
CAPITAL MARKETS REVIEW
Shopping Center Business presents Capital Markets Review compiled by Gary Saykaly, Van Barron and 
H.L. Jackson III. Based in Atlanta, Saykaly and Barron are managing partners of  BridgePointe Advisors. 
Jackson is director of  the company’s investment group. BridgePointe is an entity that creates wealth for its 
clients’ real estate portfolios through innovative capital and investment solutions, including debt, equity, 
joint ventures and investment sales.

As of  the time of  this commentary (August 12, 2007), real 
estate participants should be fully aware of  the current 
state of  the Commercial Mortgage Backed Securities 

-HRGX. rfwpjy fsi nyx nrufhy yt ăsfshnslx fsi fhvznxnyntsx4
inxutxnyntsx3 Ymj xzg2uwnrj nxxzjx mf{j ăqyjwji ymwtzlm yt fqq 
ă}ji nshtrj4xywzhyzwji ăsfshj uwtizhyx1 nshqzinsl ymj htwut-
rate bond market and commercial mortgage backed securities 
market. There is a massive re-pricing of  risk in the market.   

High leverage 10-year interest-only loans (a key driver of  the 
aggressive investment market) have evaporated. CMBS spreads 
have widened to 180 to 200 basis points above the treasury. 
Borrower applications are being terminated. Lenders are using 
the “material adverse change” clause to not honor rate locks, 
and buyers are getting retraded by their lender on not only 
spread but loan proceeds and, as a result, are retrading sellers 
on price. Lenders are closing shop as their credit lines are pulled 
or because of  their repo market capitalization, etc.   

There are two schools of  thought right now: (1) The sky is not 
falling but is going through an adjustment period. On a positive 
note, treasury rates have dropped; there is ample investment 
hfunyfq ns ymj rfwpjy1 fsi ijrfsi ktw ă}ji2nshtrj xjhzwn-
ties by European and institutional investors should increase 
in September and provide a level of  support for the market. 
Also, CMBS returns relative to treasury returns are looking 

much more attractive and should start attracting demand; the 
market is still in a capital-rich environment, and IRR-driven 
investors can now out-price leveraged driven investors. Or: (2) 
Ymj rfwpjy mfx sty ~jy xjjs ymj j}yjsy tk  ymj wjxnijsynfq |tjx3 
We are currently facing a credit crunch, and foreign investors 
could soon start selling treasuries, which would cause increased 
wfyjx3 Kfssnj Rfj fsi Kwjiinj Rfh htzqi j{jsyzfqq~ wjvznwj 
a government bail-out. As of  the time of  this writing, the Fed 
did inject $38 billlion into the banking system to help avoid a 
credit crunch.

Wjlfwiqjxx tk  |mfy ~tzw rfwpjy gnfx nx1 itsúy j}ujhy fs~ iwf-
matic improvement for the remaining part of  the year. There 
is currently more than $50 billion of  unsold CMBS “paper” 
sitting on the balance sheet of  conduit lenders without any 
active secondary market. Until such time as that inventory is 
fgxtwgji1 ymj rfwpjy |nqq wjrfns {tqfynqj tw ns f xyfyj tk  Ąz}3 
Given that the sub-prime issues caused this current environ-
ment, it is critical for commercial real estate professionals to 
monitor that market. Further deterioration could pose addi-
yntsfq uwtgqjrx ktw ymj ă}ji2nshtrj fsi HRGX rfwpjy3 \j 
would recommend to all our clients who are contemplating a 
hfunyfq j{jsy -ăsfshnsl tw xfqj.1 ymfy ymj~ ljy ymj fxxjy rfwpjy 
wjfi~ xt ymfy ymj~ fwj ns f utxnynts yt rt{j vznhpq~ nk  ymj 
markets improve.

