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elcome to the Kansas
City Chapter of Certified
Commercial Investment
Member (CCIM) annual Real Estate
Report in partnership with our
long-time sponsor, the Kansas City
Business Journal. Our members
have contributed articles on
specialty areas in commercial real
estate that impact Kansas City’s
real estate market, and our hope
is to provide you with insight into
these key topics and trends.

Real Estate | Litigation | Employment
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Zoning & Government | Finance | Joint Ventures
lewisrice.com | 816.421.2500
1010 Walnut Street, Suite 500, Kansas City, Missouri 64106
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Commercial construction is on the rise in Kansas City, with development and
redevelopment projects of all types underway or proposed. To help keep track,
the Kansas City Business Journal has launched Crane Watch, an online map that
enables readers to get a snapshot of the commercial development throughout
the city. By clicking on icons that mark the locations of projects, readers get
summaries that include a description of each project, including information
such as the developers behind it, estimated cost, anticipated completion, links
to stories and more.

VIEW THE MAP OF THE BIGGEST CONSTRUCTION PROJECTS IN THE KANSAS CITY REGION:

bizjournals.com/stlouis/feature/crane-watch
bizjournals.com/kansascity/feature/crane-watch
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The CCIM Institute was
established in 1954 to give
commercial real estate
practitioners a previously
unrealized opportunity to further
their business practices through
focused education and networking
opportunities. Today CCIM is the
global leader in commercial and
investment real estate education
and services. The coveted CCIM
designation affords members an
undisputed competitive advantage
and is recognized as a hallmark of
professional competency. When
you hire a CCIM, you can be
assured that you have hired one
of the best educated and trained
professionals in the industry.
Our Kansas City Chapter of CCIM
is one of the most active and
award-winning chapters in the
country. We’re proud that our
Chapter has produced three CCIM
Institute Presidents starting with
Allen Block, Jerome Metzger and
Ralph Varnum. Charles Connely is
currently the Institute Treasurer
and Walt Clements is a senior
curriculum instructor. In our
42nd year and over 300 strong,
our membership is comprised of
disciplines that span the entire
spectrum of the commercial real
estate industry. We continually
strive to provide engaging and
innovative programs, whether that
be thru networking opportunities
at our monthly breakfast/speaker
series meetings, our many social
events, or the world-classrecognized CCIM designation
program where we offer all four
core curriculum courses annually
here in Kansas City on a two-year
cycle. Chapter CCIM candidates
can take advantage of our
scholarship program to help with
some financial support, as well as
the candidate guidance program
that is always available to them.

ANITA BATES, CCIM, is a Broker
with Colliers International|Kansas
City since 2005 and specializes in
Retail Tenant and Landlord Representation, and the sale of commercial properties. Anita can be reached
at 816-556-1123 or anita.bates@
colliers.com.

We’re extremely fortunate to
have the tremendous support of
our Annual and Event Partners,
to whom we are so very grateful.
Their loyal and generous backing
helps maintain high quality
events and insures our success.
Our Annual Partners include:
First National Bank, Lewis Rice,
First American Title Co., Burns
&McDonnell, Q|10 Triad Capital
Advisors, Inc., UES Consulting and
Prime Capital Investment Advisors.
A special thanks to the Kansas City
Business Journal, MarksNelson CPA
and Business Advisors, and our
Education Partner Dentons. We
also have terrific support from our
Event Partners who underwrite our
various special events throughout
the year. A full list of our Partners
is on the back page and we
encourage doing business with
them – they are industry leaders.
The Kansas City CCIM Chapter
invites you to join us and become
a member of our award-winning
organization. You don’t need
to be a CCIM designee or even
pursuing the designation to take
advantage of the many benefits
the Kansas City chapter offers.
Enhance your network and broaden
your knowledge of commercial
real estate through CCIM classes,
networking, and much more. If
you are in the commercial real
estate profession, then you need
to be aligned with this premier
organization today. For more
information please visit our
website, ccimkansascity.com, or
contact our Chapter Administrator
Rosanne Saitta at 816-358-2089.

“When you hire a CCIM, you can be
assured that you have hired one of the
best educated and trained professionals
in the industry.”
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Capital markets update

I

n February, the Mortgage Bankers
Association (MBA) hosted their
annual Commercial Real Estate
Finance (CREF) convention in San
Diego, California. The event attracts
institutional commercial real
estate (CRE) lenders and mortgage
bankers from across the country.
The lenders that were in attendance
included: Freddie Mac, Fannie Mae,
Life Insurance Companies, Pension
Funds, CMBS and Debt Funds.
Combined, these lenders represent
in excess of $500 billion of CRE
debt that was originated in 2018.
Sentiment amongst the lenders was
very upbeat, growth oriented and
overall optimistic. A theme shared
by the lending community was a
universal desire to lend more money
in 2019 than they did in 2018, which
is remarkable considering many
of these lenders posted a record
year in 2018 in terms of total debt
originated.
Of the $500 billion in CRE debt
originated in 2018, Freddie Mac and
Fannie Mae cumulatively originated
in excess of $140 billion in multifamily loan transactions. This is
staggering volume, particularly given
these two lenders, both of whom
exclusively lend on multi-family

FRANK SCIARA AND ALEX HILTON,
CCIM, are with Grandbridge.
Grandbridge Real Estate Capital is a
full-service mortgage banking firm
and proprietary balance sheet lender,
providing clients with comprehensive
and diverse access to a wide range
of debt and equity capital sources.
Grandbridge provides debt and equity
capital for their clients on a variety of
commercial real estate and multifamily
properties including office, retail,
industrial, multifamily, hospitality and
self-storage properties.

