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Case Study: Distressed Real Esiate

3220 Wade

Hampton Blvd.
By: Brent Freeman, CCIM

History of the Property
The office building located

3220 Wade Hampton Blvd wa
built in 2004 and is 12,000 9
When the recession started th
owner, a local home builder, p
it on the market for $875,00(
or $73 PSF. In August of 20
the price was reduced ftf
$395,000 or $33 PSF when t

lender took over the property.

The Real Estate Invest-
ment

A local real estate investor pa
$350,000 or $29 PSF in an
cash transaction closing in Sq
tember of 2010. Replaceme
cost of the improvements is $9
to $100 PSF or $1,080,000
$1,200,000 not including t
site. The new owner put thq
vacant space on the leasing

(continued from above?
Factors for Successful

Real Estate Investment
1. Buy real estate at or near t

0Bottombé of t
cycle (see article on real esta
cycles) _

2. Move quickly when opport
nities arise

3. A distressed seller, t
lender, had already written th
loan down and taken losses a
wanted to get the loan an

the real estate off the books.

ket for $7.50 NNN PSF. Th
fact the owner paid cash giv!
him the advantage of being

tient for the leasing market t
come back. If he leases the

tire building at his asking le
rate of $7.50 NNN PSF, his ca
-on-cash return in the first ye

would be as follows:

Cash Investment
$355,000 (includes $5,000 in
transactions costs)

Rent in Year 1
$90,000

January 11, 2011

Cash-on-cash return
25% ($90,000/355,000= 25%,
-In addition to the ongoing cas
flow and net income the inve
-tor now owns an asset. If yg
use a cap rate of 10% and a
vacancy factor to value the i
come stream, the office buildi
now has a value of $855,0(
(NOI of $85,500/.10= $855,00(
These are the extraordina
returns that are referenced i
the article in this newsletter o

0Real Estat e

(continued below)

A Tade (e e

4. Have a good marketing pl
in place to lease the vaca
space.

5. Work with a good real es
tate broker such as a CCIM th{
can make you aware of the

fleeting opportunities.

Why use a CCIM or
Certified Commercial
Investment Member
Cashon-cash returns, IRR, ma
ket analysis, vacancy factg
real estate cycles, debt covera
ratios, and cap rates. What d

these terms mean and how d
you analyze a commercial rg
estate investment? £CIM is
a recognized expert in the disq
plines of commercial and invej
ment real estate. The CCI
curriculum consists of cor
courses that incorporate th
essential CCIM skill sets: fing
cial analysis, market analy
user decision analysis, and
vestment analysis for commgq
cial investment real estate. F{
lowing the coursework, cand
dates must submit a portfolio g

| es ¢



Historic Chamber of
Commerce Building.
Spectrum manages,
leases, & provides
advisory services to
the owner of this
unique  downtown

property.

0The
up faster and
higher than
expected by

most

Brent Freeman, CCIM

—
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Case Study continued:

closed transactions showing
depth of experience in th
commercial investment fie
and pass a comprehensive {
amination to earn the CCI
designation. Only 6 percent
the estimated 150,000 re
estate practitioners nationwid

hold the CCIM designation. It
this knowledge and experieng
that can lead you to success
a distressed real estate markd
Please call any of our agents
discuss your commercial re
estate needs or to review yo
current portfolio. We will be

happy to locate a suitable o
portunity for you or your busi
ness and to review your exis
ing portfolio, or leases to dg
termine the optimal strateg

for you.

THE DYNAMICS OF A REAL ESTATE CYCLE
FROM BOOM TO BUST TO ROBUST
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UNDERSTANDING
REAL ESTATE CY-
CLES: THE KEY TO
SUCCESS IN THE
REAL ESTATE IN-

VESTING

By Brent L. Freeman, CCIM

Stephen A. Pyhrr, Ph.D., Senp

Managing Director of th

American Real Estate Socig

that oreal es
been the most significant und
lying reason for the financi
successes and failures of r
estate investments througho

hi st & rkpowledge of this
cyclical behavior provides a st
tegic advantage to an astute r¢
estate investor who seeks

reap extraordinary profits an
feturns achieved on the upsic
of the cycle but avoids the e

yreme losses that occur on th

has done extensive research §rdownside of the market cycle.
real estate cycles. He believigs

FIVE YBOrS e | e Ten1-El@ven Yaars 77— |

rn, “Real Estate Cycles and Their Strategic Implications for Investors and Portfolio Managers in the Global Econ-

REASONS FOR REAL
ESTATE CYCLES

Pyhrr believes that most re
estate investors view the phg
nomena of real estate cycles
otrendso6 and
capitalize the present econo
situation into perpetuity, actin
as if current trends (whatevg
they are) will continue foreve
This results in most investo
doing the wrong thing at th
wrong time, buying high a
selling low by doing what t
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Real Estate Cycles

crowd is doing. These facto
result in periods ofoverpriced
real estate and underpriced

real estate.

THE REAL ESTATE
CYCLE

The cycle goes up faster a
higher than is expected
most investors and the oppd
site is also true of the dow
side of the cycl@ it goes dow
faster and deeper than is e
pected. According to Pyhrr th
|l ast cycle o
occurred in 1986. Real esta
tax
changed in that year and t
stared the oD
market. Factors that led to th
1986 o0Bubblebd
real estate were:
e  Speculation
Overbuilding
Over Lending
Liberal Tax Shelters
Rapid Expansion of t
High Tech Sector
The bottom of the last cycl
occurred in 1991, five yea
after the mar
Characteristics at thd
oBottomdé in 1
Panic
No Lending
Foreclosures
Bank/S&L Failures
Bankruptcies
All of these characteristics a
present in the current re
estate market.