Market Overview

Economic Drivers & Treasury Rates

The 10-year Treasury bond rates dropped back below 5% to 4.78% after climbing to 5.26% on June 12, 2007. With CMBS 
spreads climbing from 100 basis points to over 180 basis points, treasuries were the saving grace of  the market.
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Economic Drivers & Treasury Rates

Loan Constants & Leveraged Yields

The recent increase in CMBS spreads has caused leveraged 
~njqix yt ijhwjfxj xnlsnă hfsyq~ t{jw ymj qfxy ;5 if~x3

REIT Update
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RETAIL REIT UPDATE

REIT Stock
Symbol

Dividend
Yield

Current 
Price As Of

8/13/07

Stock Price % Change
From Previous Periods
7/9/07 1/3/07

SHOPPING CENTER 

ENCLOSED MALL

FACTORY OUTLET

OTHER RETAIL REITS

PUBLICLY HELD COMPANIES 

Agree Realty Corp.	 ADC	 6.40%	 $30.78	 -3.02%	 -10.59%
Acadia Realty	 AKR	 3.30%	 $23.65	 -10.48%	 -5.40%
AmREIT	 AMY	 6.20%	 $7.53	 -10.78%	 -10.57%
Cedar Shopping Centers	 CDR	 7.20%	 $12.98	 -11.22%	 -18.42%
Developers Diversi�ed Realty	 DDR	 5.20%	 $48.83	 -9.64%	 -22.80%
Equity One, Inc.	 EQY	 4.70%	 $26.20	 -0.04%	 0.46%
Federal Investment Realty Trust	 FRT	 2.80%	 $76.50	 -2.84%	 -8.84%
Inland Real Estate Corp.	 IRC	 6.60%	 $14.84	 -13.32%	 -21.02%
Kimco Realty Corp.	 KIM	 3.80%	 $39.43	 0.25%	 -12.59%
Kite Realty Group	 KRG	 5.10%	 $16.08	 -17.11%	 -14.24%
Ramco-Gershenson	 RPT	 6.20%	 $30.41	 -17.50%	 -19.89%
Regency Centers	 REG	 3.80%	 $65.82	 -10.42%	 -15.69%
Saul Centers	 BFS	 3.90%	 $45.93	 -0.22%	 -17.82%
Urstadt-Biddle Properties	 UBA	 5.90%	 $15.62	 -9.08%	 -16.83%
Weingarten Realty	 WRI	 4.80%	 $39.90	 -4.18%	 -13.28%

CBL & Associates	 CBL	 6.70%	 $30.03	 -17.61%	 -30.03%
Feldman Mall Properties	 FMP	 9.40%	 $9.17	 -17.24%	 -27.74%
General Growth Properties	 GGP	 3.50%	 $51.11	 -6.31%	 -1.10%
Glimcher Realty Trust	 GRT	 9.00%	 $21.06	 -15.52%	 -21.48%
PREIT	 PEI	 5.90%	 $36.90	 -16.69%	 -4.08%
Simon Property Group	 SPG	 3.50%	 $91.35	 -4.48%	 -9.54%
Taubman Centers	 TCO	 2.90%	 $51.47	 -1.21%	 0.84%

Tanger Factory	 SKT	 4.00%	 $36.01		  -5.54%	 -7.71%

Colonial Properties Trust	 CLP	 8.50%	 $32.75	 -15.53%	 -29.71%
Cousins Properties	 CUZ	 5.70%	 $26.08	 -13.12%	 -24.97%
Entertainment Properties Trust	 EPR	 6.80%	 $45.52	 -18.13%	 -22.25%
National Retail Properties	 NNN	 6.40%	 $22.99	 1.41%	 1.37%

CB Richard Ellis	 CBG	 N/A	 $31.00	 -19.54%	 -7.88%
Forest City Enterprises	 FCEA	 N/A	 $59.34	 -5.04%	 2.90%
Jones Lang LaSalle	 JLL                       0.70%	 $106.16	 -11.32%	 15.39%




