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MIAMI-South Florida commercial real estate investors are
tired of sitting around waiting for sellers and banks to get
in gear. Stuck in neutral since the fall of 2008, some
private investors are getting ready to aggressively pursue
bargain properties.

Many property owners struggling with debt and rising
vacancy rates are facing a critical decision: Should they
sell and, if so, how much of a haircut should they take?

Executives of Woolbright Development, a longtime player in South Florida real estate, are ready to
buy. Newer companies led by market veterans, such as Miami-based Steelbridge Capital, also are
looking for bargains.

Boca Raton-based Woolbright, which owns about 30 commercial properties in Florida, has set a goal to
buy as much as $100 million in real estate by the end of the year, says Duane Stiller, co-founder and
president of the 26-year-old company. The developer plans to tap real estate investment trusts,
institutional investors such as pension funds, and private investors to fund its acquisitions, Stiller says.

In its search for purchases, Woolbright hopes to tap into relationships with three major sources of
capital: real estate investment trusts, institutional investors and private investors.

"In the next six months we will start to see an agreement [between sellers and buyers] in pricing
levels and a large number of transactions," Stiller says. "We would like to be able to align ourselves
with one of the three capital channels and start buying again. There's a lot of tire-kicking going on,
and we have a platform that can act as a conduit for capital to be invested in retail projects in
Florida."

The decision last month by the California Public Employees' Retirement System to turn over the
Downtown at the Gardens mall in Palm Beach Gardens to its lender shows owners are willing to
relinquish their distressed assets,, Stiller says. Lenders Berman Enterprises and Boca Raton-based
Ashkenazy & Agus Ventures acquired the $138 million note as part of a friendly foreclosure.

But a pricing gulf between sellers and buyers still exists, and available credit from lenders is minimal
at best, Stiller says. "There is essentially no credit available for new loans," he says. "This will not be a
permanent condition, however. We have been through a credit crisis like this in the late 1980s and
early 1990s."



The Federal Reserve's decision last Wednesday to renew the Term Asset-Backed Securities Loan
Facility (TALF) program could be enough to thaw out the frozen credit market. The program gives
loans to buyers of bonds backed by commercial-mortgage backed securities and asset-backed
securities. The Fed and US Treasury extended the program through the end of March 2010.

Key regulators like the Fed are going to be catalysts for distressed commercial real estate properties
being put on the market, says Scott O'Donnell, senior vice president of investment properties for the
Private Client Group of CB Richard Ellis. "Regulators are currently coming down on lenders to move
non-performing assets or work them out," O'Donnell says. "At some point in the near future, lenders
will give up on their workout strategies and begin foreclosing on assets that will ultimately be
marketed for sale, at a significant discount to 2006 pricing."

Some private investors have limited capital available and are reticent to overpay for properties when
significant discounts could be had down the road, but others are expressing interest, O'Donnell says.
The parts of the world where the interest is coming from, such as Canada, South America and major
US markets, are not surprising, but the investors pursuing potential deals are "not necessarily the
same players," he says.

Unencumbered by substantial debt or a struggling portfolio, the Miami arm of private real estate
investment company Steelbridge Capital is on the hunt for South Florida office properties to buy over
the next 18 months, says managing principal Jay Caplin. Leaving Cushman & Wakefield in July after
spending 22 years at the brokerage, Caplin has partnered with Chicago-based Gavin Campbell to
position Steelbridge as major buyers in the near future. Campbell launched Steelbridge in 2006 after
15 years at LaSalle Investment Management.

"Fortunately, we did not have a huge run of acquisitions in 2006 and 2007," Caplin says. "We are not
dealing with a portfolio of assets that are either in trouble from a tenant or debt perspective. We have
a clean slate, so to speak."

Like Stiller, Caplin sees parallels between the current real estate downturn and the savings and loan
crisis of the late 1980s and early 1990s. Both Woolbright and Steelbridge have property management
arms and plan to parlay vast relationships with large sources of capital into bargain commercial real
estate purchases.

Unlike Woolbright, Steelbridge prefers not to link up with REITs and other public institutional firms,
Caplin says. While the company would not rule out publicly marketed properties, executives prefer to
seek off-market deals.

"We have our own source of private capital," he says. "We have done work with high net-worth
individuals, pension fund advisors and private equity funds. We want to leverage these relationships
as best we can."



