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Disclaimer: Not in fine print…

This opening Outlook presentation consists of materials prepared exclusively by K.C. Conway,
MAI, CRE, and is provided during this event solely for informational purposes of
attendees. This presentation is not intended to constitute legal, investment or financial advice
or the rendering of legal, consulting, or other professional services of any kind.

5th Annual Central Texas CCIM Real Estate Summit
Hyatt Regency, Austin TX – February 12, 2020

This Presentation reflects the analysis and opinions of the author, but not necessarily those 
of the faculty and staff of the Culverhouse College of Business or the administrative 
officials of the University of Alabama.

Neither CCIM Institute, CCIM Central Texas, Event Sponsors, UA/ACRE or Monmouth
REIC make any representations or warranties about the accuracy or suitability of any
information in this or today’s presentations. The aforementioned do NOT guarantee,
warrant, or endorse the advice or services of today’s Charlotte Market Forecast.
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http://www.acre.culverhouse.ua.edu/explore

http://www.acre.culverhouse.ua.edu/win

Navigating ACRE Website, Accessing WIN, Research, & Presentations … 
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The “Naughty” Elves:
 435 Congress Elves
 FED/FOMC Elves
 Yield-Curve Elf
 Builder Elf
 Derail the Rails – Rail Elf

The “Nice” Elves:
 Jobs Elves
 Corporate Earnings Elves
 Optimism Elves 

(NFIB, NAHB, Consumer)
 C-RE Performance Elves (CPPI)
 Industry Org Elves (NAR …)

http://www.acre.culverhouse.ua.edu/explore
http://www.acre.culverhouse.ua.edu/win
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2018 Bank
Symposium

What’s behind US & NC Economy? Disruptive Technologies  

Source: Future Thinking Canvas Frank Diana

Understood/
Disruption 

Done

Transformation 
in Process 

creating the 
Risks & 

Opportunities

Ahead of Us. We 
still need to 

Connect these Dots
4

Presenter
Presentation Notes
Those example changes are just some of the ones that are rapidly unfolding before our eyes. There are three disruption curves -- one spawns the other.  The technology curve (computing power, storage, and bandwidth is implied).  The innovation curve focuses on broad categories of innovation.  As these innovations combine, they spawn a disruptive scenario curve.  The potential exists for these disruptive scenarios to drive a third curve – a new economic paradigm. All three curves are driving unforeseen changes and an unprecedented speed of change – which creates opportunities for new markets and upended established players. 



“Pitcher Influences”
It starts with a change in focus from the 

Glass is half-full or half-empty 
to

Who controls the pitcher 
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U.S. & TX Fiscal Health – Debt Clock & Corp. Migration
NE, SD & SE rank Best – TN (3), FL (4), UT (8) & NC (9) TX (22)

https://www.mercatus.org/publications/urban-economics/state-fiscal-rankings

https://usdebtclock.org/index.html

https://www.mercatus.org/publications/urban-economics/state-fiscal-rankings
https://usdebtclock.org/index.html
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GDP: 1st Read on U.S. Q4 Mirrored Q3 @ 2.1%

 The US economy grew 2.1 percent in Q4, the same as in Q3.

 Consumer spending slowed sharply while  … (Autos sales slowed GM strike)

 Net trade made the biggest contribution to growth since Q2 2009 amid a fall in imports. 

 Negative contributions came from private inventory investment and nonresidential fixed 
investment. 

 For all CY 2019, the economy advanced 2.3 percent



+3% to >4% GDP in TX, the Plains 
& Rocky Mountain West > SE

Why?
 Energy, 
 Tech flow from West Coast
 Taxes (SALT) & Affordability

GDP: Translate LOCAL

 A 2020 or 2021 recession will NOT play 
out uniformly across all regions of the U.S.  

 Know your region’s exposures and risks 
tied to various industries:
 ALMA & SC = Autos & Tariffs
 NC & GA = Banking (STI/BB&T)
 The Plains = Energy & AG
 Great Lakes = Commodities 
 West & Mtn Region = Tech, Tourism, 

Mining & Cannabis issues? Colo 
unwinding in favor of TX, UT and AZ

 NC (Charlotte & Raleigh) AL (Huntsville), 
Utah (Salt Lake City), TN (Nashville),  and 
the “Other TX (San Antonio) are the new 
“Affordable Tech Hubs” luring STEM-
dependent companies out of San Fran, 
Seattle, Denver, Boston and NY. 

