
Su rvey Met h odo l ogy
The annual Real Estate Inve s tor Out l ook was con du cted by Na tional Real Es t a te Inve s to r and Ma rcus & Mi ll i chap Real Estate Inve s tm en t

Bro kera ge Co. , wh i ch spon s ored this special su pp l em en t . Data was co ll ected in the third qu a rter of 2 0 0 4 .Q u e s ti on n a i res were mailed to a list

of N R E I i nve s tm ent su b s c ri bers and Ma rcus & Mi ll i ch a p’s priva te and insti tuti onal cl i en t s . A total of 648 su rveys were tabu l a ted .

The purpose of the su rvey was to gain insight into the current holdings of com m ercial real estate inve s tors and ga u ge their progn o s i s

for the of f i ce ,i n du s tri a l , retail and mu l ti f a m i ly sectors over the next ye a r. Ad d i ti on a lly, the su rvey measu red re s pon den t s’ vi ews on a host of

ti m ely top i c s , ra n ging from the state of the econ omy to interest ra tes to the impact of the 2004 U. S . pre s i den tial el ecti on on the com m erc i a l

real estate indu s try.

N R E I provi des in-depth analysis of trends in com m ercial real estate with an em phasis on inve s tm ent activi ty. Re aders inclu de own ers /

devel opers / m a n a gers , bro kers ,f i n a n ce and inve s tm ent profe s s i on a l s , as well as corpora te real estate exec utive s . This special report also appe a rs

in each of the fo ll owing publ i c a ti ons within Pri m ed i a’s Financial Servi ces Gro u p : Regi s tered Rep, Trusts & Es t a te s and Retail Tra f f i c.

The nati on’s largest firm specializing in real estate inve s tm en t , Ma rcus & Mi ll i chap cl o s ed $10.3 bi ll i on of i nve s tm ent tra n s acti ons for

priva te and insti tuti onal inve s tors in 2003. The com p a ny has more than 850 bro kers nati onwi de , the largest sales team in the indu s try.

I
n the eyes of i nve s tors , com-
m ercial real estate rem a i n s
h i gh ly attractive de s p i te som e

obvious signs of s tress in occ u p a n-
cies and ren t s . Du ring the first half
of 2 0 0 4 , sales among apartm en t ,
i n du s tri a l , of f i ce and retail proper-
ties to t a l ed $71 bi ll i on — a 32%
i n c rease over the same peri od in
2 0 0 3 , according to Ma rcus &
Mi ll i chap Re s e a rch Servi ce s .

If that pace con ti nu e s , the vo l-
ume of property tra n s acti ons for
the year wi ll easily su rpass the $124
bi ll i on in properties that traded
hands in 2003 and re ach more than
$163 bi ll i on .

The mon ey is po u ring in from a
va ri ety of s o u rces — priva te
i nve s tors , i n s ti tuti ons and intern a-
ti onal source s . “I bel i eve it wi ll be
a n o t h er record - breaking year in
terms of tra n s acti ons and capital
i nve s ted ,” pred i cts Ha rvey Green ,
pre s i dent and CEO of E n c i n o,
Ca l i f . - b a s ed Ma rcus & Mi ll i ch a p.

Com m ercial real estate rem a i n s
in high demand de s p i te uncert a i n-
ties rel a ted to the slow econ om i c
recovery, the upcoming pre s i den-
tial el ecti on and tu rm oil in the
Mi d dle East. “Those va ri a bles are
actu a lly en co u ra ging the flow of
capital into real estate ,” Green says .

Still Bullish
E xcl u s ive survey shows inve s t o rs plan to boost 
their total allocation to commercial real estate 
by a median 17% over the next 12 months.
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Ad d i ti on a lly, 40% of re s pon dents pre-
d i ct apartm ent property va lues to ri s e .

• A clear majori ty of re s pon den t s
bel i eve a vi ctory by Geor ge W. Bush in
the upcoming pre s i den tial el ecti on wi ll
m ore favora bly impact the com m erc i a l
real estate indu s try than a win by Jo h n
Kerry. S pec i f i c a lly, 75% of re s pon den t s
bel i eve a win for the Rep u bl i c a n
i n c u m bent wi ll have a more favora bl e
ef fect on the tax cl i m a te for com m erc i a l
real estate .