assets, accounted for almost 30.0%
of all permanent CRE debt originated
in 2018. In meeting with leaders
from Freddie Mac and Fannie Mae,
both lenders expressed the desire to
exceed their 2018 production. While
multi-family has been the darling
asset class for over a decade, some
wonder how long the bull market
will last. Freddie Mac and Fannie
Mae argue that continued demand
for multi-family assets will remain
high. This is largely due to the fact
that supply of new units has yet to
catch up with demand. At the annual
Freddie Mac conference last October,
lack of supply was a frequently
discussed topic. While there has been
some softening in the Luxury Class
A space, positive absorption persists;
and tenant demand for Class B and C
properties remains strong.
Interest rate volatility has been
persistent within all fixed income
markets, especially at the start of
2019 and last half of 2018. There were
significant increases in rates with the
10-year U.S. Treasury (most common
index for pricing permanent CRE
loans) reaching as high as 3.24%,
up from 2.46% at the beginning of
2018. Despite this, 2019 is proving
to be strong as rates have decreased

significantly with the 10-year U.S.
Treasury falling as low as 2.38%.
Combined with a compression
in lender spreads caused by an
abundance of capital chasing CRE
loans, and attractive investor yields
in comparison to other fixed income
relative values – rates (coupons) for
borrowers remain very attractive. In
addition, the Federal Reserve has held
off on rate increases and the general
consensus is that there will be no rate
increases of the federal funds rate in
2019. Finally, as the yield curve has
flattened, very little premium exists
for long-term rates versus shortterm rates.
The above factors should be a
net positive for acquisition and
disposition activity given the
availability of attractive financing.
The beginning of 2019 has exhibited
that borrower and lender appetites
and sentiments have continued to
remain bullish. Undoubtedly, this
is the result of a more favorable
capital markets landscape coupled
with CRE remaining a favored asset
class by both institutional lenders
and investors. This shared sense of
optimism should provide a healthy
and competitive market for strong
transaction activity in 2019.

BrinkmannConstructors.com
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More than $1.8 billion in transactions closed by the Kansas City team in the past
three years
Extensive relationships with more than 100 life insurance companies, CMBS
lenders, pension fund advisors, institutional investors and commercial banks
Freddie Mac OptigoSM, Fannie Mae DUS®, FHA MAP and LEAN approved lender
Proprietary lending platform – BB&T Real Estate Funding –
with permanent financing for stabilized projects on a fixed- and variable-rate
basis, bridge financing for stabilized and unstabilized projects, and ground-up
construction
Full offering of capital markets products through BB&T Capital Markets*

Kansas City Office

2001 Shawnee Mission Parkway | Mission Hills, KS 66205

Thomas J. Turner, III, SVP
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Downtown, midtown & urban core update

T

way, expect to see a transition to
higher density mixed-use projects.
Berkley Riverfront’s Master Planned
Development calls for up to 5 million
square feet of office, retail, hotel and
multi-family.

he story of downtown
Kansas City’s remarkable
comeback is one in which
we can all be proud. We have seen
amazing progress, with cranes and
construction on nearly every block
and streets bustling with activity.
The questions I hear most often
now are: “When will it stop?” and
“What’s next?”

LOOKING BACK – PROGRESS
IN THE LAST 10 YEARS
Before I try to answer those
questions, let’s recap Downtown’s
recent successes:
» Downtown’s residential population
has surged to roughly 27,000 people
and is expected to pass 30,000 in
2020. Over the last decade, we have
added about 1,200 to 1,500 apartment
units per year, which equates to an
average of about 2,000 residents per
year.
» Downtown’s office vacancy rate
has dropped from 17 percent to under
10 percent since 2010. The average
rental rate has increased 25 percent
during that time.
» After going 30 years without
a single new hotel development,
Downtown has 14 new hotels—either
built or under construction—adding
over 2,600 rooms and helping make
Kansas City a much more attractive
convention destination.
» The streetcar starter line has
prompted over $2 billion in new
development. The population
along the streetcar line has tripled.
Property values of development sites
along the line also have tripled in
many cases. Surface parking lots are
vanishing rapidly.
•Over 2.5 million square feet
of historic buildings have been
redeveloped, mostly from office to
residential or hotel. As the inventory
of historic structures disappears, we
are transitioning to new construction
with several landmark projects such
as One Light, Two Light and Arterra
luxury apartments.
LOOKING AHEAD – NEXT 10 YEARS
To answer the first question, “When
will it stop?” it simply won’t stop.

GIB KERR, CCIM, is director of capital
markets for Cushman & Wakefield in
Kansas City, specializing in the sale
of investment real estate. He can be
reached at 816-412-0212 or gib.kerr@
cushwake.com.

We may slow down briefly when the
economy inevitably takes a pause
from its recent growth streak, but
Downtown’s resurgence will benefit
from the “snowball effect” whereby
success attracts more and more
activity. This is not just a trend—
downtown Kansas City is in the early
stages of a whole new chapter.
As for the second question, “What’s
next?” I gaze into my crystal ball
and predict that over the next 10
years, we will see the final pieces of
Downtown’s revitalization fall into
place. After experiencing tremendous
success with residential, hotel and
entertainment development, we are
now moving into an exciting era of
office and retail growth.
New commercial activity will be
driven by the rising Downtown
population and the desire among
employers to locate offices where
the millennials want to be (which
is, of course, Downtown). In a tight
labor market, where companies
have to compete to attract the top
talent, being located in the right
place makes a huge difference.
The streetcar extensions (north
and south) to Berkley Riverfront
and through Midtown to the Plaza
and the University of Missouri—
Kansas City will lead to significant
increases in development activity
and population along the lines. On
the riverfront, where apartment
development is already under

The land rush along the Main
Street streetcar extension through
Midtown already has begun. Transitoriented developers are seeking
prime sites of one to two acres for
mid-rise apartment projects. While
the $316 million southern extension
is contingent upon a $151 million
federal grant, the pundits are
optimistic that the funding will be
approved and the extension will be
completed in three or four years.
For over a century, Kansas City’s
development pattern has primarily
been along a north/south axis.
In an interesting twist, however,
development is starting to push
eastward from Downtown. A prime
example is East Crossroads, which is
emerging as the hub of “Hipsterdom”
in Kansas City. Led by artists and
local craft brewers and distillers,
East Crossroads has become one of
the coolest and most entrepreneurial
locations in town.
The 18th Street corridor, linking East
Crossroads to the 18th & Vine historic

district, also is attracting a lot of
attention. JE Dunn Construction’s
proposed Keystone District is
expected to draw $90 to $120 million
in new development at the site of
Kansas City Area Transportation
Authority’s (KCATA) current
headquarters.
Last but not least, for the first time
in decades, we are witnessing new
construction along Troost Avenue,
primarily near Hospital Hill. This is a
fascinating trend that bodes well for
our city on many levels, and I expect
the Troost turnaround to extend
south all the way to 85th Street over
the next decade.
With all of this development activity,
many believe that the one thing
missing is a baseball stadium for the
Kansas City Royals. The Royals better
hurry, though, if they want to move
Downtown because development sites
are going fast.
My final prediction: The Royals will
see the light and realize that their
attendance and prices would be much
improved by a Downtown location.
They will hire local sports architects
to build the coolest stadium in
Major League Baseball—right here
in River City as the crown jewel of
Downtown’s epic comeback.
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Get them a commemorative
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‘I like old buildings ... that
have character, a story to tell’

