
11/21/2011

1

Appraisal Institute - DC Chapter pp a sa s u e C C ap e
Retail Real Estate Market Update
November 2011 

R. William Kent
Executive Vice President

Gary S. Lawrence
Executive Vice President

CBRE
750 9th Street NW

Capital Markets | N a t i ona l Reta i l Investm en t Gr ou p
Atlanta :: Boston :: Charl otte :: Chicago :: Dal las :: Miam i :: N ewport Beach :: Washington, D.C.

Executive Vice President
202.585.5592
bill.kent@cbre.com

Executive Vice President
202.585.5533
gary.lawrence@cbre.com

750 9th Street, NW
Suite 900
Washington, DC 20001
202.783.8200

CBRE National Retail Investment 
Group Track Record

Total Number of Sales by State
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Market Overall Stats
2011 National Investment Sales Likely to Hit 2003-2004 Benchmarks

APARTMENT HOTEL INDUSTRIAL OFFICE RETAIL TOTAL %CHANGE
2003 $30.0 $1.2 $14.2 $46.6 $28.2 $120.3 n/a

$38 0 $15 2 $16 0 $47 3 $29 5 $145 9

Source: Real Capital Analytics    *Annualized Projections 

2011 
Projected 
Totals

CBRE Trailing 12 Months - # of Sales

$38.0 $15.2 $16.0 $47.3 $29.5 $145.9
2004 $51.4 $16.5 $21.8 $76.1 $50.4 $216.2 79.7%
2005 $92.0 $28.6 $39.6 $108.9 $51.8 $320.9 48.4%
2006 $89.8 $36.7 $45.0 $137.0 $51.3 $359.8 12.1%
2007 $96.6 $61.4 $51.9 $209.2 $64.9 $484.0 34.5%
2008 $39.0 $11.9 $23.5 $57.1 $20.7 $152.3 -68.5%
2009 $16.3 $3.3 $9.3 $17.7 $12.2 $58.8 -61.4%
2010 $33.9 $12.7 $17.7 $45.1 $20.0 $129.4 119.8%

Q3 2011 $35.2 $13.8 $15.1 $42.8 $26.6 $133.6
YE 2011* $38.0 $15.2 $16.0 $47.3 $29.5 $145.9 12.8%

Retail Real Estate Market Update 2

In October, trailing 12 month 
aggregate was 4,959 sales, still off 
2007 trailing 12-month peak of 
8,000. 

2,000
2,500
3,000
3,500
4,000
4,500
5,000
5,500

N
ov-10

D
ec-10

Jan-11

Feb-11

M
ar-11

A
pr-11

M
ay-11

Jun-11

Jul-11

A
ug-11

S
ep-11

O
ct-11

Sa
le

 V
ou

ch
er

 C
ou

nt
, A

nn
ua

liz
ed

Source: CBRE Sale Voucher Data

Retail

2011 Sales
(through Q3)

# of 
Transactions Total Value Average Size

Average Price 
PSF(through Q3) Transactions Total Value Average Size PSF

Baltimore 16 $296,350,398 $18,521,900 $253

Washington, DC 8 $50,250,827 $6,281,353 $516

DC / MD Suburbs 16 $515,935,953 $32,245,997 $328

DC / VA Suburbs 24 $312,961,535 $13,040,064 $419

Retail Real Estate Market Update 3

TOTAL 64 $1,175,498,713 $18,367,167 $367

Source: Real Capital Analytics, Q3 2011



11/21/2011

3

Retail - Average Annual Top Line 
Revenue Growth
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Sacramento
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Retail Neighborhood Cap Rates (%),  Class A Stabilized

Source: CBRE EA Outlooks, 2011 Q2

Capital Markets Overview

• Cap rates compressing to record 2005–2006 levels for 
the very best Class A core quality shopping centersthe very best Class A core quality shopping centers 
offered for sale 
– Very small percentage of shopping centers fall into 

this category
– Only a few major markets qualify – Washington DC 

Metro is at the top of everyone’s list
Demand for these “no risk” centers far exceeds

Retail Real Estate Market Update 5

– Demand for these “no risk” centers far exceeds 
supply

• Distressed assets slowly trickling into the market from 
banks and special servicers and available assets are 
clearing the market
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Capital Markets Overview

• Class B and C assets not fairing as well
Buyer and seller can’t agree on how to price risk– Buyer and seller can t agree on how to price risk

• Short-term rollover
• Market rents
• Refinancing exposure when assuming high LTV , 

short remaining term debt
– New acquisition debt may require recourse

Retail Real Estate Market Update 6

– Less cap rate compression in this space

Grocery-Anchored Center Cap Rates
Cap Rate
T-Yield
20-yr Avg Cap Rate
10-yr Average Cap Rate
20-yr Avg T-Yield

Washington-Baltimore Historical Cap Rates Grocery-Anchored 
Shopping Centers & 10-Yr Treasury Yield   

6.00%

7.00%

8.00%

9.00%

10.00%

11.00%

12.00%

10-yr Avg T-Yield

Retail Real Estate Market Update 7

2.00%

3.00%

4.00%

5.00%

Jan-89

Jul-89

Feb-90

A
ug-90

M
ar-91

S
ep-91

A
pr-92

N
ov-92

M
ay-93

D
ec-93

Jun-94

Jan-95

Jul-95

Feb-96

S
ep-96

M
ar-97

O
ct-97

A
pr-98

N
ov-98

M
ay-99

D
ec-99

Jul-00

Jan-01

A
ug-01

Feb-02

S
ep-02

M
ar-03

O
ct-03

M
ay-04

N
ov-04

Jun-05

D
ec-05

Jul-06

Jan-07

A
ug-07

M
ar-08

S
ep-08

A
pr-09

O
ct-09

M
ay-10

N
ov-10

Jun-11

Jan-12



11/21/2011

5

Capital Markets Overview

• Most public REIT’s solved short term balance sheet 
issues, raised new capital in the public markets and areissues, raised new capital in the public markets and are 
bidding aggressively

• Private REIT’s continue to raise money and are active 
bidders for shopping centers

• Many domestic pension funds are now underweighted in 
real estate and have raised retail to the #2 most wanted 
asset class behind multi-housing

Retail Real Estate Market Update 8

asset class behind multi-housing
• Offshore equity targets US retail – Canadians are 

particularly active bidders

Capital Markets Overview

• Major life company lenders targeting the few very best 
Class A core quality shopping centersClass A core quality shopping centers
– Spreads are dropping due to competition for limited 

Class A product
– Interest rates still at or near historic lows
– LTV’s increasing due to competition for limited Class 

A product

Retail Real Estate Market Update 9

– I/O is back for lower LTV loans
– Enables public and private REIT’s and private equity 

investors to be more competitive with the all cash 
pension funds
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CBRE Recent Sales
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CBRE Recent Sales
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CBRE Recent Sales
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CBRE Recent Sales
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