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Real Estate

Families going straight to
asset owners to find buyers

Investors save on manager fees; owners tap fertile market
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Wealthy families looking to sell iconic
buildings are knocking on the doors of insti-
tutional investors, taking advantage of institu-
tions” growing interest in investing directly in
real estate.

Real estate-owning families are looking to
institutional investors — particularly sover-
eign wealth funds and pension funds — as
buyers of their properties

It's a win for investors that are keen to save
on real estate money manager fees, hold
properties long term and invest a lot of
money at onée time. It’s also a plus for the fam-
lies who want to unlock value in long-held
properties, industry insiders say.

It is hard to quantify how many deals have

occurred. however, because they are being
marketed 1o only a few selected investors

The burgeoning trend is “more of an effort
on both parties to do direct deals,” said Ron
Dickerman, president and founder of New
York real estate money management firm
Madison International Realty LLC. "We're
only scratching the surface”

Another part of the attraction of buying
outside the public auction process is that in-
stitutional investors get more time in which to
complete the transaction

“Auctions put an enormous constraint on
bigger institutions and sovereign wealth
funds that do move glacially” said Tim Ng,
managing director at New York-based bou-
tique consulting firm Clearbrook Global Ad-
visors, which is assisting on some of these

CHAMPING AT THE BIT: Ron Dickerman believes both sides are eager to make more rezl estate deals.

deals, “Instead of a window of 30 days, there Is
a 90- to 140-day window: ... Everyone is more
relaved and you are no longer dealing with a
competitive situation.”

Mr. Ng declined to name the families or

identify transactions and potentigl transac-
tions. He estimated the properties that could
be involved in these transactiony are each
worth between $600 million and $1{5 billion
SEE DIRECT <TN PAGE 30

Direct

CONTINUED FROM PAGE 3

Some of the well-known real es-
tate families include the Silver-
steins of Silverstein Properties Inc,
a Manhattan-based real estate de-
velopment and investment firm that
is rebuilding the office component
of the World Trade Center; the Rat-
ner family of Forest City Enterpris-
es Inc, a New York developer; and
the Speyers of developer Tishman
Spever Properties LP

The largest institutional In-
vestors are eager to invest directly
in real estate. According to survey
released last week by MSCI Inc's
real estate subsidiary Investment
Property Databank. 22% of institu-
tional investors are doing direct real
estate deals,

The real estate investment world
is in the midst of a dramatic turn as
large investors are pulling their real
estate investment management in-
house, said Peter Hobbs, managing

director and head of
research at IPD,

"Asset owmers are
concerned about the
cost ... and there is a
risk that they under-
value the value of the
fidudary capabilities
of the managec”™ Mr
Hobbs said. Instead
investors are using in-
termediaries such as
brokers to bring them
deals, he said.

The families are
willing to forgo an
auction process be- -
cause they feel they can get the
price they want by offering the
property to a few selected buyers,
fewer than 10, in a quiet Listing.

“It's not as much pressure as an
auction in which there are 15 to 20
institutions in a competitive bid,”
Mr Ng said. “It's becoming more
and more prevalent ... but it’s in the
beginning stages.”

Meanwhile, prices for trophy
properties are extremely high.

ing manager

GOING AROUND: Tim Ng
sald institutions are bypass-

management fees.

Prices |are ap-
proaching | or have
surpassed peak levels
in & number of mar-
kets, said Dan Fasulo,
managing director of
New York-based real
estate research firm
Real Capital Analytics
Inc Commercial real
estate in New York,
San Frangisco and
Boston already have
surpassed the market
peak of the fourth
quarter of| 2007, ac-
cording to Real Capi-
tal Analytics data |

Some sovereign wedlth funds
want to invest in trophy |properties
In star-power dties such as New
York and London that arg an casier
sell to their boards

“If you're an owner of real estate,
it seems to me you are thinking
about selling or tying up low-inter-
est-rate debt because you won't see
debt this cheap for a long time.” said
Glenn A. Sonnenberg president of

s and avoiding

real ectate investment manager Lati-
tude Management Eeal Estate In-
vestars Inc., Beverly Hills, Calif.

Crorners of high-profile buildings
want to sell the buildings for estate-
planning purpeses and to take ad-
vantage of property appreciation in
the gateway cities, he explained.

And instimntions “are bypassing a
manager, bypassing management
fees and seeking better returns,” Me
Ng said.

Meanwhile. sovereign  wealth
funds and pension funds have been
staffing up their in-house real es-
tate divistons to invest directly.

Clearbrock executives are in the
process of negotiating for a twophy
building wita a real estate family.

B0 far, a couple of transaction
structures Bave emerged. In one
structure, the family would give the
buyer a 100-year lease for the land
for a low rate and sell the building
outright. This gives the family a rev-
enue stream and the buyer cheap
financing for the purchase of the
building, Mr. Ng said. The second is
a sale, o

ora Ptk Ovg




