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Viewing the complex commercial real estate industry through an asset management lens may be
the key to surviving — and thriving — in 2022’s tumultuous economic landscape.



At press time, the Fed was raising rates to help stave off a four-decade-high of inflation. Reports
abound of declining U.S. retail sales due to rising gasoline prices and interest rates, displaying
additional evidence that the economy is losing momentum.

The focus has been on the evident challenges facing the commercial real estate industry—and with
good reason. However, while the challenges are evident, a more productive discussion should be
centered on the implementation of solutions and uncovering the opportunities that lie beneath the
surface.

Many asset classes within the commercial real estate industry have struggled as of late due to
myriad post-pandemic repercussions such as supply constraints and labor shortages. This caused
many lenders to hold a myopic focus on the bread-and-butter multifamily and industrial asset
classes, while shying away from retail, hospitality, and office.

When commercial real estate lenders crowd into the same space, the window of opportunity closes.
That's why we don’t eliminate an entire asset class from consideration. We take a wider—and
deeper—Ilook at the components of the package as a whole. These include strong sponsorship, a
supportable and comprehensive business plan, and an ability to execute on that plan.

Where The Opportunities Are

Almost a year ago to the day, | wrote a blog post advising sponsors that one of the strongest
opportunities in commercial real estate is in retail, despite the fact that many traditional retail
properties suffered for years due to the rapid growth of e-commerce.

Since that time, it seems that some investors have gotten the memo, especially with well-situated,
well-anchored retail locations. Even if not well-anchored, prime retail locations can do well with a
different tenant mix. Those in less-optimal locations can thrive by redeveloping those properties into
experiential assets.

The tipping point depends upon the strength and vision of the sponsor.

What constitutes a strong sponsor?

Developers who are local to their markets and understand the needs of their communities typically
have a greater ability to execute on business plans given their familiarity with city officials,
contractors, and other development partners. Combined with the right capital, cost structure, and
plan, this usually leads to a successful outcome. But even as the sponsors are now coming around
to that point of view, therein lies the next challenge: Securing debt.

Many lenders are still hesitant to lend on retail assets, still relying on the tried-and-true, but crowded,
multifamily and industrial asset classes.



We don't see it that way. We are intrigued by the opportunities presented by out-of-favor properties.
Opportunity is in the Eye of the Beholder

The original use of many properties across this country may have been rendered obsolete, yet
several of them—especially older malls and hotels—are situated at prominent “main and main”
locales in their respective markets. The old real estate adage of location, location, location rings true
in these cases, despite what their original intended use may have been.

We love to work with borrowers who can see the possibilities in properties like these. Combined with
the right capital, cost structure and plan, this usually leads to a successful outcome. We have both
high standards and high tolerance for complex deals—which is exactly what this current
environment provides.

Viewing the complex commercial real estate industry through an asset management lens is the key
to surviving—and thriving —in 2022’s tumultuous economic landscape.
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