“I gaze into my crystal ball and predict
that over the next 10 years, we will
see the final pieces of Downtown’s
revitalization fall into place. After
experiencing tremendous success with
residential, hotel and entertainment
development, we are now moving into an
exciting era of office and retail growth.”

22 • CCIM: KANSAS CITY’S REAL ESTATE DEALMAKERS

ADVERTISING SUPPLEMENT

Yes, I moved back in 1992 and went to
work for Kerr & Co., which became
Colliers Turley Martin Tucker (and
eventually Cassidy Turley). Kerr & Co.
was a pretty small company, so I wore a
lot of hats. I worked on bringing in new
property management business and
did a lot of office and land brokerage.
Was your dad upset when you left?
We’re a close-knit family, and he
may have been sad to see me go. But
Dad never pressured me to work for
him. He’s always encouraged us to be
independent thinkers.
Why did you leave?
In 1997, I went to work with Buzz
Willard and the Kempers at Tower
Properties. I saw it as an opportunity
to work for a well-capitalized local
company that was doing a lot of
investment and had a lot of properties.
I was there for eight years and oversaw
the leasing for all their office and
industrial properties.

Gib Kerr, a vice
president at Cassidy
Turley, is the broker for
the recent sale of the
Power & Light Building.
DAVE KAUP

Q

Ask Gib Kerr to
&
describe himself in
three words, and he
might say, “I’m a
unificator.”
At least that’s what
he did during a recent interview,
delivering his best impression of
comedian Will Ferrell impersonating
George W. Bush.
“I like bringing people together,”
he added on a more serious note. “I
like the thrill of the hunt, trying to
figure out who’s a good match for a
property.”
Kerr’s good at that because he is,
in another three words, “in the loop.”
Known as one of the top
commercial real estate experts in and
around the downtown loop, Kerr
joined Cassidy Turley’s Kansas City
office last year. But he’s been focused
on downtown real estate since
returning home from the East Coast
22 years ago.
He’s kept himself in the loop in a
figurative sense through professional
and civic groups and the local
Certified Commercial Investment
Member, or CCIM, chapter, which he
serves as president.
He has closed more than 250 deals
totaling more than $200 million. At
Cassidy Turley, Kerr joins his brother,
Whitney Kerr Jr., a veteran industrial
broker, and father, Whitney Kerr Sr.,
a dean of Kansas City commercial
real estate.

A

GIB
KERR
Vice president
of capital markets,
Cassidy Turley
Education:
Bachelor’s degrees in
European history and
romance languages,
Washington and Lee
University, 1985; MBA,
University of Virginia,
1988
Family: Three
daughters, ages 26
(twins) and 14, and a
son, 16

How did you get into real estate?
It probably goes back to all those
dinnertime conversations, when my dad
would talk about stuff he was working
on. I picked up a lot by osmosis. Also, we
grew up going to Grace and Holy Trinity
Cathedral. I remember vividly piling
into the station wagon after church with
Mom and Dad and the five of us kids. My
dad would drive us around Downtown
and talk about real estate developments.
remember going down 12th Street when
it was all the strip joints, like the Pink
Garter. We used to chuckle in the back
seat, seeing all that stuff. And Quality
going back 40, 45 years. It’s unbelievable
how much better Downtown is now.
Why did you get bachelor’s degrees in
history and romance languages?
I’ve always been interested in history.
And I tested out of a lot of French
courses, so I pretty much had my
French major done by the end of my
sophomore year. My adviser said, “Hey,
if you start taking Spanish, you can get
a romance language major.” It makes
me good at Trivial Pursuit. Just kidding;
it’s been a good, solid foundation.
Where did you start your career?
I worked for Wachovia Bank in North
Carolina, in their real estate investments
group. I was 25 and managing a
portfolio of about $100 million worth of
commercial property from coast to coast.

And then you bought a Sperry Van
Ness franchise?
Yes, I was ready to do something on my
own. I had a good run with Sperry Van
Ness, which was focused on brokering
until the investment market crashed in
with a full-service firm like Cassidy
Turley. If all you’re doing is investment
sales, you’re kind of a one-trick pony,
and it makes it tough to make it through
have been humbling for a lot of us in
the business, and it has really taught me
humility and respect for my peers. ...
But it makes you stronger, like tempered
steel — if you can live to tell about it.
Some brokers have avoided
Downtown. Why do you focus on it?
I like old buildings and properties that
have character, a story to tell. I don’t
want to see us turn our back on our
heritage and our Downtown because
I think it’s important to have a solid
core. We have that now, and I think the
next 10 years are going to be even more
exciting than the last 10.
Any hobbies?
I run and swim for exercise. I love
getting outdoors; just got done doing
some spring turkey hunting. I’m also
a history nut, and that’s mostly what I
read. I’ve always been fascinated with
the Civil War and specifically Robert
E. Lee. One thing he implemented at
Washington and Lee (University) was
the honor code: You don’t lie, cheat
made an impression on me.
— Rob Roberts

For more information, contact:
Geri Hennessy-Lantz, Reprint Consultant
(816) 777-2220 or ghennessy-lantz@bizjournals.com