• Inve s tors most frequ en t ly cite
u n fore s een shocks to the econ omy as
t h eir top con cern (62%), com p a red
with 37% a year ago. The second most

f requ en t ly cited con cern on this ye a r ’s
su rvey is the ava i l a bi l i ty and cost of
i n su ra n ce (43%), up from 33% a ye a r
a go.

• The vast majori ty of re s pon den t s
(93%) ex pect mort ga ge ra tes to be
h i gh er 12 months from now, com p a red
with 44% in last ye a r ’s su rvey.
Ad d i ti on a lly, m ore than one in fo u r
(28%) anti c i p a te debt financing wi ll be
m ore difficult to obt a i n , up from 14% a
year ago.

• Ne a rly half of i nve s tors (46%) plan
to increase their use of the 1031 tax-
deferred opti on over the next five ye a rs .
Re s pon dents also indicate that they

Inve s tors perceive U. S . real estate as
a safe haven for inve s tm ent do ll a rs ,
even though landl ords in many mar-
kets are sti ll waiting for fundamen t a l s
at the property level to improve .
Do u bl e - d i git vacancies remain stu b-
born ly pers i s tent in many of t h e
n a ti on’s leading of f i ce market s , for
ex a m p l e .

While ste ady con su m er spen d i n g
has con ti nu ed to fuel the appeti te for
retail space , the of f i ce , i n du s trial and
a p a rtm ent markets are depen dent on
j ob growth to spark demand and fill
vac a n c i e s .

So far, su ch job gains have been slow
to materi a l i ze . In fact , em p l oym ent has
grown more slowly in the past three
ye a rs , econ omists point out , than du r-
ing any previous econ omic recovery in
the last 50 ye a rs . Af ter a dip in em p l oy-
m ent growth in June and Ju ly, wh en a
total of 110,000 jobs were ad ded , t h e
p ace of growth accel era ted in Au g u s t
with the cre a ti on of 144,000 job s ,
according to the Dep a rtm ent of L a bor.

To bet ter ga u ge inve s tor atti tu de s ,
Na tional Real Es t a te Inve s to r a n d
Ma rcus & Mi ll i chap Real Estate
Inve s tm ent Bro kera ge Co. j oi n t ly con-
du cted an exclu s ive real estate inve s t-
m ent su rvey from Ju ly 2 to Au g. 6 .
Abo ut two - t h i rds of the 648 su rvey
re s pon dents are priva te inve s tors .

O f the re s pon den t s , 70% have
i nve s ted in com m ercial real estate for
m ore than 10 ye a rs , and 46% report
total holdings va lu ed at $10 mill i on or
m ore . Re s pon dents are most likely to be
i nve s ted in apartm ents [Figures 1-3].

Am ong the stu dy ’s major findings :
• Nearly three-fourths (74%) of

re s pon dents plan to boost thei r
investment in commercial real estate
over the next 12 months by a median
17%, compared with 12.9% in last
year’s survey.

• Inve s tors are most likely to ex pect
the apartm ent sector to ex peri en ce
i m provem ent over the next 12 mon t h s .
Abo ut half of re s pon dents (51%)
ex pect apartm ent rents to ri s e .
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ex pect priva te partn erships to be bi g-
ger players in 1031 exch a n ges over the
n ext five ye a rs .

• More than half of re s pon den t s
(54%) plan to acqu i re properties spec i f-
i c a lly for redevel opm en t , ren ova ti on or
ex p a n s i on , up from 44% last ye a r.

“What is su rprising is the level of
optimism among re s pon den t s ,p a rti c u-
l a rly at a point wh en pricing is at an all -
time high and property fundamen t a l s
h ave not improved all that mu ch ,” s ays
Hessam Nad j i , m a n a ging director of
re s e a rch servi ces at Ma rcus & Mi ll i ch a p.
One ex p l a n a ti on is that a de a rth of a l ter-
n a tive inve s tm ents is driving capital to
real estate at a feverish pace , Nadji says .

Al t h o u gh strong con su m er spen d-
ing has bu oyed the retail sector, t h e
of f i ce , i n du s trial and apartm ent mar-
kets have all stru ggl ed with incre a s ed
vacancies and flat or disco u n ted ren t s .
“What that tells me is that the force s
that have made real estate perform the
w ay it has in the last three ye a rs are very
mu ch alive and very mu ch of a factor
going forw a rd , but the market wi ll have
to ad just to a capital shift at som e
poi n t ,” s ays Nad j i .