 TX’s Future is being built on Tech, 
Logistics & Financial Services from the 
likes of Apple, Port of Houston & Freeport, 
etc.
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Banking
NC over GA as 
SE banking ctr.

Great Lakes 28% GDP

Gulf Coast & AL are AG, 
(Soybeans) Steel & Bulk with 
growing Mfg (Airbus, Autos) 

and Container (WalMart) 

https://www.bea.gov/data/gdp/gdp-state

https://www.bea.gov/data/gdp/gdp-state


9

TX Business Cycle Index: Up, Up & Away +4.12% CY 2019 ….



Texas has reclaimed the No. 2 spot in Forbes’ Best States 
for Business ranking this year thanks to the best growth 
prospects in the country and a little help from the most valuable 
company in America.
Apple expanded into Texas in a big way in 2019, breaking ground 
on a $1 billion campus in Austin and committing to produce its 
redesigned Mac Pro there. The 244,000-square-foot Mac factory 
employs 500 people. Apple says its new campus could one day 
accommodate 15,000, which would make it the largest employer 
in town. 10

 North Carolina has the best business climate in the U.S. and 
tops Forbes ranking for the third year in a row. 
 Forbes has rated the business climates of the 50 

states since 2006, with only North Carolina (three 
times), Utah (six times) and Virginia (five times) ever 
claiming the top spot.  
 Texas has ranked second twice before. 
 The 14th version looks at 40 metrics across six main 

categories: business costs, regulatory environment, 
economic climate, growth prospects and quality of 
life. 
 Believe it or not, it is a perceived “more onerous 

regulatory environment” that is holding TX back 
from Top Rank. It gets highest marks for its low 
Business Costs and Overall Economic Climate. 

https://www.apple.com/newsroom/2019/09/apples-new-mac-pro-to-be-made-in-texas/
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It’s all about LOGISTICS
Who has it & is Where is more being added

http://www.acre.culverhouse.ua.edu/research/logisti
cs-infrastructure-research - Feb 8, 2019 Publication

USMCA

Class I Rail Roads 
(CHI, Memphis, Atl.) 

GA & SC Ports & Rail

http://www.acre.culverhouse.ua.edu/research/logistics-infrastructure-research
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What the OTIF? 

OTIF is a new metric in the logistics industry being used by retailers like Walmart and Kraft-
Heinz to measure logistics performance. It will play into warehouse and e-commerce 
fulfillment site selection and serve as the measure of success in the online grocery battle. 

OTIF went mainstream as a supply chain metric around August 2017 when Walmart began 
evaluating suppliers by their score and penalizing those that couldn’t comply by assessing 
fines up to 3 percent of the value of the shipment. In 2018, Walmart started imposing this 3 
percent penalty on the value of shipments if an OTIF measure of 85 percent or greater wasn’t 
achieved. In 2019, that benchmark increased to 87 percent.

The Red-Shoe Economist forecasts OTIF will be an embedded variable in all warehouse site 
selection for e-commerce and logistics companies within two years. 

And don’t be surprised if you see an OTIF of 90 percent as the standard among large 
retailers by 2025. 
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JOBS: National View / ADP Vs BLS Vs LinkedIn

Dec ‘19 
145,000

Jan ‘2020 
225,000

BLS – Gov Total Jobs Report (+1.4% CY 2019)

LinkedIn Hiring – Dec 2019

Over 165 million workers in the U.S. have LinkedIn profiles; 
over 20,000 companies in the U.S. use LinkedIn to recruit; over 
3 million jobs are posted on LinkedIn in the U.S. every month;
and members segregated via 35,000 skills to their profiles

https://economicgraph.linkedin.com/resources/linkedin-workforce-report-december-2019

Hiring up 7.6% Nov. 
2019 over Nov 2018

ADP – Private Payrolls: +202k Dec/ +291 Jan 
Tr-12 mos. = 2.0 mm 165/mo

https://economicgraph.linkedin.com/resources/linkedin-workforce-report-december-2019


Utah #2  (+18%)

Florida #4 +15.7%
(Try growing Big at >10%)

South Carolina #9 +13.3%
Georgia #10 +13.1%
Texas #11 +12% 

North Carolina 
& Tennessee #12 tie +11%

Translate Local Data: Job Growth a 5-Yr Look

West-Coast still double-digits, 
but knocked off top perch by Utah & FL.(SALT) 

Why?
• AFFORDABILITY (Taxes, Housing, etc.)
• STEM Workforce
• TECH
• Logistics
• Cannabis Revolt 15

Ports 
& 

Logistics
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Know What You Don’t Know: Translate Data LOCAL
Dallas FED says ….

