Net Lease |

Brain Trusters

Net Lease Expertise Drives New Investor Cycle

By Brad Berton

eflecting the ongoing flow of

capital into U.S. income proper-

ties of pretty much all sizes, net
leased real estate assets of all shapes
continue to attract interest trom equi-
ty investors.

Offshore buyers recently closed a
multibillion-dollar net lease deal, and
domestic institutions have likewise
driven 10-figure transactions in the sec-
tor while eagerly capitalizing, through
multimillion-dollar lots, new invest-
ment funds that target net leased prop-

erties. And hundreds, if not thousands,
of individuals continue to pour billions
into net lease specialty private REITs,

Anthony Williams. chief executive of

the new Public Properties Realty Invest-
ment Trust,

“There are more people having the same conversations
(with sale-leaseback prospects) than there were even

just a couple years ago.”

mostly at $10 per share. “There are a lot
of investment vehicles out there (target-
ing net fease deals),” acknowledged

—Dave Robshaw, AIC Ventures

So how are the latest funds” managers
avoiding the heaviest competition for net
leased assets and generating attractive

rewms under the free-tlowing equity
spigot”? Williams™ new venture—with a
deep-pocketed  partner—illustrates  the
premuse that specializing in the net lease
arena will work best by targeting assets
that reflect the management team’s
expertise and core competencies.
Williams, former mayor of Washing-
ton, D.C.. is the point man for Public
Properties. which tareets sale-leasebacks
with public-sector entities. particularly
city and state government bodies but per-
haps federal agencies and non-profit
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Exploring Single Tenant Net Lease Financing?

® Corporate Executives - invest in your growth, not in your real estate

m Brokers —reach a successful closing

= Developers — create a JV and/or a bankable take-out

m Private Equity Investers ~ increase your ROl by monetizing your real estate

» Real Estate Investors — receive up to 95% LTV financing

(hoose the Right Guide: Lexington Realty Trust

Work with America’s largest net lease REIT, with $7 billion in assets
under management.

Enjoy a Profitable Partnership

Let us structure your next transaction to meet your needs.
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REALTY TRUST
One Penn Plaza, Suite 4015, New York, New York 10119-4015
Richard J. Rouse at 212-692-7220 or rrouse@ixp.com
Natasha Roberts at 212-692-7233 or nroberts@ixp.com
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enterprises, as well. Arlington, Vi.-based
investment banking firm Friedman.
Billings, Ramsey Group Inc. capitalized
the startup, which aims to quality for
REIT status.

Williams said his long and broad
experience as an economic development
and finance official at the local, state and

federal levels, including the District of

Columbia’s ascension to a top credit rat-
ing during his mayoral tenure. should
combine strategically with Friedman,
Billings, Ramsey's extensive history
underwriting, capitalizing and “nurtur-
ing” real estate enterprises. “We think the
combination of my experience and
FBR’s capital expertise will help (gov-
ernment entities) understand how they
can tap embedded asset values and
reduce property expenses for the benefit
of their constituents.”

Based on responses trom public-
sector property owners and prospective
investors in the new enterprise.
Williams expects “substantial™ activity
ahead as Public Properties develops its
team and infrastructure. He anticipates
that the trust will fund operations
through a sequence of capital-raising
efforts, though he was not able to dis-
close an initial roster of investment
transactions, which was still being
finalized at press time.

Alternative Investors

Of course, not all the new net lease
investment vehicles are as highly special-
ized as Public Properties. But they cer-
tainly intend to exploit expertise honed
over the course of their respective brain
trusts’ careers. For instance. the latest net
lease fund sponsored by alternative-
investment specialty advisory firm Ange-
lo, Gordon & Co. aims to capitalize on
the operation’s long-developed expertise
underwriting complicated credit risks.
Hence AG Net Lease Realty Fund L.P’s
focus on long-term sale-leasebacks of
office and industrial properties that are
occupied by businesses with double-B or
poorer credit ratings, explained Gordon
Whiting, managing director for the firm.

New York City-based Angelo Gor-
don also boasts more than 40 expert
operating partners around the country
that can assess a property’s likely resid-
ual value if a tenant vacates a property
sooner than expected, even by a decade
or more, Whiting continued. That
expertise is critical in today's immense-
ly competitive net lease investment
environment, as analysts are able to
quickly crunch all the credit and real
estate numbers relevant to the invest-
ment opportunities that are certain to
draw multiple bids, he stressed.

Angelo Gordon raised $160 million

in equity capital for AG Net Lease Real-

vww.cononline.com

ty Fund. intending to leverage it into as
much as $500 million in net lease
investments, primarily sale-leasebacks.
Investors range from pension funds and
endowments to high-net-worth individ-
uals and families. Whiting explained.
There is little doubt that the increased
focus on niches within the net lease

arena reflects the sector's strong appeal
to deal-seeking capital, noted veteran net
lease dealmaker Jonathan Hipp, presi-
dent & CEO of Calkain Cos. “There's
no shortage of interest from investors,”
he said. “We keep seeing sponsors set up
vehicles for private institutions and
high-net-worth individuals, exchange-

motivated buyers who've just sold prop-
erties, retirees, even oftshore investors
from the Aussies to the Emirates.”

As Hipps Down Under reference
suggests,  Australian-led  investinent
groups have been the most visible of the
growing roster of offshore buyers that
are targeting net leased U.S. real estate.

AKE THE SPECTRU
TIC CHALL

Our performance stands out from the crowd.
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$22 Million

Ever paid less than projected rent to owners?
Ever used reserves to pay TIC owners?

Ever had a Capital Call to TIC owners?

Show any and all documents used in Acquisition?
Number of TIC Owners?

Number of Properties Sold?

Amount of Realtor referrals paid since 20047

ARE TO COMPARE.

We didn’t become a leader in Tenants-in-Common real estate by resting on our laurels.

We are continually finding new ways to help you meet your client’s investment real estate

needs. By offering a full menu of real estate investment options we can provide

opportunities for a predictable cash flow to pure appreciation. If you

want to be part of a winning team, we'd like to hear from vou. A
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TOLL FREE 866.626.3161
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