
Developers Diversified Realty
Corp. agreed to acquire 297 gro-
cery-anchored centers totaling
43.6 million square feet from
Inland Retail Real Estate. The
deal includes a $2.5 billion joint
venture between Developers
Diversified and TIAA-CREF to own
and operate 67 of the properties.
“This deal will be a transforma-
tive event for our company,” said
Developers Diversified CEO Scott
A. Wolstein. “This will dispel any
notions that our assets are demo-
graphically challenged or not up
to the growth metrics of our
peers. We will emerge with a
dream portfolio.”

$6.2 billion

Prudential Real Estate Investors
contributed equity to Kimco Real-
ty’s $4 billion deal to acquire the
22.6 million-square-foot Pan
Pacific Retail Properties portfolio.

$1.1 billion

Scottsdale, Ariz.–based GE Capi-
tal Solutions agreed to buy Orlan-
do, Fla.–based restaurant retail
REIT Trustreet Properties, which
owns 2,015 restaurant buildings
leased to fast-food chains.

$1 billion

Developers Diversified Realty
bought a 50 percent stake in
Brazil’s largest retail landlord,
Sonae Sierra Brazil, which con-
trols nine Brazilian properties
totaling 3.4 million square feet.

$150 million

Joseph Freed and Associates sold
the 275,000-square-foot North-
point Center in Arlington, Va.
AmCap and Hart Realty Advisers
bought the center on behalf of an
institutional investor.

$62.8 million

Taubman Centers gained more
control of its 1.3 million-square-
foot Sunvalley mall in Concord,
Calif., by buying the land beneath
the property from a trust con-
trolled by Wells Fargo.

$42.5 million

Glimcher Ventures Southwest sold
a 46-acre portion of the planned
Parke West retail center in Peo-
ria, Ariz., to General Growth. The
two companies will oversee con-
struction and management of the
center, which is set to open next
October.

$28 million
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The shadow knows

Public REIT capital issuance
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over past 5 years over next 3 yearss

CBL 3 6

Forest City 4 3

General Growth 14 17

Macerich 4 5

Simon 5 9

Taubman 1 1

Westfield 8 10

Total 39 51

Source: Merrill Lynch

Senior debt is still the preferred way to raise capital among retail REITs.
Over the 12 months ended Oct. 25, senior debt represented nearly 75
percent of the sector’s total capital raised. Common stock is far more
popular with nonretail REITs than it is with their retail brethren, as compa-
nies exploit share prices and strengthen their capacity for debt.

Lenders have grown more willing to
finance deals involving shadow-
anchored shopping centers, particu-
larly those involving pools of several
such properties, said speakers at
ICSC’s Southeast Conference, in
Atlanta, in September.

The term “shadow anchored”
refers to a center that does not
itself have an anchor but feeds off a
nearby retailer’s traffic. “When you
get four or five of these unanchored
centers in a good location, that cuts
the risk,” said Charles Michael Prior,
vice president of investments at
Protective Life Insurance. “It’s a
smaller version of a CMBS pool.”
The nature of the shadow-anchored
center is changing as well, expand-

ing to include more than just the typ-
ical unanchored open-air property
across the street from a big box,
lenders say. “We have a number of
borrowers who have had to sell the
anchor space in their center to the
retailer and are left with only the
shadow space,” said Prior. 

Cap rates on shadow-anchored
deals are expected to average 6.8% by
year-end according to Real Capital Ana-
lytics. Five years ago, shadow-
anchored deals garnered an average
cap rate of 9.8 percent.

“The shadows keep getting longer,
too,” said Thomas Butsch, executive
vice president of Regions Bank. “The
distance grows every time I get a new
package.”
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Only a tiny handful of malls have closed in the past
decade, and among those that have, it’s because of
the “better mousetrap effect,” according to Merrill
Lynch’s team of mall REIT analysts. The descrip-
tion, derived from Ralph Waldo Emerson’s quote
“If you build a better mousetrap … the world will
beat a path to your door,” applies to about 65 per-
cent of the 115 U.S. malls that have shut down
in the past 10 years, analyst Steve Sakwa says in
a report. “In almost two out of three cases, a sig-
nificantly better mall in size, layout, retail tenants,
etc., began to steal market share from weaker, less
dominant malls,” he wrote. The second reason for mall
closures was a shift in demographics. “In about 27 per-
cent of the cases, the consumer was pushed away from one
mall location and toward another,” Sakwa wrote. The third rea-
son malls closed was, he said, an excessive amount of mall
space in a market relative to the level of consumer demand.
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Mall density
Mall square footage 

per household in 10 largest 
U.S. markets

1996 2006

New York City 7.18 sf 6.37 sf

Los Angeles 10.31 9.57

Chicago 11.00 9.12

Washington, D.C. 12.32 11.26

San Francisco 8.58 9.03

Boston 10.44 10.96

Philadelphia 10.24 9.84

Dallas 13.18 11.17

Detroit 10.60 9.80

Miami 11.32 11.17

Sources: Directory of Major Malls; 
Merrill Lynch; National Research Bureau

Hard policyBetter mousetraps
Lenders want to see more proof
of insurance these days before
they sign off on shopping center
deals, speakers said at ICSC’s
Southeast Conference, in Atlanta,
in September. Currently, broker-
supplied documents such as an
Accord 28 are acceptable as
proof of insurance. “Just about
everybody closes with an accord
agreement,” said Charles Michael
Prior, vice president of invest-
ments at Birmingham, Ala.–based
Protective Life Insurance. “But
third parties may not rely on this
document anymore. Borrowers
may be forced to have policy in
hand at closings.”

               