What fo ll ows is analysis of s ome of
the stu dy ’s key findings :

All Eyes A re on I n t e re s t Rat e s

Inve s tors are mu ch more opti m i s ti c
a bo ut the futu re directi on of the econ-
omy than at this time last ye a r. Ne a rly
t wo - t h i rds (63%) of re s pon dents to
this ye a r ’s su rvey ex pect the econ omy
to be stron ger a year from now, com-
p a red with 37% who felt that way a
year ago. One re a s on is that the job -
growth figure s , while falling short of
ex pect a ti on s , a re showing po s i tive
m om en tu m .

The big qu e s ti on is how high and
h ow qu i ck ly interest ra tes wi ll cl i m b.
As of m i d - Septem ber, the 10-ye a r
Tre a su ry yi eld regi s tered 4.2%.“ If ra te s
go up 100 to 150 basis points in the
n ext 12 mon t h s , and it occ u rs in a rel-
a tively orderly fashion , I don’t think it
wi ll cre a te any major disru pti on in the

m a rketp l ace ,” Nadji says .
Th i rty - s even percent of re s pon den t s

bel i eve that the 10-year Tre a su ry yi el d
would need to rise to a ra n ge bet ween
6.5% and 7.5% before it would have an
adverse ef fect on the com m ercial re a l
e s t a te market [Figure 4].

A modest jump in interest ra te s
would bring wel come rel i ef to som e
i nve s tors , ex perts say. For ex a m p l e ,
h i gh er interest ra tes would help to
s tem the boom in singl e - f a m i ly hom e
s a l e s , and in tu rn drive more dem a n d
for apartm ent units. Hi gh er mort ga ge
ra tes also wo u l d c u rb escalating pri ce s
and hei gh ten ed com peti ti on amon g
real estate buyers . In some cases,
u pw a rds of 20 bi d ders are chasing the
same property.

“ It’s clear that the con ti nu ed abi l i ty

to borrow at interest ra tes lower than
cap ra tes [the initial yi eld to the buyer
b a s ed on the purchase pri ce] con ti nu e s
to drive purchase pri ce s ,” s ays Steve
Mc Ca rt hy, m a n a ging director of
At l a n t a - b a s ed We s t Wind Ca p i t a l
Pa rtn ers , a priva tely held real estate
i nve s tm ent advi s ory firm .

“As interest ra tes ri s e , it wi ll likely
c u rtail inve s tm ent mom en tu m . It
won’t happen immed i a tely, but there
wi ll be some sof tening in pri ce s , even
for core properti e s ,” s ays Mc Ca rt hy.

De s p i te a high degree of opti m i s m
a bo ut the U. S . econ omy, i nve s tors sti ll
h ave con cern s . As i de from unfore s een
s h ocks to the econ omy and the ava i l-
a bi l i ty and cost of i n su ra n ce , wh a t
keeps them up at night? Hi gh vac a n c y
ra tes rank third on the list of con cern s
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( 3 9 % ) , fo ll owed by the slow pace of
rent growt h , ( 3 7 % ) , and cred i t wort h i-
ness of tenants (30%) [Figure 5].

O ffice Buye rs See O p p o rt u n i t y

With the of f i ce vacancy ra te above 16.5%
n a ti on ally, ef fective rents have dropped
by nearly 20% since the first qu a rter of
2 0 0 1 , to an avera ge of $20.12 per sq. f t . ,
according to data re s e a rch er Reis In c .

Al t h o u gh most inve s tors agree that
both ef fective rents and property va lu e s
a re likely to stay the same or incre a s e
over the next ye a r, a sizable minori ty
a ppe a rs skeptical of the stabi l i ty in this
s ector. Twen ty - one percent of i nve s tors
in down town of f i ce properties ex pect
the va lue of those properties to
dec rease over the next 12 mon t h s . By
com p a ri s on , 16% of i nve s tors in su bu r-
ban of f i ce properties bel i eve va lu a ti on s
wi ll fall [Figure 6].