Even as the rig count and oil/gas prices are slipping, and even as exports 
dipped by 0.7% Summer 2019:

 Job growth remains higher than the state’s long-run average of 2.1%.

 Even with Energy decline, the Forecast for 2019 is +2.6% (2X US avg)
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https://www.charlottecentercity.org/wp-content/uploads/2020/02/2020-State-of-the-Center-City-1.pdf

Austin, Charlotte NC & Dallas have STEM Workforce Growth

https://www.charlottecentercity.org/wp-content/uploads/2020/02/2020-State-of-the-Center-City-1.pdf
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Where is Austin’s Job Growth? 
Yes, it’s IT - but also Leisure (Bus Travel & Tourism), but also Prof Bus.

Leisure & Hospitality 
(ton of Bus Travel)
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https://www.middlemarketcenter.org/Media/Do
cuments/MiddleMarketIndicators/2019-
Q4/FullReport/NCMM_MMI_Q4_2019_web.pdf

2/3rds of New Jobs in Jan ADP report were 
from “Middle Market” sized Companies

https://www.middlemarketcenter.org/Media/Documents/MiddleMarketIndicators/2019-Q4/FullReport/NCMM_MMI_Q4_2019_web.pdf


https://www.uhaul.com/Articles/About/19965/U-Haul-Names-Top-Growth-States-Of-2019-Florida-Is-New-No-1/

20

SALT
No Income Tax

Texas slips one spot to No. 2, while Southeast states entice DIY movers yet again

PHOENIX, Ariz. (Jan. 6, 2020) — Florida welcomed more than sunshine and tourists 
in 2019. establishing a new No. 1 growth state for the first time in four years. 
Florida, which ranked second to Texas from 2016-18, according to U-Haul data 
analyzing U.S. migration trends for 2019. No & So South Carolina, & Washington 
round out the top-5 growth states for 2019.

California ranked 49th, and Illinois was 50th for the fourth time in five years, 
pacing the out-migration states with the largest net losses of U-Haul trucks
crossing their borders.

Growth States are calculated by the net gain of one-way U-Haul trucks entering a 
state versus leaving that state during a calendar year. Migration trends data is 
compiled from more than 2 million one-way U-Haul truck-sharing transactions that 
occur annually.

STEM Workforce
&

Tech/Port/Logistics

https://www.uhaul.com/Articles/About/19965/U-Haul-Names-Top-Growth-States-Of-2019-Florida-Is-New-No-1/
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https://siteselection.com/trustbelt/the-7-habits-of-highly-effective-small-towns.cfm

Ross DeVol and the Walton Family Foundation just did small-town America a huge favor. They showed every rural 
community, through quantitative data and objective research, the way out of recession. They did it by measuring the 
performance of every micropolitan area in the nation, from first through 531st. In case you’re wondering, Pecos, Texas 
is the top-performing small town in America. Zapata, Texas ranks dead last.
The findings come from the Walton Family Foundation, which on Feb. 20 released new research that ranks every 
micropolitan statistical area across the United States. 
“The research concludes that small-town America has big-time potential for economic growth.The research found that 
small towns with strong economic performance share several key traits, such as: travel, tourism and recreation as key 
industries; prevalence of professional services; a culture of entrepreneurship; and research universities and 4-year 
colleges.

TX had the most 
Top-20 Small Towns 

with 3.
Pecos TX was #1

https://siteselection.com/trustbelt/the-7-habits-of-highly-effective-small-towns.cfm
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The Good & Not-so-Good about Banks & CRE Lending
Record Net Income, but elevated CRE Concentration

Bank Performance for FDIC Insured Institutions: 
The Federal Deposit Insurance Corporation (FDIC) Insured Institutions Q2 2019 Report on Net Income (latest available with Q3 update 
due December 2019) for the 5,303 commercial banks and savings institutions insured by the FDIC reveal plenty of wind-in-the-sails 
regarding profitability and C-RE credit quality.  Aggregate net income totaled $62.6 billion in second quarter 2019, an increase of $2.5 
billion (4.1 percent) from a year earlier, and best post 2009.  Note that the noticeable dip in 2017 was a result of tax code changes. 
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CRE Finance – What’s not to like? 
CRE Credit Metrics like Loan DQT are as Good as they Get – even Retail! 

