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Smaller office buildings sell, but normal activity still distant 
B v M ARILYN B owDEN 

After more than a year of a 
virtual halt to sales activity in 
the office arena, the first quar­
ter of 20 l 0 showed some signs 
of renewal, brokers say, par­
ticularly among smaller proper­
ties , but normal market activity 
is still a distant hope. 

Accord ing to Stephen E. 
Gaunt, a senior vice president 
at Cresa Partners, only six of­
fice properties of more than 
25,000 square feet sold in Mi­
ami-Dade County in the past six 
months. 

"Compared with the paraly­
sis of.last year, there was more 
activity .in the first quarter," 
sa id Alex Zylbergait, associate 
director of the national office 
and industrial properties group 
at Mardus & Millichap, "butthe 
nature of the deals is different. 
It's smaller deals that are get­
ting done. 

"Generally speaking, the qual­
ity assets - those with good 
location, age and condition -
are holding va lue much better 
than non-quality assets, but they 
are not se lling for what they 
used to. Cap rates, though. lower 
for the good stuff, are going up 
across the board." 

But the gaps between what 
owners and potential buyers see 
as a fair price continue to be a 
barrier, he said. So does the gap 
between what buyers are look­
ing for and what's on the mar­
ket. 

"People want bui ldings with 
predictability of cash flow and 
stab ili ty of tenants," M r. 
Zylbergait said, "buCin general. 

owners are not disposing of 
those. Avai lable inventory is 
properties that are entirely or 
highly vacant. If somebody .is 
going to buy something un­
stable, they will want to stea l 
it." 

Matthew Adler, president of 
Adler Realty Services and chief 
investment officer of The Adler 
Group, said the purchase of 
office product is one of the 
company's major investment 
strategies, but the kind of deals 
he 's looking for are still few 
and far between. 

"For us , financing is not the 
issue; l ev~ rage is the prob­
lem," he said. "There are not a 
lot of assets with reasonable 
se llers. 

"We don' t consider ourselves 
bottom-feeders. We don't want 
to buy a distressed (lroperty. 
We'd much rather buy a per­
formi ng property from a moti­
vated owner. We want a good 
return and fair underwriting 
based on what we think cash 
flows will be." 

Most sa les, Mr. Zylbergait 
said, are cash deals. 

"Private investors rely on get-

'In one instance, the 
bank stepped in and 
uJouldn t let an owner 
lease his building because 
the lease rate WO'J{dnt 
service the debt.' 

have purchased at a high price, 
and now the va lue of the prop­
erty is less than the underlying 
mortgage. 

"Also, a lot of owners refi­
nanced and took money out, 
but didn ' t put it back into the 
property. So they are sort of 
handcuffed to that situation." 

As a result, he sa id, more and 
more proper\ies are coming 

Stephen Gaunt onto the market. 
"The bank that has a loan on 

the property is also a pi ayyr," 
ting financ ing, and it 's still a Mr. Gaunt said. "In one in­
very tough market for them," stance, the bank steppe'd in 
Mr. Gaunt sa id. and wouldn 't let an owner 

"At the same time, owners lease hi s building because the 
who may want to sell are in a lease rate wouldn ' t service the 
predicament because they may debt." 

And with lease rates continu­
ing to dip, he said, business 
owners have to ask themselves 
whether it makes more sense to 
lease rather than purchase. 

Some banks are selling repos­
sessed assets, Mr. Zylbergait said 
- particularly "stuff they con­
sider not that attracti ve. They 
are becoming more flexible in 
the pricing, so we will see some 
sales at ·distressed pricing. 

"I think activity will pick up a 
little more by the end of this 
year. ·For savvy operators who 
know how to operate and lease, 
it 's ·a great time to buy, espe­
cially if they have cash. When 
the market returns , they wi ll be 
very well positioned." 
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