The of f i ce sector typ i c a lly lags job
recovery. An o t h er ob s t acle is that many
leases were sign ed in 2000 and 2001
wh en rents were pe a k i n g. As those five -
year leases ro ll over in the next co u p l e
of ye a rs , ra tes on the new leases wi ll
d rop sign i f i c a n t ly to meet current mar-
ket ren t s .

“That actu a lly poses a big ch a ll en ge
for inve s tors at a time wh en pri ces have
con ti nu ed to ri s e , but yet you have this
l ooming air pocket in terms of of f i ce
cash flow,” s ays Green of Ma rcus &
Mi ll i ch a p.

Yet some inve s tors are taking adva n-
t a ge of h i gh sale pri ces to sell apart-
m ent and retail properties and are see k-
ing more opportu n i s tic buys in the
of f i ce sector. Ap a rtm ent cap ra tes in
s ome markets are as low as 4.5% to 5%,
while prime retail nei gh borh ood shop-
ping cen ters have cap ra tes ra n gi n g
f rom 6% to 7%, Nadji note s .

“Wh en you have that type of c a p - ra te
com pre s s i on , because pri ces are so high ,
we’re seeing some inve s tors take prof i t
and then re - i nvest their capital in of f i ce
properties at more of an 8% to 9% cap
ra te ,” he says .

O f f i ce inve s tors are showing a bi t
m ore con f i den ce in the near- term health
of su bu rban properties than urban on e s .
Am ong re s pon dents inve s ted in of f i ce
properti e s , 15% ex pect a decline in
down town ef fective ren t s , com p a red
with 9% that pred i ct a decline in su b-
u rban of f i ce ren t s .

“Our vi ew at this ju n ctu re is that we
want to be ex trem ely opportu n i s ti c ,”
s ays Mi tch ell Hers h , pre s i dent and
CEO of Mack - Cali Re a l ty Corp. b a s ed
in Cra n ford ,N . J.

For ex a m p l e , Mack - Cali purch a s ed

a 317,000 sq. f t . building in Pa rs i pp a ny,
N . J. , for $34 mill i on , or ro u gh ly $107
per sq. f t . in April that has a high - qu a l-
i ty, i nve s tm en t - grade tenant with a
lease that term i n a tes in abo ut two
ye a rs .

“We wi ll be repo s i ti oning that
building in a va s t ly improving econ o-
my, and we wi ll see a significant retu rn
on inve s tm ent while that’s all happen-
i n g,” he says . The real estate inve s tm en t
trust (REIT) owns and manages ro u gh-
ly 30 mill i on sq. f t . of Class-A of f i ce
s p ace .
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Ap a rtment Inve s t o rs U n d a u n t e d

The mu l ti f a m i ly sector has been hard
hit by an unpreceden ted hom e - buyi n g
s pree co u p l ed with job losses.
Com pounding matters is new con-
s tru cti on , wh i ch has on ly ad ded to the
rising vacancy ra te and pro l i fera ti on of
rent discounts and con ce s s i on s .
Ap a rtm ent vacancies have cl i m bed
f rom 4.7% at the end of 2001 to 6.8% at
m i d - ye a r, according to Rei s .

Yet apartm ents remain the favored
property type among inve s tors , wi t h
29% of re s pon dents who are not cur-
ren t ly inve s ted in apartm ents indicat-
ing that they would like to invest in
mu l ti f a m i ly.

One re a s on that inve s tors are parti a l
tow a rd apartm ents is that they bel i eve
the apartm ent sector is poi s ed for
recovery. Two - t h i rds of re s pon den t s
who are curren t ly inve s ted in apart-
m ent properties pred i ct an increase in
ef fective rents over the next 12 mon t h s
[ F i g u re 7], while 48% ex pect property
va lues to rise in the next 12 mon t h s .

“ If not at a bo t tom ,t h en the indu s-
try is within one qu a rter of re ach i n g
bo t tom ,” s ays David Levi n , exec utive
vi ce pre s i dent of acqu i s i ti ons for the
Ch i c a go - b a s ed Laramar Gro u p. Th e
com p a ny owns approx i m a tely 13,000
a p a rtm ent units around the co u n try.
“Our portfolio is starting to see
i m provem ent on both the income side
and occupancy side ,” he says .