Life Cos.: 3bps

GSEs: 4bps (Fannie) 6bps (Freddie)

Banks: 45bps

CMBS: 247bps (lowest on record)

5.11% Coupon / <7% Cap Rate

Note:
½ of maturing CMBS 
fail Default Covenants 
with just a 100bp rise 
in interest rates https://info.trepp.com/hubfs/CMBS%20Conduit%20Loans

%20Maturing%20-%20February%202020.pdf

The Scary Headwind when %-rates go up!

file:///C:/Users/kcmai/Downloa
ds/Trepp%20January%202020%
20Delinquency%20Report.pdf

Retail drops <4% for 1st

time despite store closings

https://info.trepp.com/hubfs/CMBS%20Conduit%20Loans%20Maturing%20-%20February%202020.pdf
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The vectors are pointing toward capital sources for commercial real estate focusing on 5 areas in 2020:
1. Searching for viable assets given a landscape that has a dearth of properties for sale in 2020.
2. Ensuring that assets, while fully priced, are not over-priced
3. Although CRE debt capital is healthy at start  of 2020, risks lie ahead. Risks like CRE concentration 

in domestic banks, LIBOR Transition, and implementation of CECL & Lease Accounting.
4. Incorporating housing affordability as a cogent investment driver or deterrent in all markets. 

Housing Affordability is as much a site selection and asset investment consideration as 
workforce availability and asset price. 

5. Three letters: E-S-G. Environmental and social governance is permeating all aspects of CRE investing. 
https://www.ccim.com/resources/commercial-real-estate-insights-series/?gmSsoPc=1

https://www.ccim.com/resources/commercial-real-estate-insights-series/?gmSsoPc=1
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Property Type Performance – Green Street & RCA’s 2019 CPPIs 

https://www.greenstreetadvisors.com/insights/CPPI

Ind’l #1 in 2019 up 12.1%

MF #1 past Decade +163%

https://www.greenstreetadvisors.com/insights/CPPI
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TOP US MARKETS FOR DEAL ACTIVITY, 2019 YTD

Office, industrial, retail, apartment, hotel & seniors housing & care; dev sites not included
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NCREIF Farm Land Index
>6% Annual Return for 2017

https://www.ncreif.org/data-products/farmland/

Why down 138 basis 
points in 2 years?

 2017 Tax Act
 2018-2019 Tariffs
 2019 MW/AR floods
 Opportunity Zones 

https://www.ncreif.org/data-products/farmland/
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NCREIF Farm & Timber Land Indices
Institutional Capital is bringing more metrics & analysis

https://www.ncreif.org/data-products/timberland/

Commercial Real Estate Returns End the Year on a High Note

CHICAGO, IL, January 24, 2020 – The National Council of Real Estate 
Investment Fiduciaries (NCREIF) has released fourth quarter 2019 results for 
the NCREIF Property Index (NPI). The NPI reflects investment performance 
for 8,263 commercial properties, totaling $659 billion of market value. The 
returns are detailed in the attached Snapshot Report.

The total return was 1.55% in the fourth quarter which was an increase 
from the 1.41% return for the prior quarter.  The return was also higher than 
the fourth quarter of 2018 which was 1.37%.

https://www.ncreif.org/news/npi-4q2019/

2019 Farmland (+2.34 2019 
& +4.91 Q4) beats overall 
CRE NPI +1.55% Q4

https://www.ncreif.org/news/npi-4q2019/

https://www.ncreif.org/data-products/timberland/
https://www.ncreif.org/news/npi-4q2019/
https://www.ncreif.org/news/npi-4q2019/


R.E. Outlook – The Land Piece
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No Change (0%) 
2017 over 2016

+1.2% Change 
2019 over 2018

https://www.nass.usda.gov/Charts_and_Maps/Land_Values/

https://www.nass.usda.gov/Charts_and_Maps/Land_Values/


4 Property Type Outlook Items Building the Future:  

Housing Affordability
“All Homes For-Rent” 

Subdivisions 
(5% of new home 

construction is 
4-Rent subdivisions)
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Office goes to Retail: Intown location and fraction of 
cost to build new office – Adaptive Reuse (AdRu).

