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Lack of deals making it impossible to value properties
BY MARILYN BOWDEN

The absence of transactions
involving commercial properties creates a vacuum in which
their market value is indeterminate, experts say.
“We’ve seen a paucity of commercial transactions in the past
months, a situation that is relatively unprecedented,” said
Arnold Shevin, an attorney with
Zumpano, Patricios & Winker
with an extensive background
in real estate law.
“There may be some isolated
transactions, but in general this
lack would tell me that buyers
aren’t willing to pay what sellers are looking to receive.”
Market value, he said, is determined by the convergence of
two criteria: what a seller is
willing to take and a buyer willing to pay. Right now, they’re
not coming together.
A second issue is the continuing lack of funding available from
lenders, Mr. Shevin said.
“You have to own the Taj

‘You have to own the
Taj Mahal and put it up
as collateral in order
to get a bank to fund.’
Arnold Shevin
Andrew Bolnick, who has
been a receiver-trustee for distressed commercial real estate
for nearly three decades, said
he doesn’t anticipate any change
“in the near future – certainly
not in 2010.
“These are extraordinary
times, and valuing these properties is very tricky. What’s
been created is a disconnect
between the real value and what
the buyer is willing to pay, so
there is no true value. There
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Andrew Bolnick has seen the window close for getting ‘incredible’ deals on commercial property. was a little window of time six
to eight months ago where
Mahal and put it up as collateral people that buy commercial availability of financing.”
in order to get a bank to fund,” properties with all cash, so acBut he said there could be people were able to make some
he said. “Unlike on the residen- tivity in the commercial mar- more activity deeper into the incredible buys, but that’s not
there anymore, and as a result
tial side, there are very few kets is always dependent on the year.
there’s not a lot of property
being sold.”
The hospitality sector is hurting as hotels are unable to meet
the pro formas they need to
make their debt payments, Mr.
Bolnick said, and shopping centers are in a similar bind.
“When push comes to shove,
lenders are actually working
with many of these commercial
borrowers,” he said, “but at
some point when they realize
the debt can’t be and will not be
paid off and the borrower cannot continue to operate, they
will have to move forward.”
Under these conditions, Mr.
Bolnick said, he would expect
to see even today’s lowered
values drop another 5% to 10%.
At this point, the industrial
sector appears to be in the best
shape, said Andrew Dolkart,
president of Miami Economic
Associates.
“Clearly the greatest problems in terms of value are in
retail,” he said. “The strategy
right now for owners of retail
properties is to try to hold on to
their tenants, and to do that in
certain cases they may be cutting rents.”
A number of shopping center mortgages all over the
country will probably be maturing this year, Mr. Dolkart
said, “and when they do, in
many cases they will not be
worth the outstanding balance.
The anticipation is that there’ll
be a lot of negotiations between retail associations and
banks in 2010.”
In the office market, the first
new construction in 15 to 20
years is poised to pull tenants
from existing buildings, he
said, and the value of those
buildings will consequently
drop.
“The question is whether
banks can take the hit on commercial properties until they
straighten out the residential
side,” Mr. Dolkart said. “If the
banks write too much down,
they will go under. To me,
they’re all operating in a world
of uncertainty, and nobody is
taking steps to put the certainty
back in.”