Give your business a solid foundation.
As a full-service commercial real estate lender, we offer options that will span the life
of your project. With seamless financing solutions, we help developers build portfolios
while providing a customer-centered approach.
Contact us today for additional details on:
• Vertical Construction
• Property Acquisition & Refinance
• Land Development
• Multifamily and Senior Living Facilities

Matt Sheets
Market President | Kansas City
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CCIM letter: Economic outlook is positive

A

s the U.S. economy enters the
tenth year of the current market
cycle, positive economic trends
in Kansas City appear to show a
market poised for strong performance
in 2019. Economic growth is being
fueled by a mix of business-friendly
factors at the national and local levels
that are expected to attract significant
investment and bring a record number
of jobs to the market. In cooperation
with public officials, local business
leaders have helped push forth
initiatives to expand the Kansas City
International Airport, extend the KC
Streetcar line, and approve aggressive
tax incentives for corporations and
real estate developers. In addition,
Kansas City maintains a favorable
Midwestern location and has
established itself as a regional leader
which will continue to see increased
economic activity and consolidate its
status as destination for investment.
Investors remain cautiously optimistic
after strong performance in 2018
given that the U.S. economy is in the
late stages of expansion and is likely

metros. Multi-family performance
indicators are anticipated to show
further improvement at year end with
continued growth in the employment
base and wages. Additional multifamily market highlights include:

JOHN SCHORGL AND MICHAEL SULLIVAN, CCIM, are from Berkadia. Schorgl
is managing director of mortgage banking and specializes in the placement of
debt for commercial and multifamily real estate projects nationwide. He can
be reached at john.schorgl@berkadia.com or 816-759-0367. Sullivan is senior
director of investment sales. He can be reached at Michael.sullivan@berkadia.
com or 816-759-0369.

to see a correction in the coming
years. The Kansas City multifamily
market however has grown at a more
stable rate than many of its peer
markets during the current business
cycle and maintains healthy market
fundamentals to better absorb the
impact of a downturn. We still see
opportunities in the market for
clients with a focus on long-term

The CCIM designation is awarded to professionals
who have completed graduate level courses in
financial analysis, market analysis, and investment
decision analysis.
They are recognized experts in the disciplines of
commercial and investment real estate.

performance.
Following the most recent supply
wave in the metro, Kansas City
experienced the strongest absorption
of the cycle throughout 2017-18 and
vacancy compressed near its lowest
point historically. Rent growth grew
at a modest rate this past year but at a
slower rate than most major Midwest

Kenneth G. Block, SIOR, CCIM
Managing Principal
Office/Industrial/Investment

» Occupancy – Market occupancy
marginally declined from 2015-17
due to a large influx of supply. Since
the beginning of 2017, positive net
absorption has led to increased market
occupancy of ~92.8%. Vacancy for
Class A multi-family communities
is currently around 8.5% which is
240bps above the current Class B
market vacancy of 6.1%.
» Rent growth – Effective rents
increased 1.7% over the prior 12
months as excess demand allowed
operators to push rents alongside
growing market wages. Premier
submarkets such as the CBD/County
Club Plaza, Johnson County, and
Northland, continue to command the
highest rents in the metro.
» Development Pipeline – Metrowide,

Harry P. Drake, CCIM, CPM
Executive Vice President/
Chief Operating Officer

Donald F. Gessen, CCIM
Vice President
Office/Retail

Collaboration is key

S

ocial norms are shifting,
trends are ever-changing, and
technology is moving at the
speed of light…But commercial real
estate moves slow.
I’ve witnessed over 23 years, an
adherence to the way it’s always
been done and who does it, and a
reluctance to move into the future.
As always, new generations come
to the table with a drastically
different approach. This is good for
us, this new crew brings along with
them a natural ability to market
digitally, use new technology for
communication, and a fearless
appetite for entrepreneurship, but

SHERYL VICKERS, CCIM, CEO of Select
Sites and co-founder of WIRED

still, so many stay set in our ways.
It’s time we get with the program.
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If we were to bend, how would the
bright new future of commercial
development look? If many of my
colleagues and I effect the change
we intend, we would become more
collaborative and casual, diverse
and feminine and more transparent
in our communication than before.
Take the co-working phenomenon,
and the ‘sharing economy’ into
consideration. Collaboration is IN.

inappropriate comments, and cutthroat drives for the win. (Now if
only we could separate commercial
and residential licenses since our
industries are drastically opposite in
every way, and separate the CE that
goes along with it!)

OUT are the inefficiencies, the
printing of reams of paper, 3 ring
binders of data, voicemail, and
rooms full of file cabinets, ...also
out of fashion, are the intimidation
tactics, posturing, ultimatums,

Along with these shifts, I’ve also
seen in recent years, a general
rejection of the idea of incentives to
projects or areas that seem greeddriven rather than needs-based.
There is a large contingency of

There is a better way. It’s less of
a tug of war and more of a chess
game or a dance.
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8,000 units are currently in the
pipeline and are projected to be
delivered by the end of 2020.
Developers are primarily targeting
the previously mentioned premier
submarkets where rents are highest
and financial incentives most
aggressive. Although the multifamily market experienced excess
demand in the prior 12 months, the
new influx will increase supply side
pressure with newly delivered projects
requiring more concessions to achieve
stabilization.
INVESTMENT SALES ENVIRONMENT
Over the last several years, the
multifamily sector has been the most
desired of the commercial real estate
world, bringing in record levels of
investment from both private and
public groups seeking higher levels
of return with appropriate levels of
manageable risk. Today, investor
confidence in the long-term stability
of the multifamily sector remains
strong, despite robust new supply and
concerns regarding rising costs and
aggressive interest rate hikes. Tax
reform legislation in 2017 has also
opened up numerous opportunities
throughout Kansas City with the
creation of opportunity zones.