Emory will move into the  former Sears building, 
bringing over 1,600 employees to the mall's campus.

Ind’l: Math Behind A Last Touch Warehouse Location
Not all logistics R.E. is created equal, according to new study by 
ProLogis. They now break it down as follows:
i) Last-Touch; ii) City Distribution; and iii) Multi-Market.

E-Commerce Driving Bigger Demand for Smaller Warehouses

Demand for smaller warehouses is soaring as e-commerce and 
the push for faster delivery accelerates competition for industrial 
space close to major population centers.
Rents for U.S. warehouses of between 70,000 and 120,000 
square feet rose by more than 33.7% over the past five years, to 
an average of $6.67 per square foot, according to real-estate 
consulting firm CBRE Group Inc.



Property Type Outlook: Housing Affordability
Affordable, but … NOT quite a SF-Home; CA at Crisis Point; DC is Innovating

Affordability gone too far, but not far-fetched

https://www.usatoday.com/story/money/2019/06/10/homelessness-among-
college-students-growing-
crisis/3747117002/?utm_source=Alabama+Center+for+Real+Estate&utm_
campaign=5bb6c42062-
EMAIL_CAMPAIGN_2019_05_31_03_38_COPY_01&utm_medium=email
&utm_term=0_4c31a9273e-5bb6c42062-35222455 31

https://www.usatoday.com/story/money/2019/06/10/homelessness-among-college-students-growing-crisis/3747117002/?utm_source=Alabama+Center+for+Real+Estate&utm_campaign=5bb6c42062-EMAIL_CAMPAIGN_2019_05_31_03_38_COPY_01&utm_medium=email&utm_term=0_4c31a9273e-5bb6c42062-35222455


Property Type Outlook: Retail
In Retail, Small Is the New Black; Think Services 

32

This white paper is not another examination into the demise of retail, because in 
the immortal words of Mark Twain, “The reports of [its] death are greatly 
exaggerated.” 
Nor is it another foretelling of how the use of retail stores is morphing from a 
place to shop to something experiential. Retail has always been experiential.

5 Predictions for the Future of Retail
Prediction #1: As Online Continues to Grow, Retail Reimagines Itself

Prediction #2: More Co-Retailing Pops Up in Hospitality

Prediction #3: E-Commerce Goes the Extra Last-Mile

Prediction #4: What’s Old Is New Again: The Rise of Adaptive Reuse

Prediction #5: Nothing Is Certain Except Death and Property Taxes

And new metrics and data like OTIF and inline store closings/openings



Retail Openings 
Vs 

Closings Score:
 Yes – More Store Openings than 

Store Closings in 2020
BUT …

 Openings are small & Discount.
They DON’T fill up vacant Big-
Box or Dept. Stores at Malls.

 The Forecast is for 75,000 more 
store closings by 2025

Store Closings in 2020:
From Pier 1 Imports to Macy’s,   e, 
Sears, Kmart,  Gap, Forever 21, etc. 33

WIN Jan 15 Retail Store Closings: On the heels of a 
record 9,300 retail store closings in 2019, the new 
year has started off with announcements of 1,100 
more announced closings. The tally Feb 1, 2020 
now exceeds >2,000. MoneyWise has a great 
profile of all the closings.

Chico’s - 250

https://patch.com/north-carolina/charlotte/another-retail-
chain-closing-all-north-carolina-stores-report

https://moneywise.com/a/chains-closing-the-most-stores-in-2020
https://patch.com/north-carolina/charlotte/another-retail-chain-closing-all-north-carolina-stores-report
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Forget Food Halls – think ‘Ghost kitchens’
They are popping up in malls amid retail's decline as Adaptive Reuse

Brick-and-mortar retail’s decline has hollowed out malls across the U.S. and put store chains like Toys ‘R’ 
Us and Sears (SHLD) out of business.

But it’s not all doom and gloom: The downward trend has spurred a phenomenon, dubbed “ghost 
kitchens,” in which new kitchens find a home empty mall spaces.

