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Mall REITs good ports for a storm
U.S. mall REITs are well positioned to ride out economic turmoil, says a new report
from UBS Investment Research. The firm examined mall REIT performance during
the consumer-led recession of 1990 and found that even with declining sales, malls
enjoyed healthy leasing spreads, rent growth and occupancy rates. “In the 2001
recession, where sales slowed or turned negative for the regional mall players, NOI
[net operating income] growth may have slowed, but it remained positive across all
the regional mall players reviewed,” wrote analyst Jeffrey Spector in the report. “We
found that it has previously taken almost two years of slowing sales before malls face
declining rents.” Further, the report says, occupancy levels on the retail side have
remained more stable during recessionary times than those of the hotel and office sectors.

DEAL OF THE MONTH

Mall REIT comparable sales vs. NOI

U.S. occupancy levels (avg. for 50 markets)
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$8.2 million
Bloomington,
Ill.–based State
Farm Insurance
purchased a
45,600-square-
foot, freestanding
Publix store, at
Montclair Place, in
Birmingham, Ala.,
from Legg
Investments-
Montclair

$11.2 million
Colorado Springs,
Colo.–based
Sunrise Plaza LLC
sold the 104,469-
square-foot
Sunrise Village
Shopping Center,
in Thornton, Colo.,
to Boulder,
Colo.–based
Sunrise Partners in
a 1031 exchange

$12.4 million
H&A Commerce
purchased the
44,562-square-
foot Commerce
Corner, in the City
of Commerce,
Calif., from
Segundo,
Calif.–based
Investwest Group

$12.8 million
DIM Vastgoed, a
Dutch real estate
fund, bought the
82,741-square-
foot Whitaker
Square Shopping
Center, Winston-
Salem, N.C., from
Whitwood

$25.3 million
Ironwood
Hawthorne LLC
sold the 60,472-
square-foot
Hawthorne (Calif.)
Exchange center
to West 120th-
Hawthorne LLC in
a 1031 exchange

$30 million
New York
City–based
Stonemar
Properties and
New Hyde Park,
N.Y.–based Kimco
acquired the
355,000-square-
foot Jackson Plaza,
in Cookeville,
Tenn., from an
undisclosed seller

$90.5 million
Aliso Viejo,
Calif.–based Shea
Properties and
Miami Beach,
Fla.–based LNR
Property sold the
138,000-square-
foot Rivermark
Village, in Santa
Clara, Calif., to ING
Clarion Partners

$214 million
Augusta,
Ga.–based Hull
Storey Retail
Group sold an 11-
property, 3.8 mil-
lion-square-foot
shopping center
portfolio to
Atlanta-based
Hendon Properties

$540.8 million
CBL & Associates
and the Teachers’
Retirement System
of Illinois bought a
portfolio of retail
and office build-
ings in North
Carolina from
Greensboro–based
Starmount

$4 billion
In a sale-leaseback
transaction,
German conglom-
erate Arcandor
sold 49 percent of
its Karstadt com-
pany’s department
stores to RREEF,
Pirelli Real Estate
and the Borletti
Group
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Dollar doldrums
Will U.S. investors miss out on the global shopping center development bonanza because

of the weakness of the dollar? Not necessarily, experts say. The aggregate volume
of U.S. investment in foreign retail might well suffer over time. But there will still
be retail property opportunities that work, regardless of currency fluctuations,
sources say. “We haven’t been impacted by the decline of the dollar, because our
joint venture in Brazil was negotiated in dollars,” said Katie Reinsmidt, director of
investor relations at Chattanooga, Tenn.–based CBL & Associates Properties,
which recently signed a deal with Brazilian retail developer Tenco Realty to
develop a shopping center in Macaé, Brazil. CBL will initially invest about $15.3
million to acquire a 60 percent interest in the development.

The U.S. dollar, battered though it may be, is still the prime international currency in many
parts of the world. For deals that convert to local currency, however, there remains a
straightforward way for investors to mitigate currency risk, at least in the short term.
Forward contracts are fairly simple ways for the buyer to fix the exchange rate at the
time of the sales agreement, say, rather than when the actual payment is made a
few months later, when exchange rates might be very different.

Finally, some overseas markets are simply going to be worth investing in, barring a
catastrophic decline of the dollar. Whatever currency risk is involved at the
time of purchase is mitigated by the strong returns the investor will realize. In
fact, once established overseas, an investor will benefit from taking returns in
a currency that is strengthening against the dollar, just as Simon Property
Group has done with the 60 European and Asian properties it has acquired
over the past decade.

In short, currency risk is just one factor. A canny U.S. investor can still find
retail properties in strong markets, and given enough savvy, make the
numbers work. — Dees Stribling