Bruce Johnson, CCIM
Vice President
Office Specialist

In 2018, Kansas City’s multifamily sales volume and market
prices per unit increased and built
up momentum into 2019. Private
investors continue to be the most
dominant capital source in market
acquisitions. In 2019, increased
attention to secondary markets
such as Kansas City is anticipated
as gateway market price levels
increasingly offer less return on
capital. Kansas City is becoming a
prime target for national multifamily
investors evidenced by several
recent high-priced transactions in
premier Kansas City submarkets.
As the economic cycle continues to
mature, we are also continuing to see
investor groups split into two primary
groups: the value-add buyers that are
looking to infuse syndicated capital
into a project in order to generate
the returns required by their equity
sources; and those groups that are
focused more on quality, seeking
stable assets that will generate steady
cash flow.
A LOOK AT LENDING
On the debt side, the outlook remains
highly optimistic as GSE (Fannie
Mae, Freddie Mac, and FHA/HUD),
life companies, banks, and CMBS
are all vying to put debt out in the

Matthew L. Levi, CCIM
Vice President
Office/Industrial/Retail

market. Lending caps for GSEs in
2019 mirror allocations in 2018.
Despite lending concerns of the Fed
raising rates in 2019, treasury yields
remain considerably low compared
to historical averages and spreads
have remained constant and even
compressed in some cases. The
10-year treasury yield has decreased
approximately 60 basis points from
the previous peak in late 2018. Loan
rates appear to have bottomed out
and present attractive opportunities
for multi-family owners looking to
refinance or grow their portfolio. We
are able to secure financing today
at fixed rates as low as 4.50% for a
10-year conventional GSE loan at 7580% leverage. GSE fixed rate products
of 5-20 years persist as the most
desirable debt product for multifamily
properties with ease of assumption,
higher leverage levels and the ability
to lever up during the loan term via
supplemental loan opportunities.
Owners increasingly are opting for
longer term non-recourse fixed loans
to lock in historically low rates. Life
companies also play a large role in
financing all types of commercial and
multi-family properties although
mostly lower leverage, they can rate
lock at application which is attractive
if treasuries are volatile. Banks

Brad S. Simma, CCIM
Vice President
Block Construction

Matthew P. Ledom, CCIM
Vice President
Investment Sales

continue to be most active in providing
bridge/construction financing, while
CMBS shops fill in whatever voids
there are in the market.
FUTURE HEALTH OF THE MARKET
Kansas City’s multi-family trends
and data show a healthy sector with
positive performance forecasted
through 2019. Demand for multifamily
shows no signs of pulling back in the
near term as Kansas City continues
to report steady job and population
growth. Recently approved public
projects and corporate expansions are
expected to be a catalyst for record job
growth and billions in investment into
metro over the next decade.
Multi-family investors should remain
cautiously optimistic in the near
term however and consider focusing
more attention on long-term market
opportunities with a more measured
valuation and underwriting approach.
Supply side pressure and a U.S.
economy nearing the contraction
phase of the economic cycle will result
in stressed multi-family fundaments
in the coming years. Firms with
strong balance sheets and assets
positioned well in the market however
should be able to recover quickly from
any correction.

Brent W. Roberts, CCIM
Snr. Vice President
Office Specialist

700 W. 47th Street, Suite 200 | Kansas City, MO 64112 | 816.756.1400 | www.BLOCKLLC.com

voters, along with brokers and
developers themselves, who now
demand some equity in this space.
I’m one of those brokers and
aspiring developers who believes
we need to open up opportunities to
those with alternative perspectives
and fresh ideas, rather than only
looking to the legacy families
of development who have done
so much for this city while
undoubtedly enjoying inherited
advantage.
Some might only bring their
experience, work ethic, brilliant
ideas, resilience, and integrity to
the table – with less capital. Why
not put a higher value on these
qualities and pair them with other
asset rich leaders. This is where we
will see the shift! Raise your own
value by embracing those unlike you
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and offer them your lens and your
guidance.
As urban core neighborhoods,
centered around Main Street, bust
at the seams and prices rise due to
both the cost of construction and
supply and demand, growth will
naturally move in all directions.
We see it at the riverfront, West
side/West bottoms, Midtown and
also, East of Troost. The East side
now seems viable for investment
consideration by those who have
avoided the area altogether. This
is a positive on one hand, but it’s
also a very sensitive subject if you
really understand the dynamics.
We must consider and acknowledge
why there is sensitivity. Imagine for
a moment, personally being a part
of the community ‘redlined’ into
an area by planners and developers,

who for their own desired outcome
(property values), controlled
housing development in the 1920’s.
And now imagine present day,
and what seems to be another
intentional effort to price you out
of that very neighborhood which
you have a strong attachment. Not
to mention the devastating lack of
equity to leverage towards a fresh
start (which you do not desire).
This very fact creates a friction that
deserves a solution.
One complex part of the solution.
Make sure the development and
investment community capitalizing
on and making decisions for these
areas, truly include the residents
or at a minimum invite those
affected to come along for the ride.
If you are building wealth, afford
others the same opportunity. Pay

it forward. Collaboration is the
key. But in this case, Collaboration
isn’t enough. It needs to include
mentorship and patience.
The only way to create equity in
this space is truly to train a whole
new class of brokers, developers
and investors and utilize the talent
being attracted through similar
initiatives through institutions
who are already doing this good
work; CREW, CCIM, ICSC, REAP, ULI
and WIRED. Ask yourself if your
company is truly representative of
the city you are doing business in
and what could you personally do to
advocate for more equity.
Invite others in.
You will end up with your win, but
so will everyone else.
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SWOT analysis of the Downtown office market

O

ften times when determining
their current state of affairs,
companies will perform
a SWOT Analysis. SWOT is the
acronym for strengths, weaknesses,
opportunities, and threats. These
elementary analyses allow businesses
to take a look at what they are doing
right, what they are doing wrong,
and what they can do to improve
their situation. We can use the same
analysis to gauge how our Downtown
Office Market is fairing. The
Downtown submarket encompasses
the area from the Missouri River
south to Crown Center.
Strengths:
There is a lot to like about where
the Downtown office market stands
today. As a result of the residential
development boom over the last
several years, older, functionally
obsolete office buildings have
been converted to residential
apartment buildings causing the
pool of available office buildings
to shrink. As this has happened,
the tenant’s from those buildings
relocated and helped backfill other
office properties. Overall the Kansas
City office market realized it’s 21st
consecutive quarter of increased
asking rental rates in the 4th Quarter
of 2018 and the overall vacancy rate
remained flat at 9% over the past