Built by property developers, these kitchens exist only to make food for delivery and could provide a 
boost to companies like Uber (UBER) with its UberEats service and Grubhub (GRUB).
According to the Wall Street Journal, developer Simon Property Group (SPG) and Accor (AC.PA) are 
partnering with hospitality firm SBE Entertainment Group to develop 200 ghost kitchens in both malls 
and hotels. The roll out is slated to begin in New York, Chicago, San Francisco, Los Angeles and Miami.

“It’s relooking at all real estate that is obsolete,” SBE Chief Executive Sam Nazarian told the 
Journal.

The trend of ‘ghost kitchens’ hasn’t been welcomed by all. The New York City Council’s Committee 
on Small Business recently held an oversight hearing to discuss whether ghost kitchens are a friend 
or foe to mom-and-pop restaurants to assess if the concept needs to be regulated.

https://finance.yahoo.com/news/ghost-kitchens-side-effect-of-the-retail-apocalypse-190647231.html

https://finance.yahoo.com/news/toys-r-us-makes-its-return-140025200.html
https://finance.yahoo.com/quote/SHLDQ?p=SHLDQ&.tsrc=fin-srch
https://finance.yahoo.com/quote/UBER?p=UBER&.tsrc=fin-srch
https://finance.yahoo.com/quote/GRUB?p=GRUB&.tsrc=fin-srch
https://www.wsj.com/articles/latest-front-in-food-delivery-kitchens-in-empty-malls-11580644801
https://finance.yahoo.com/quote/SPG?p=SPG&.tsrc=fin-srch
https://finance.yahoo.com/quote/AC.PA?p=AC.PA&.tsrc=fin-srch
https://legistar.council.nyc.gov/DepartmentDetail.aspx?ID=7036&GUID=3A232920-4E50-4D57-80B8-1C8587F3EA32
https://finance.yahoo.com/news/ghost-kitchens-side-effect-of-the-retail-apocalypse-190647231.html
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Adaptive Reuse: Repurposing former Macy’s in Pittsburgh to Office & School
Emory University move to North Lake Mall into former Sears great example!

In ATL, Emory moving over 1,600 
employees to revitalizing Northlake 

Mall

https://www.bizjournals.com/atlanta/news/2019/10/24/emory-moving-
over-1-600-employees-to-revitalizing.html

Emory Healthcare is injecting new energy into the revitalization of Atlanta's 
Northlake Mall. Emory will move into the project's former Sears building, 
bringing over 1,600 employees onto the mall's campus.

The Atlanta healthcare giant will also occupy an additional portion of the 1-
million square foot retail center. Emory will lease 224,000 square feet at 
Northlake, with an option for more space.

“Northlake gives us the opportunity to centralize corporate support 
services in one location for more than 1,600 employees, while providing the 
additional benefit of direct access to on-site amenities like restaurants and 
retail,” Mike Mason, Emory Healthcare vice president of operations

https://www.bizjournals.com/atlanta/news/2019/10/24/emory-moving-over-1-600-employees-to-revitalizing.html


Why Industrial #1? Small & Old-Infill are also Big 

Want a current proxy for the rising value of Industrial warehouses in 
strategic e-commerce MSAs. How about $103/SF paid by Nuveen for 
this portfolio.
And the outlook for slowing absorption in this article is BBQ Sauce. 
The Red-Shoe Economist refers you to  recent Logistics and Industrial 
Outlook reports by Colliers, CBRE, JLL, etc. Record low vacancy. Record 
high asking rents. Record growth in e-commerce. Do those facts align 
with slowing absorption  - or why a savvy institutional investor like 
Nuveen would "Anticipate" value to drop for their warehouse 
investment? 
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E-Commerce Driving Bigger Demand for Smaller Warehouses

Demand for smaller warehouses is soaring as e-commerce and 
the push for faster delivery accelerates competition for industrial 
space close to major population centers.
Rents for U.S. warehouses of between 70,000 and 120,000 
square feet rose by more than 33.7% over the past five years, to 
an average of $6.67 per square foot, according to real-estate 
consulting firm CBRE Group Inc.

https://www.wsj.com/articles/e-commerce-driving-bigger-demand-for-smaller-
warehouses-cbre-says-11570701600