The apartm ent market po s ted po s-
i tive absorpti on of 37,500 units du ri n g
the second qu a rter, wh i ch hel ped to
lift avera ge rents by 0.7%, according to
Rei s .

Laramar has taken advantage of
market conditions to sell some of its
apartment holdings. But after a year-
l ong hiatus on the buying side ,
Laramar is shifting back into acquisi-
tion mode with two strategies. One is
to target investment opportunities in
recovering markets such as Atlanta,
Austin and Denver. The second is to
focus on core markets with barriers to

new construction, such as Chicago
and Washington, D.C.

“ Now we are starting to see oppor-
tu n i ty, so we wi ll be playing both side s
of the fen ce — looking to acqu i re prop-
erty while also con ti nuing to sell of f
s ome asset s ,” Levin says .

Optimism that the apartm ent mar-
ket is headed for an upswing is fuel i n g
buying activi ty.“What we’re re a lly exc i t-
ed abo ut is that we’re seeing certain mu l-
ti f a m i ly markets around the co u n try
that have been under- performing over
the last three to four ye a rs , su ch as
At l a n t a , Au s ti n , Ch a rl o t te , Ra l ei gh and
Denver, that we bel i eve are poi s ed for a
com eb ack in the next 12 to 18 mon t h s ,”
s ays Ma rc Goldstei n , a principal at
Cree k s tone Pa rtn ers LLC in Ho u s ton .

Cree k s tone plans to purch a s e

ro u gh ly $500 mill i on in Class-A apart-
m ent properties in 2004. Cu rren t ly,
Cree k s tone is buying new Class-A mu l-
ti f a m i ly properties at abo ut 5% to 15%
bel ow con s tru cti on co s t s . “We bel i eve
we are coming into this next wave in
the mu l ti f a m i ly sector at a disti n ct
adva n t a ge ,” G o l d s tein says .

A Crowded Re t a i l M a rke t

S h opping cen ters con ti nue to be
i m m en s ely popular with inve s tors . For
e ach specific property type (mall , gro-
cery - a n ch ored cen ter, l i fe s tyl e / power
cen ter and urban main street ) , at least
79% of i nve s tors in that retail nich e
ex pect ef fective rents to increase or
remain stable [Figure 8].

The re s i l i en ce dem on s tra ted by the
retail sector du ring the recent eco-
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re s pon dents indicate that they have
plans to ren ova te , redevel op and/or
expand properties in wh i ch they cur-
ren t ly inve s t .

Perhaps the bi ggest ch a ll en ge in the
retail sector is com peti ti on to buy re a l
e s t a te . In some cases, a score of bi d ders
repre s en ting everyone from indivi du a l
1031 exch a n ge buyers to public REITs
is chasing the de a l s .

As a re su l t , Class-A retail properti e s
a re selling at cap ra tes in the ra n ge of
6.5% to 7%, and in ex treme cases cap
ra tes in Ca l i fornia have even dipped
bel ow 6%. “We are hoping that cap
ra tes are at the bo t tom ,” Pa rks says ,
“but our fear is that they wi ll drop a 
little lower.”

I n d u s t r i a l M a rket on the Mend

The conven ti onal wi s dom is that the
i n du s trial market wi ll improve , or at
least hold its own , over the next 12
m on t h s . Am ong re s pon dents curren t ly
i nve s ted in indu s trial properti e s , 4 8 %
ex pect ef fective rents to increase and
41% ex pect rents to remain the same
over the next 12 mon t h s .

At the same ti m e , 41% of re s pon-
dents ex pect indu s trial property va lu e s
to incre a s e , while 39% anti c i p a te va lu e s
to remain the same over the next ye a r
[ F i g u re 9].

The nati onal indu s trial vacancy ra te
pe a ked at 11% last ye a r, according to
Ma rcus & Mi ll i ch a p, and should
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n omic down tu rn that hit many other
property types so hard has on ly
en h a n ced ret a i l ’s rep ut a ti on . For
ex a m p l e , the vacancy ra te for nei gh-
borh ood and com mu n i ty cen ters has
f lu ctu a ted on ly sligh t ly bet ween 6.9%
and 7.1% for nine con s ec utive qu a r-
ters , according to Rei s .