Mark Long

Mike VanBuskirk

Nick Suarez

retail, entertainment, and hotels
has created a very vibrant area that
is critical to the long-term success
of our entire metropolitan area.
The positive impact that key new
developments including; the Sprint
Center, Kauffman Performing Arts
Center, Streetcar, and the new Loews
Convention Center Hotel will have
on this community will be felt for
generations of Kansas Citians.
NICK SUAREZ, CCIM, joined Newmark
Grubb Zimmer in 2008 and serves as
senior managing director, principal at
the company’s Kansas City, Mo., office.
His primary responsibilities include
sales and leasing of office properties
and tenant representation. He can be
reached at 816-512-1012 or email@
ngzimmer.com.

year. The Downtown vacancy rate
sits at 8.2% with average asking
rents at $19.32 per square foot over
all classes of buildings.
In addition to the strengthening
office market, Downtown has simply
become a more attractive place to
live and work. As employers put
more focus on making real estate
decisions that assist their company
in attracting and retaining top talent,
the Downtown market is checking
all of the boxes to assist in those
needs. The influx of new residential,

ADVANCED
EXPERIENCE
“Our CCIM designees
continue to challenge
the commercial real
estate market with
innovative negotiation
expertise backed
by a rich history of
financial, market and
investment success.”
- Mark C. Long, President and
Chief Executive Officer

Chris Robertson
1220 Washington Street, Suite 300, Kansas City, MO • 816.474.2000 • ngzimmer.com
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Weaknesses:
There is not doubt that the
Downtown area has improved
significantly over the last several
years, but we are still lacking
modern, Class A office space that
many of our peer cities have, and
that what many of today’s Tenant’s
will demand. Opportunities to attract
major corporations to Kansas City
have been missed because of the lack
of available high-end space.
As much as we would like to think
that parking is no longer a major
concern for tenant’s and that
autonomous cars are the future
of transportation, the majority
of employees working Downtown
today are driving to their place
of employment every single day.
Additionally, businesses are putting
more people in a less amount of space
than ever before. The efficiency
by which tenant’s are using their
space is putting more stress on their
building’s ability to accommodate
the parking needs of the tenants. As
companies look to get more efficient
with their spaces by packing more
people into buildings than they were
designed for, we will continue to face
a parking problem Downtown.
Opportunities:
As the Downtown office market
has improved and tenant’s appetite
for high end space has increased,
there has not been a better time to
speculatively build an office building
Downtown than there is today. If a
tenant required more than 30,000
square feet today, there are only
seven existing buildings Downtown
that can accommodate a requirement
of that size and the average age
of those properties is over thirty
years old. With the vacancy rate
sitting at approximately 8% and
the limited number of available
options, the time is right for new
office development so that more
opportunities to grow the Downtown

market are not missed. Developers
can look to Corrigan Station building
at 18th & Walnut as a successful case
study in delivering a modern Class A
building to the market with pricing
that exceeded all other properties in
the submarket, but tenant’s were still
willing to pay a premium for highend space.
Threats: As strong as the Downtown
market is today, a concern that
any developer will have when
determining whether to build a
speculative office building or not is
whether there is enough demand
from tenants and whether those
tenant’s are willing to pay the freight
to get into a new building. With
exorbitant construction prices today,
developers will require premium
rental rates in order for the project
to pencil out. Most of the planned
speculative office buildings today
have quoted an asking rental rate of
$36 to $38 per square foot plus the
cost of parking, which may add an
additional $3 to $5 per square foot
in occupancy costs. Will tenants
see the intrinsic value of relocating
from a quality building where they
are paying $20 per square foot to one
where they are paying almost double?
Time will tell, but that money may be
well invested if it provides a company
a leg up on it’s competition in hiring
a top level employee or retaining a
key producer.
Another threat to the Downtown
office market is the continued
strength of the Johnson County
office market. The Johnson County
office market remains the largest
submarket in Kansas City and is
still a great place to do business.
Tenant’s can generally find newer,
modern spaces than what Downtown
buildings offer and without the
burden of parking costs. The pending
sale and proposed rebranding of the
Sprint Campus will be something to
pay close attention to as it relates
to its effect on the rest of the office
market.
After a quick review of the current
status of the Downtown office
market, it is clear that Downtown
Kansas City is strong and continues
to be a driving force for the Kansas
City region as a whole. We still have
plenty of room for improvement but
the key indicators are in place for
continued growth.

“As much as we would like to think that
parking is no longer a major concern for
tenant’s and that autonomous cars are
the future of transportation, the majority
of employees working Downtown today
are driving to their place of employment
every single day. ”
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Over $1.1 Billion in 2018 Closings
Long-term debt, Construction to Perm, Bridge & Equity
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KC’s industrial market among the strongest

S

ince the end of the Great
Recession, Kansas City has seen
35 million square feet of new
Class A state-of-the-art industrial
buildings developed. Since 2015, we
have completed 25.1 million square
feet which is the highest total in
the Midwest outside of Chicago.
What is even more impressive is
that we have seen 30 million square
feet of net absorption since 2013.
And outside of a political or world
economic downturn, the industrial
market should be poised to continue
to thrive.
Of the 35 million square feet that
have been developed, we have seen
roughly 100 new buildings added to
our marketplace. Developers have
constructed around 61 speculative
buildings ranging from 50,000
square feet – 920,000 square feet
and around 40 new buildings have
been build-to-suits to tailor to users
specific needs. Our most active year
for industrial construction was 2016
with 8.8 million square feet of total
completions. Since then we have
seen 4.2 million square feet of spec
completed (7.1 MSF with build-tosuits) in 2017 and 3.3 million square
feet of spec completed (5.2 MSF with
build-to-suits) in 2018.

FIGURE 3
MIDWEST 5 YEAR T&W EMPLOYMENT GROWTH & 5 YEAR
EMPLOYMENT GROWTH BY MARKET
(%)
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JOE ORSCHELN AND DAVID RONSICK,
CCIM, are from CBRE. Orscheln
specializes in representing clients
with acquisition/disposition needs and
structuring lease transactions. He can
be reached at 816-820-1013 or
Joe.orscheln@cbre.com. Ronsick’s
market research proficiencies include
managing retail, office, industrial, and
multi-family sector databases. He
can be reached at 816-968-5879 or
David.Ronsick@cbre.com
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Source: Bureau of Labor Statistics (BLS), December 2018.

