Michael
Dawkins.

The property, on the south side of East 59th Street between
Second and Third Avenues, was developed in 1908 as a carriage house for Bloomingdale’s department store, one block
west. The Battaglia family acquired it in the 1950s from heirs
of the store’s founders and converted it to its current use in
1962.
The Fine Arts Building has 75 feet of frontage along East
59th Street and is close to several other properties that house
design firms, including the Decorations and Design Building.
It’s less than a block from the ramps to the Ed Koch Queensboro Bridge and less than two blocks from a subway station on
Lexington Avenue. 

MARKET SPOTLIGHT

Atlanta-Area Office Properties




Class-A rents have risen 13 straight quarters to a record high of $26.81/square foot, according to CBRE.
The trend is expected to continue for the rest of the year, fueled partly by new buildings with high rents.
Coca-Cola’s departure from a property in the Northwest submarket accounted for most of the 90-bp
decline in the suburban Class-A occupancy rate in first quarter, according to JLL. The rate fell to 85.5%.
With workers increasingly desiring shorter commutes, tenant demand has risen for properties close to
the Interstate system or MARTA rail stations, according to Marcus & Millichap. That, in turn, has pushed
capitalization rates for such buildings down to the range of 5% to 6.5%.

On the Market

		
Property
Seller
Concourse Corporate Center
Abu Dhabi Inv. Council partnership
Regions Plaza
Siguler Guff, Crocker Partners
Galleria 400 & 600
Ohio State Teachers
University Office Park
DRA Advisors
Resurgens Plaza
Lone Star Funds
Johns Creek Portfolio, Suwanee
Allegiancy

Hit
Market
May
April
May
March
May
April

SF
(000)
2,200
503
862
1,200
403
277

Estimated Value
($Mil.)
(Per SF)
$580
$265
170
340
165
191
120
100
95
236
27
97

Broker
Eastdil Secured
Eastdil Secured
Eastdil Secured
CBRE
Eastdil Secured
CBRE

Closed
May
(Pending)
(Pending)
(Pending)
February
March
February
(Pending)
(Pending)
(Pending)

SF
(000)
542
996
819
622
450
414
317
340
418
217

Sales Price
($Mil.)
(Per SF)
$182
$335
166
167
160
195
86
138
83
185
69
167
56
177
48
141
47
112
36
166

Broker
Eastdil Secured
Cushman & Wakefield
Cushman & Wakefield
CBRE
CBRE
Eastdil Secured
Cushman & Wakefield
Cushman & Wakefield
CBRE
Cushman & Wakefield

Recent Deals

			
Property
Buyer
BB&T Tower
Lionstone Investments
American Cancer Society Center
Carter Validus
Piedmont Center North
(Unidentified)
100 Peachtree Street NW
Zeller Realty
Crown Pointe, Dunwoody
KBS Strategic Opportunity REIT
Galleria 100
Childress Klein Properties
Premier Plaza 1&2
Zeller Realty
Deerfield/Windward, Alpharetta
TerraCap Management
The Pointe
Dilweg Cos.
730 Midtown (730 Peachtree Street)
(Unidentified)
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THE GRAPEVINE
... From Page 1

capital-markets chief Noble Carpenter.
Executive search firm RETS Associates
arranged the hire.
Newmark Grubb continues to expand

its retail investment-sales team, with
more hiring on the horizon. This
month, it brought in Drew Fleming and
Mark Joines as managing directors
in Atlanta. They cover the Southeast
— excluding Florida, where the
firm hopes to make a separate hire
soon. Fleming and Joines came from
Cushman & Wakefield, where they were
senior directors for nearly three years.
They previously worked together at
Cassidy Turley. Newmark increased its
retail sales volume more than tenfold
last year as it climbed into the top
five of Real Estate Alert’s retail broker
ranking. It added a retail team in
Seattle earlier this year and is actively
recruiting in Chicago and Dallas.
Michael Lefton has rejoined Starwood
Capital as a managing director on the

capital-raising team. He started late last
month at the fund operator’s headquarters in Greenwich, Conn., working
under vice chairman and chief financial officer Jerry Silvey. Lefton most
recently was a managing director at
Cadre, a New York investment shop that
primarily provides joint-venture equity.
Before that, he spent about 11 years at
Starwood, leaving as a director.
HFF has added a second broker to
its retail team in the Carolinas. Ted
Hill started Monday as an associate

director in Charlotte. He and associate
director Tom Kolarczyk, who arrived
in September, co-lead retail investment sales in the region. Hill had been
a vice president at local investment
and development firm Vision Ventures,
where he spent more than eight years.
He had a previous stint at brokerage Sperry Van Ness. Kolarczyk was a
co-founder of Charlotte advisory shop
Verris Capital.

Apartment acquisitions pro Ryan
Andrade has left TruAmerica Multifamily
to devote himself full-time to Tides
Equities, a Beverly Hills investment
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shop he co-founded last year with Sean
Kia and Michael Singer. Andrade joined
Los Angeles-based TruAmerica in
2015 and before that spent two years at
Freddie Mac. Tides pursues apartment
investments in the Western U.S.,
particularly Phoenix.
Brookfield Asset Management has added

a staffer in New York to work on U.S.
investments. Alexander Elawadi joined
the Toronto investment giant several
weeks ago, after about two years as a vice
president in New York for Washingtonbased Carlyle Group. Elawadi previously
worked at Rockwood Capital, RBC Capital
and Bank of America.
Meanwhile, Carlyle Group has added
a vice president in New York. The
Washington fund operator rehired
Marius Jungerhans to work on
acquisitions. He reports to managing
director Jason Hart. Jungerhans came
from the family of office of Daniel
Strauss, chief executive of senior-living
firm CareOne. He joined that shop in
2014 after three years at Carlyle and had
previous stints at Clarett Group, Tishman
Speyer and Goldman Sachs.
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