“We are sti ll a spending soc i ety. It’s
h a rd to imagi n e , but even though we are
over- ret a i l ed in some market s , occ u p a n-
cies are up,” s ays Bob Pa rk s , CEO and
ch a i rman of Oak Broo k , Ill . - b a s ed
Inland Real Estate Inve s tm ent Corp.

The stabi l i ty of the retail sector has
c re a ted intense demand for properti e s .
“We are sti ll very mu ch in the acqu i s i-
ti on mode ,” s ays Lonnie Mi m m s , C F O
of Mimms Enterprises in Ro s well , G a .
Mimms owns abo ut 7.5 mill i on sq. f t .
of retail property in Atlanta and Ft.
Myers ,F l a . , and the firm has abo ut $40
m i ll i on of properties under con tract to
p u rch a s e .

But sti f f com peti ti on for deals has
prom pted inve s tors su ch as Mimms to
p u rsue unique opportu n i ti e s . “ It is
to u gh . What we’re finding are spec i a l
s i tu a ti on de a l s ,” he ex p l a i n s .

For ex a m p l e , Mimms purch a s ed the
321,000 sq. f t . Peri m eter Squ a re in
At h en s , G a . , for $8.35 mill i on in Apri l .
The property requ i res significant re -
ten a n ting due to vacancies by Wa l -
Ma rt and Food Lion . Mimms is not
a l one in its stra tegy. In fact , 62% of

decline to 10.5% by the end of 2 0 0 4 .
“The indu s trial market is showing sign s
of recovery because space demand in
this sector is cl o s ely ti ed to econ om i c
activi ty, wh i ch has been picking up
s te ad i ly for the past ye a r,” s ays Green of
Ma rcus & Mi ll i ch a p.

The warehouse and distri buti on
s ector is improving ra p i dly due in large
p a rt to a healthy retail market propell ed
by strong con su m er spending and sign s
of recovery in the business sector,
Green note s .

In ad d i ti on , the ju s t - i n - time inven-
tory and distri buti on revo luti on is
tra n s l a ting to con s o l i d a ti on of w a re-
house cen ters in stra tegic hu b - a n d -
s po ke markets as tenants seek more
ef f i c i ent del ivery sys tem s . That shift
also is cre a ting a demand for new, l a r g-
er fac i l i ti e s . Approx i m a tely 65% of n ew
proj ects are 250,000 sq. f t . or larger,
Green ad d s .

Wh et h er inve s tors are looking for
opportu n i s tic buys in a recoveri n g
m a rket or simply trying to add balance
to their portfo l i o, i n du s trial fac i l i ties —
p a rti c u l a rly warehouse and distri bu-
ti on properties — are in dem a n d . Th a t
demand is put ting pre s su re on pri ce s
and cap ra te s .

In du s trial net-lease properties in
Ca l i forn i a’s Inland Empire , for ex a m-
p l e , a re selling for cap ra tes of 7 % ,
n o tes James Cl a rk ,m a n a ging pri n c i p a l
of i nve s tm ent servi ces at EnTru s t
Re a l ty Advi s ors , an affiliate of t h e
Ch i c a go - b a s ed Al ter Gro u p.

The Al ter Group is curren t ly
building approximately 500,000 sq.ft.
of spec industrial space in the Inland
Empire. The firm already has an offer
to buy the facility at a substantial
profit — even though it has no ten-
ants and it is not scheduled for com-
p l eti on until mid-2005. “Th a t’s an
indication of the fervor of the mar-
ket,” says Clark.

U s e o f 1031 Exch a n ges Grows 

Inve s tors taking adva n t a ge of 1 0 3 1
t a x - deferred exch a n ges also con ti nu e

Increase       Remain the Same       Decrease No Answer  
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FIGURE 9. A MAJORITY OF RESPONDENTS EXPECT

INDUSTRIAL PROPERTY VALUES TO RISE OR

REMAIN THE SAME OVER THE NEXT 12 MONTHS
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to fuel buying activi ty. Exch a n ge buy-
ers defer capital gains taxes by ro ll i n g
profits from a sale into another re a l
e s t a te inve s tm en t . Forty-six percent of
re s pon dents ex pect their use of 1 0 3 1
exch a n ges to increase over the nex t
f ive ye a rs [Figure 10]. “I think it is
going to become a more popular veh i-
cle for inve s tors ,” Nadji pred i ct s .