With construction numbers
declining, are we are starting to see a
slowdown? According to our research,
the answer is NO. As of today in 2019,
we already have 10 spec buildings
announced or under development
by five different developers that
total around 3.3 million square feet
with more planned to break ground
this year. With overall industrial
vacancy hovering around 5.6%,
there is certainly still opportunity to
capitalize on demand. With Kansas
City being made up of roughly 11
major municipalities and straddling
the Kansas and Missouri state
lines, our market offers aggressive
tax abatements ranging from 50%
- 100% which helps drive spec
industrial construction but more
importantly encourages tenants to
relocate to these state-of-the-art
facilities.

6

CBRE RESEARCH

Today’s largest driver of a tenant’s
analysis in their overall real estate
decision is access to labor. Kansas
City’s labor force is amongst the
strongest in the region and is very
much contributing to our overall
success in the industrial sector.
According to KC SmartPort, “Kansas
City understands supply chain. A
diligent, Midwestern work ethic
and access to education are just a
few reasons why the workforce in
Kansas City is one of the best in the
country.” Our overall transportation
and warehouse employment
growth has by far outpaced other
employment growth over the last five
years.
So, where are the Tenants coming
from and what are their uses? It is

MIDWEST U.S. DISTRIBUTION LABOR | 2018 FIGURES

*T&W = Transportation and Warehouse employment

very compelling to see that these
speculative buildings are being
leased by a good mix of users that are
completely new to market and local
users looking to upgrade to Class A
facilities. We are seeing e-commerce
users, logistics companies, auto
suppliers/upfitters and some
manufacturers occupy these new
spaces. We have found that with the
right tax incentives, these stateof-the-art facilities are economical
for users coming from older Class B
space and when these users vacate
the Class B space, there is another
user behind them that is looking to
upgrade from Class C to Class B to fill
the vacancies.

Join the conversation
40.7K
12.6K
15.9K

With our centrality and logistical
infrastructure, Kansas City has been
on industrial users’ radar for quite a
while now. With our recent industrial
speculative development success, our
market has quickly become a strong
strategic market and more users
continue to explore opportunities
here. With our strong cadre of local
developers, great regional Economic
Development Council partners
(KCADC), aggressive incentives, good
labor force and a knowledgeable
industrial brokerage community,
Kansas City’s industrial market is
poised to continue to be a top tier
market.

Followers on Twitter
@KCBizJournal

Followers on Facebook
KCBizJournal

(Always on.)

Followers on LinkedIn
KCBizJournal
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Are office lease rates increasing? Not really

D

uring the past 7 years (since
2012), we have seen the asking rents for office buildings
increase dramatically, increasing
18.5% during this period. Does this
mean that landlords are profiting at
the expense of the tenants? Not at
all. There are many components that
make up a rental rate, basically, base
rent and operating expenses. Operating Expenses include real estate
taxes, property insurance, common
area maintenance, janitorial services,
and utilities. Over the past 20 years,
asking rents have remained very flat
(or dropped), while these expenses
have increased. In addition, other
expenses are real estate commissions
and construction costs to get an office
suite ready for occupancy. While
asking rents have gone up during this
period of time, the base rent (what
the landlord nets) has actually gone
down.
To demonstrate this, I will use 3
Corporate Woods as an example. In
2003, this building’s asking rents
were $22.00 per sf. Today, it is
$22.00 per sf, so no change in the
total rent. However, let’s look at the
operating expenses. In 2003, total
operating expenses for 3 Corporate
Woods was $8.76 per sf, so the base
rent was $22.00 less $8.76, netting

the Landlord $13.24 per rsf. Today,
the operating expenses are $10.30
per sf, netting the Landlord $11.70
per rsf, a decrease of 11.63%, over the
past 15 years. In addition, during the
same period, procurement costs have
increased, mainly the tenant finish
construction. In 2003, most office
spaces could be “turn-keyed” for $12
per rsf. Today, that number has at
least doubled and, with the trends in
tenant finish, is often in the $30 to
$40 per rsf range, but for the sake of
this discussion, I will use $20 per s.f.
This is an increase of $8 per sf on an
average five year lease term, or $1.60
per year. Without putting a time value
on the dollar, this reduces the net rent
again on our example, from $10.30
less $1.60, to $8.70 per sf, which now
shows a decreased rent to the landlord
over the past 15 years of $4.54 per
s.f. which is 34.29% less. The County
appraisal for this building increased
its value by 12.9% during this period
while the base rent declined.
These drops in base rent are not
sustainable to the office market. To
have the same base or net rent and to
cover increased construction costs,
this subject building should have an
asking rent of $13.24 plus $1.60 plus
$10.30, totaling $25.14 per sf, which is
why there is very little new speculative

construction in our market. New
building rates need to be in the $30
to $35 per rsf range to cover the
increased costs of construction.
The lease rate gap between existing
buildings and new buildings is
dramatic. Class A+ buildings like 82
and 84 Corporate Woods still have
lease rates in the $26 to $28 per
rsf range, which is a bargain when
compared to new construction.
Office asking lease rates are primed
for upward movement as more and
more landlords realize that the
base rent erosion is not acceptable
as it is uneconomical to maintain
the operations of a building in a
proper manner, leading to deferred
maintenance, short term repairs,
and reduced staff. With increased
construction costs and tenant
demands for high cost items,
increased operating expenses, and lack
of new construction, lease rates will
rise. Rates would have to jump 14.3%
today, just to catch up to 2003. To
get there, landlords need to keep an
eye on their base rent, not just asking
rents, and reduce tenant improvement
allowances, by having tenants
contribute more to their customized
office finishes, and to educate their
tenants and prospects on the true
costs to operate an office building.

