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Haskins also anticipates increased
office leasing activity throughout our region,
especially since much of the previous year’s
activity was simply short-term extensions
designed for survival, not strategic business
moves.

“As the economy improves, healthy
companies will continue to grow and resume
hiring. This will lead to more traditional office
leasing activity, Haskins said. He also expects
sustainable and high-performance buildings
will be increasingly in demand, with most
green offerings in the downtown core and
emerging green developments in the suburbs.

“Industry clusters including clean energy
and technology startups born during the
recession are likely to mature and become
stable fixtures in our economy, Haskins added.

In the industrial sector, Collins doesn't
expect much difference one year from today,
due to pockets of high vacancy and low
demand that fuel discounted deals.

“Rental abatement will undoubtedly still
be in play and landlords can only hope that
base rents, which are currently off 20 to 30
percent, will start to climb back toward pre-
recession levels,” Collins said.

Stubborn vacancy rates and weak
rents will test the staying power of all but
the strongest landlords, which leads Collins
to predict more industrial sales tied to
foreclosures or lender short sales.

“Without a miraculous recovery in the
leasing market and an ease of credit, the
squeeze is on and properties will have to be
sold,” he said.

Collins added that one group to watch
is business owners who will be displaced by
the Milwaukie Light rail extension. Many of
those business and real estate owners have
been out in the market but have yet to make
their move.

There’s good news and bad news for the
investment market, according to Johnson. The
(relatively) good news? We've hit bottom. The
bad news? We're likely to be down here for the
next 12 months.

“Liquidity is re-entering the marketplace
and activity is picking up, however, recovery
will be gradual,” Johnson explained. “Life
insurance companies estimate that they will

Experts weigh in on the best bets for investing in Portland real estate

In the wake of the capital markets crisis and a recession
that drove down commercial real estate rents and property

values, many investors headed for the sidelines. However, new

interest is emerging in well-priced assets.

Four commercial real estate experts from office,
industrial, retail and investment perspectives describe what
they would do with a spare $100 million to invest in local

property.

Eric Haskins, Grubb & Ellis, office and flex:

I would buy downtown office product, considered a core-plus

investment asset, which is not the “next big thing,” but is instead the

strongest long-term investment. Our downtown core is relatively
small in size and is geographically restricted by the Willamette
River and the I-405. It is pedestrian-friendly, bike-friendly, and
still car-friendly. This, coupled with mass transit options, parking,
I-5 access, housing and retail, offers a quality of life that is not
comparable to other markets.

Downtown office is also a sound investment because it is not
overbuilt; it is both the largest and tightest office submarket in
the metropolitan area and there are substantial barriers to entry.
Because of all of these variables, I believe that it will experience the
highest amount of rent growth and provide the most stability for a
long-term investor.

Chris Johnson, NAI Norris, Beggs & Simpson, office,
industrial and flex:

Diversity is an absolute must for an investment strategy.
Apartments, industrial and office, in that order, would be my

preferred buys. The strongest submarkets for purchasing office and

apartments would be the CBD or close-in, and for industrial, the
preferred areas would be along the I-5 and I-84 corridors.

In my opinion, the strongest long-term investments have
solid fundamentals — good location and access, good quality, and
stable in-place income. If you have an appetite for risk, it might

be worthwhile to pursue assets that need physical upgrading,
significant lease-up or even repositioning. The pricing will be
extremely attractive, but you'll need to be patient, have good market
knowledge and relationships and be willing to roll up your shirt
sleeves to execute a long-term strategy.

Todd Collins, Macadam Forbes, industrial and office
investments:

[ recognize there are a number of very capable real estate
investors that are being conspicuously patient right now. I wouldn't
spend $100 million overnight, but I'd look to be fully invested in the
next 18 to 24 months, focusing more on location and quality of the
asset than the product type. Since the cost of re-tenanting office and
retail space has always made me nervous, I would lean to toward
industrial, but for the right property and tenant mix I would pay a
premium, regardless of product type.

In terms of location, I have always liked close-in properties.
With the considerable public investment pouring into Portland’s
core, particularly in mass transit, the close-in properties will
become more valuable over time. I would look to suburbs but
would only consider premium-quality buildings.

Doug Magnusen, HSM Pacific Realty, retail:

Retail for the most part has been a strong investment in our
region — of course I'm biased in that opinion because I focus on retail,
but considering our development climate with regard to available
land for new product, I would suggest that existing retail, and for that
matter any existing commercial property, will hold its value.

When comparing the Portland region with other major U.S. cities,
Portland is one of the highest-ranked cities with the least amount of
retail property per capita. This means demand for Class A shopping
centers will remain high for new retailers entering our market.

The “next big thing” is yet to be seen. The “Lifestyle” center
exemplified by Bridgeport Village was the hot commodity before the
recession. Going forward, I believe retail will be driven by market
demand and ultimately what shoppers desire. Right now, affordability
is king, and Dollar Tree trumps Louis Vuitton. Go figure!

lend about $32 billion, which is double what
they did in 2009. Although the banks have
been stung and are cautious, the bigger, better
capitalized banks will be trying to compete
with the life companies to lend money”
Johnson added that conduits are also
slowly getting back into business. Borrowers
must realize that the lending game has
changed for the better, and probably for the
long-term. Underwriting fundamentals are
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back to the basics, including location, access,
quality, a strong rent roll, financially solid
tenants, and reasonable lease-up assumptions.

“Current income is key,’ Johnson said,
“because lenders are reluctant to bet on
predictions and pro formas—the future is still
inherently unpredictable”
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