WHERE ARE WE ON THE
REAL ESTATE CYCLE?

At this point in time the bro
kers at Spectrum have se
improved properties decreas
in value by approximately 20

-Continued from pg. 2

to 30% from 2007 levels. The
are many reasons for this;

cancies have been rising as
recession lingers on, there is
lack of arms length compar
bles sales for appraisers to

as comps, demand for inve§
ment real estate is down d
to most all financial institutio
being pressured by bank regu
tors to stop lending on com
mercial real estate, most tran
actions that have occurred

the last three years have be
distressed sales and apprais
are reluctant to use thes

transactions as comps.

Financial institutions have be
forced by bank regulators t
stop doing real estate develo
ment loans, so the first compd
nent of this process, raw lan
has suffered the most. A Sp
trum client recently had thg
loan come due on a 33 ac
tract of raw land. The locatio
of this piece is stellar but th
appraisal came in at $500,0
when the loan balance w

$1,100,000.

The exception to this trend i
improved Class A propertie
that are at least 95% occupig
in stellar locations. These pro
erties have held their values a
real estate investors flee

these trophy properties

these uncertain times. If yd
own such a property and negq
to sell, contact one of our ex
perienced brokers for a fre

evaluation of your property.

At Spectrum Commerci
Properties, we believe the ne
0Bottomd wildl

18 to 24 months. Pyhrr stateg
6good timing

contrianism are key ingredien
to successful investing th

achieves abovmarket returns
over a long period of time an
investments must be boug
before cyclical trends are ful
reflected in real estate pric

and actiwei believe
there will be extraordinar
opportunities to invest in reg
estate in the coming month
(See article
Di stressed Re
lending for real estate is e
tremely tight (See article title
0Creative
Commerci al

banks are very interested
making loans on owner occ
pied real estate. If you own
successful, creditworthy bud
ness there are extraordinal
opportunities in the Upstatg

real estate market..

Pyhrr states

is the key element to success
real estate investingknowing
when to get in, when to ge

out , and wheuw

real estate professionals
Spectrum average almost
years of experience in the re
estate industry and have pd
sonally been through the co
plete real

can advise you about investi
in real estate with this exper
ence. Please contact one of 0
professionals listed on the fro
of this newsletter for a fred

consultation.

*SourcePyhrr, Roulac and
Bor n, OReal E
Their Strategic Implications fo
Investors and Portfolio
Managers in the Global Econ-
o my Jouwnal of Real Estate
ResearchVol. 18, No. 1, pp-7

68.

130 Industrial Drive ,
Greenville, SC
For Sale or Lease
Call Rob Brissie for
info.
864 414 2426

OWe bel
there will be
extraordinary

opportunities in

the coming
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ut
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COMMERCIAL
PROPERTIES

135 S. Main Street
Suite 800
Greenville, SC 29601

Phone: 864335-3030
Fax: 8643353031
Email:
Jack@SpectrumCarolinas.com

Spectrum provides propert
management, construction u
fitting ,energy optimization, an
leasing services for Kent Cou
25 E. Court Street a historid
property in downtown

Greenville, SC
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Creative Ways to Finance Commercial Real Estate

By Brent L. Freeman, CCIM

Interest rates are at or near historical lows while at the same time financial institutiond
not providing financing for commercial real estate, even to long time creditworthy cust
ers with long histories of investing in commercial real estate. At Spectrum Commerci

Properties we have seen financial institutions of all sizes from the small local banks tq
large national banks stopping most all financing of commercial real estate and at this

time we see no relief in the near term.

CASH IS KING NOW! Spectrum presents the following creative ways to finance co
mercial real estate:

1Margin Accounts - if you have securities with either a brokerage house or bank, the
will use your portfolio as collateral and will lend you 65% to 75% of the current value.

quick survey of firms revealed rates as low as 2%.

2.Owner Financing -if a real estate owner has no debt on the property the owner can
provide financing. If the loan-value is low then wrap financing may be available. This
of financing | eaves the existing | oan

isting financing.

3. Cash Value of Whole Life Insurance Policies -individuals with these polices can bg
row money against the cash value at very favorable rates.

4.6 Asset Bas e-inancibl estitdtions will allow the use of nomal estate as-
sets as collateral for loans. Examples of collateral are business assets, accounts recq

and other nonreal estate assets.

5. Owner Occupied Properties -if you own a creditworthy business banks are aggreq
sively pursuing loans to owner occupants when your business occupies more than 50

the property.

6.IRA/SEP Accounts -individuals can purchase commercial real estate within retireme
accounts and can even use leverage.

Pl ease contact one of Spectrumds exper
advantageous way to make your next commercial real estate purchase.

Spectrum Commercial Properties is a full service Commer-

cial Real Estate brokerage, Property Management, & leasing

firm. I'tds agents handle everythin
sites to multimillion dollar investment properties. Our mis-

sion is to provide the highest level of commercial real estate

service in the Carolinas and Georgia and to accomplish this

with the utmost professionalism, integrity, and personal ser-

vice. Please call us at 864 -335 3030 to discuss your per-
sonal portfolio strategies.
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