One re a s on for the boom in the
1031 sector is that property va lu e s
h ave ri s en so dra m a ti c a lly that many
i nve s tors are looking to cash in on ri s-
ing sale pri ce s , while simu l t a n eo u s ly
d ivers i f ying their real estate holdings
i n to different geogra phic areas and dif-
ferent property type s .

Priva te partn erships are more like-
ly than insti tuti onal inve s tors to have
ex peri en ced a five - year increase in
t h eir use of 1031 tra n s acti ons (38% vs .
2 0 % ) . Ad d i ti on a lly, priva te partn er-
ships also are more likely than insti tu-
ti onal inve s tors to pred i ct an incre a s e
in their usage of 1031s in the next five
ye a rs (49% vs .2 7 % ) .

Own ers who are aging baby
boom ers also are looking to unload
h i gh - m a i n ten a n ce properties in favor
of m ore passive holdings , according to
Green . For ex a m p l e , Ma rcus &
Mi ll i chap recen t ly hel ped Edw a rd
Yo u n g, an attorn ey and inve s tor in
West Ba byl on , N . Y. , use a 1031
exch a n ge wh en he ro ll ed the proceed s
f rom the $1 mill i on sale of a 4,000 sq.
f t . of f i ce building in Deer Pa rk , N . Y. ,
i n to the purchase of a $3 mill i on
Wa l greens in Danbu ry, Con n .

Not on ly did the exch a n ge en a bl e
Young to defer capital gains on a prop-
erty that he had held for 20 ye a rs , but
overs eeing the new property requ i re s
mu ch less time and ef fort . “ It was a
blu eprint for a po s s i ble exit stra tegy
for mys el f and my family,” s ays Yo u n g,
who owns ro u gh ly $10 mill i on wort h
of real estate , pri m a ri ly apartm en t
properti e s .

At 53, Young is con tem p l a ti n g
e s t a te planning, and similar exch a n ge s
wo u ld be an ideal way to shift those

h o l d i n gs to less managem en t - i n ten s ive
real estate ei t h er for his own reti rem en t
or for his family to manage .

A Vote of C o n f i d e n c e for Bush

The outcome of the pre s i den tial el ec-
ti on wi ll influ en ce the inve s tm ent dec i-
s i ons of s l i gh t ly more than on e - qu a rter
of re s pon dents (27%). Am ong this
gro u p, 54% indicate that the do ll a rs
t h ey all oc a te tow a rd new devel opm en t
would be affected by the el ecti on
re su l t s , while 52% state that real 
e s t a te all oc a ti ons within their inve s t-
m ent portfolios would be affected .
In s ti tuti onal inve s tors are less likely to
a l ter inve s tm ent plans than are priva te
p a rtn erships (17% vs . 3 4 % ) , b a s ed on
the outcome of the el ecti on .

Ne a rly three - fo u rths of re s pon-

dents bel i eve that a Bush vi ctory in
Novem ber would have a more favor-
a ble impact on devel opm ent activi ty
[ F i g u re 11]. The su rvey re sults are
on ly sligh t ly less lop s i ded on the issu e s
of j ob cre a ti on and con su m er con f i-
den ce . Some 59% of re s pon dents 
i n d i c a te that a Bush vi ctory wo u l d
m ore favora bly impact job cre a ti on .
Me a nwh i l e , 62% bel i eve the re - el ec-
ti on of Bush would more favora bly
i m p act con su m er con f i den ce .

Ray Torto, principal and ch i ef s tra te-
gist with Bo s ton - b a s ed Torto Wh e a ton
Re s e a rch , bel i eves that nei t h er a Bu s h
n or Kerry vi ctory wi ll have an advers e
ef fect on com m ercial real estate . “I think
t h ey are both re s pon s ive to bu s i n e s s
n eed s ,” Torto says , “and cl e a rly re a l
e s t a te is a major indu s try.” ❚
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FIGURE 11. RESPONDENTS SAY A VICTORY BY GEORGE BUSH 

IN THE PRESIDENTIAL RACE WILL HAVE A MORE FAVORABLE

IMPACT ON THE COMMERCIAL REAL ESTATE INDUSTRY
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FIGURE 10. NEARLY HALF OF RESPONDENTS EXPECT

TO UTILIZE THE 1031 EXCHANGE OPTION OVER THE
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