BRENT W. ROBERTS, CCIM, is Senior
Vice President of Block Real Estate
Services. In the 26 years that Roberts
has been a commercial real estate
broker, he has been involved in more
than 1,600 transactions with a total
value of more than $1.5 billion and
12 million square feet. He specializes
in office buildings and office tenants.
He was the Kansas City Regional
Association of Realtors Commercial
Broker Rookie of the Year, Commercial
Salesperson of the Year multiple times,
CCIM Homerun Award multiple times,
and was inducted into the Midwest
Real Estate News Hall of Fame in 2017.
He holds an MBA in finance from
Washington University in St. Louis and
an undergraduate degree in business
from Indiana University.

WE PARTNER
Bringing your vision to life requires more than
a blueprint and a gilded shovel. It takes a deep
understanding of how your building will impact
those who occupy it. And collaborative
leadership to get the job done right.
That’s what makes our buildings.
That’s what makes us McCownGordon.
mccowngordon.com

Diagnostic Imaging Center–Overland Park, KS
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THE DEALMAKERS
YOUR MOST VALUABLE PARTNER IN REAL ESTATE
CCIM Designees, Kansas City Chapter
Adam Abrams

Aaron Elyachar

Kelvin Heck

David Noon

James Stacy

AREA REAL ESTATE ADVISORS, LLC

Elyachar Investments LLC

Heck Land Company

RealPac

Stacy Company LLC

Henry K. Adamson

Jon England

Doug Hedrick

Jason Nooteboom

Adamson & Associates, Inc.

NAI Heartland

Colliers International

Dean Realty Co

David Anderson

Chris Erdley

Bruce Jackson

Joe Orscheln

AMAI Architecture

Tower Properties

Bi-State Realty Advisors, LLC

CBRE, Inc.

Grandbriege Real Estate Capital LLC

Nathan Anderson

Chad Esslinger

Richard RC Jensen

Russell Pearson

NAI Heartland

CRE Financial

Reece Commercial

NAI Heartland

Mark Talley

Adam Stein
Berkshire Hathaway

Kate Sullinger

NAI Heartland

Bruce Baker

Bob Fagan

Bruce Johnson

Phil Peck

Baker Realty Advisors, Inc.

CBRE, Inc.

Block Real Estate Services, LLC

Block & Company, Inc. Realtors

Anita Bates

Christina Fenwick

John Jorden

Drew Quinn

Colliers International

UMB Bank

Jack Jorden Real Estate

Colliers International

Wayne Thompson
Thompson Design Consultants, P.C.

Jim Tiehen
The Tiehen Group, Inc.

Douglas Bates

Mike Foster

Ann Jorden-Spencer

Brent Roberts

Grandbridge Real Estate Capital, LLC

Foster & Associates, Inc.

Jack Jorden Real Estate, LLC

Block Real Estate Services

Ellen Todd
Curry Investment Company

Ken Block

Jeff Franklin

Gib Kerr

Chris Robertson

Block Real Estate Services, LLC

J.W. Franklin Co.

Cushman & Wakefield

Newmark Grubb Zimmer

Ben Boyd

Jerry W. Franklin

Whitney Kerr

T. David Rogers

NAI Heartland

J.W. Franklin Co.

Cushman & Wakefield

RE/MAX Elite, REALTORS

Colliers International

Colleen Bradbury

Tony Frook

Whitney Kerr, Jr.

Skip Rosenstock

Ferguson Properties

Americo Life Inc.

Cushman & Wakefield

Lane4 Property Group

Perry Trout

Bucky Brooks

Don Gessen

Michael Klamm

Robert O. Schock

Copaken Brooks

Block Real Estate Services, LLC

CBRE, Inc.

Yarco Company, Inc.

The Land Source/Evergreen Real Estate
Services

Bill Charcut

Marty Gilchrist

Richard M. Lanning

John Schorgl

Reece Commercial

NT Realty

Berkadia

Andrew Van Zante

Orion Property Group

James Clark
Oxford Realty LLC

Walt Clements
Dean Realty Co.

Charles Connely
Lewis White Real Estate Center

Phil Craven
Academy Bank

Pat Daniels, Jr.
The Land Source

Jeremiah Dean
Dean Realty Co.

Suzanne Dimmel

Mikele Torgler
Block Real Estate Services, LLC

Gabe Tovar

US Bank

Larry Goldman

Matt Ledom

Frank Sciara

Remax Commercial

Block Real Estate Services

Grandbridge Real Estate Capital, LLC

Michael VanBuskirk
Newmark Grubb Zimmer

Jack Goldsborough

Bill Maas

Steve Shearer

Cushman & Wakefield

Block & Company Inc Realtors

The Shearer Real Estate Co.

Varnum Armstrong Deeter, Inc.

Sheryl Vickers

Puneet Gorawara

Patrick Meraz

Bret Sheffield

KDR Group

Jones Lang LaSalle Americas, Inc.

VanTrust Real Estate, LLC

Jeremy Greenamyre

Aaron Mesmer

Dan Sight

Greenamyre Rentals, Inc.

Block Real Estate Services, LLC

Sight Commercial Realty

Ralph Varnum

Select Sites, LLC

Brian Votava
Northpoint Development

James Griffith

Jayme Miller

Brad Simma

Academy Bank

NorthPoint Development

Block Construction Services

Bob Gude

Pat Murfey

Catherine W. Singleton

Northpoint Development

Evergreen Real Estate Services

Astoria Healthcare Properties

INVEST Commercial Real Estate

Christopher Williams

Cushman & Wakefield

Kent Guinn

Paul Neal

Raymond Sisson

Kent Guinn Commerical Real Estate

Grindstone Industrial

BHHS Stein and Summers Real Estate

Harry Drake

Stephanie Harris

Ferd Niemann

Susan M. Smith

KCB Bank

third IV Properties, LLC

Susan M. Smith Advisory Services, LLC

Block Real Estate Services, LLC

Kevin Tubbesing

Todd Welhoelter
Commercial Property Advisors

Janet Wilkerson

Highlands Development Group

Annual Partners

Education Partner

Event Sponsors
Arvest Bank
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| Terracon

| Mark One Electric Company, Inc.
| U.S. Bank

| VanTrust Real Estate, LLC
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MarksNelson CPA and Business Advisors