Math Behind A Last Touch Warehouse Location
Not all logistics R.E. is created equal, according to new study by 
ProLogis. They now break it down as follows:
Last Touch. Bldgs. that reach large dense populations within 
hours.
City Distribution. Properties that are well-positioned to provide 1-
2 day shipping to an entire large market. These buildings tend to 
be small to mid-sized located in urban areas.
Multi-Market. Distribution facilities must have the right balance 
between location and functionality. These 
buildings are newer/larger located at key transportation 
hubs access to major sea and intermodal ports.

https://www.wsj.com/articles/e-commerce-driving-bigger-demand-for-smaller-warehouses-cbre-says-11570701600
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2020 “Pitcher Influences” / Items to Monitor
• Affordable Housing – Beyond chasing WorkForce (Amazon HQ2 to Affordability)

• ESG – Env. Social Governance applies to C-RE. DO you have a ESG Policy?

• Zebras – not the safari or zoo kind, but the corporate kind displacing Unicorns.
Zebras are startups focused on fixing real-world problems by building sustainable and
profitable businesses that grow at a manageable pace, says Hearken co-founder and
CEO Jennifer Brandel. Zebra founders are largely women and minority
entrepreneurs who were left out of the venture capital model

• CRE Finance – Concentration in Banks & LIBOR Transition

• Lease Accounting ASC 842 – A reprieve to Jan 1, 2021

• Boeing

• November Elections – Control of Congress, Unwind 2017 Tax Act & Opportunity
Zones. The C-RE Industry was a big winner from 2017 Tax Act

• Retail e-Volution drives Adaptive Reuse and Augmented Retail

• Reverse Logistics – “OTIF” Solving Returns + Last-Mile (cost, congestion & E in ESG)

• Property Tax – 60% of Local Gov Revenue from CRE Taxes / AL-DOR & LIHTC

• March Madness 2020



https://www.wsj.com/articles/the-proxy-protection-racket-11573417818

Union pension funds promote transparency and democracy in corporate governance—so we’re 
told, and at least when it serves their political purposes. But look who’s now opposing the 
Securities and Exchange Commission’s efforts to break up a corporate protection racket by 
proxy firm duopolists.

The SEC last week proposed regulations that would make proxy firms that provide advice to 
institutional investors legally liable under securities laws. Firms would also have to disclose 
conflicts of interest and let corporations rebut their recommendations if they want a pass     
from securities filing requirements.
Institutional Shareholder Services and Glass Lewis control 97% of the proxy advisory market. 
ISS provides recommendations to 2,239 clients, including 189 pension plans, and executes 10.2 
million ballots annually on their behalf. 
Glass Lewis, which is owned by the Ontario Teachers’ Pension Plan and Alberta Investment 
Management Corp., has more than 1,300 clients that manage more than $35 trillion in assets.
Studies have found that the two firms can swing 20% of votes in proxy elections.
An American Council for Capital Formation review last year found that 175 asset managers with 
$5 trillion of assets voted with ISS recommendations 95% of the time. Activist hedge-fund 
investors often enlist the proxy firms to shake up management, for better or worse.

ESG Power – Who is behind it?  Why should CRE Industry worry (REITs, Brokerages, Funds, etc.)?
Two names to know: i) ISS – Institutional Shareholder Services; and ii) Glass Lewis

https://corpgov.law.harvard.edu/2019/07/03/glass-
lewis-iss-and-esg/
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https://www.wsj.com/articles/the-proxy-protection-racket-11573417818
https://corpgov.law.harvard.edu/2019/07/03/glass-lewis-iss-and-esg/


Lease Accounting: New Impl. Date of Jan 1, 2021 

https://www.cricpa.com/retailers-new-lease-accounting-standards/
40

Inventory of Leases:  
Most large Industrial 
Warehouses are on 
L-Term leases.

Understand Debt 
Covenants.
A tenant’s debt 
downgrade post 
Lease Accounting 
could trigger issues 
with Bank or Perm 
Debt and REITs.  

https://www.cricpa.com/retailers-new-lease-accounting-standards/


CONCLUSION
Focus on the 

Pitcher Influences
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Pay attention … Hustle after the opportunity … Take the shot

CCIM, CCIM-TX,
ESG, Lease Accounting,

Logistics, SALT and
March Madness
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