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The President’s Message
Grab a CCIM and get disruptive

Bill Early, CCIM
Senior Vice
President,

JLL

ISRUPTION —
innovation that
fundamentally

alters a concept to create
an entirely new business
or industry — is driving
significant change in com-
mercial real estate, making
the value that CCIM des-
ignees deliver increasingly
vital to clients in Kansas
City and abroad.

Kansas City serves as
the backdrop for the tech-
nology-fueled industrial
revolution that is fueling
a “sharing economy” as
more and more consumers
seek less expensive goods
and services with shorter
terms. Airbnb, WeWork
and Amazon’s technology
to enhance and expedite
the retail experience and
distribution are a few ex-
amples of disruption.

Others include Kansas

“Kansas City serves as the backdrop for the
technology-fueled industrial revolution that
is fueling a ‘sharing economy’ as more and
more consumers seek less expensive goods and
services with shorter terms.”

City’s distribution centers,
which continue to impress
retail providers expanding
efficient and innovative
logistics solutions. Mobile
work and the “internet of
things” are reducing the
relevance of brick-and-
mortar offices in the war
for talent — just ask a
UMKC student or visit the
collaborative workspaces
that increasingly attract
millennials across Kansas
City and along the street-
car line.

An easy and immediate
step to mitigate the risk
related to technological,

political and economic
disruption is to demand
that your commercial
real estate providers hold
the CCIM designation.
The thought leadership
demonstrated in this
supplement displays how
CCIM designees own a
proven core competency
in investment analytics,
answer to a global network
that demands the high-
est ethical standards and
share unparalleled tech-
nology and data related
to local markets, demo-
graphics, labor analytics
and feasibility methods

— all tools that help you
successfully recognize and
capitalize on opportunities
created through disruption
and other trends.

Local membership to
CCIM is open to all, and
earning the coveted CCIM
designation is NOT a
requirement. Attend one
of our monthly breakfast
meetings or many net-
working events to find out
how CCIM can enhance
your business relation-
ships and opportunities.

Please visit ccimkansas-
city.com for more infor-
mation and to find a di-
rectory of CCIM designees
and sponsorship opportu-
nities. Thanks to all of the
sponsors, members and
designees who make the
Kansas City CCIM Chapter
the greatest CCIM chapter
in the world!

Bill Early leads JLL’s Integrated Portfolio Services (IPS) business from the Kansas City office. IPS can 1) coordinate corporate real estate strategy and 2) develop
real estate technology to improve operating margin in innovative ways. You can reach Bill at 913-469-4652 or bill.early@am.jll.com.

LEWISRICE

ArrorNeys a1 Law

With over 60 years of real estate law experience, Lewis Rice
is consistently one of the Midwest’'s highest ranked firms.

Real Estate | Litigation | Employment
Corporate | Estate Planning & Probate | Taxation
Zoning & Government | Finance | Joint Ventures

1010 Walnut Street, Suite 500, Kansas City, Missouri 63106
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Surf’s up Downtown: 2017 development update

E. Gibson Kerr,
CCIm

Director,
Capital Markets
Cushman

& Wakefield

irst came the residen-
F tial wave. Then the

hotel wave. Is the
office wave next?

Over the past 15 years,
Downtown’s residential
population surged from
about 8,000 to nearly
25,000 people. With over
5,000 new apartment units
in the pipeline, Downtown
will pass 30,000 people by
2020. (See graph.) As the
residential base grows,
more and more employers
will opt to locate closer to
the talent pool of millen-
nials, techies and creative
types who typically gravi-
tate to the urban core.

Meanwhile, a grow-
ing number of tourists
and business travelers are
rediscovering Downtown.
The area’s hotel industry
languished for decades until
the Kansas City Power &
Light District, the Sprint
Center, the Kauffman Cen-
ter for the Performing Arts
and other cultural amenities
made Downtown an excit-
ing alternative to the Coun-
try Club Plaza and suburban
locations. Now, more and
more visitors choose to stay
Downtown. And they have
a plethora of great new
options.

Until recently, the last
new hotel built Downtown
was the Marriott in 1984.

(T actually helped build it

as a summer laborer for JE
Dunn Construction after my
junior year in college). Last
year, 328 new hotel rooms
were delivered. Over 300
additional hotel rooms are
under construction, with
1,350 more in the pipeline.
Most notable among these
new hotels is the 800-room

Downtown Kansas City Residential Population

The number of people living Downtown will continue to grow.
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Hyatt convention center
hotel, which is scheduled to

break ground later this year.

In addition to new hotel
construction, the existing
Marriott and the Hotel Phil-
lips were extensively ren-
ovated and the Savoy Hotel
is undergoing a $48 million
historic conversion to an
upscale 21c Museum Hotel.
With these improved facil -
ities, Downtown will soon
have a vastly expanded in-
ventory — over 3,000 new
or improved hotel rooms
— which will provide an
enormous boost to Kansas
City’s convention industry.

A major factor in all of
this development activity
has been the new street-
car line, which opened in
May 2016. The streetcar
was an immediate success,
providing over a million
rides in its first six months
of operation. Downtown
retailers are reporting
dramatic increases in
sales. More important, the
streetcar has helped spur
roughly $1.8 billion in new

Downtown Office Conversions, 2013-2017

Building Square Feet New/Future Use
Argyle Building 120,000 Apartments
Power & Light Building 285,000 Apartments

Mark Twain Tower

200,000 Apartments & Hotel

Traders on Grand 275,000 Apartments
Former Federal Reserve Bank, 925 Grand 300,000 Hotel
Flashcube Building, 720 Main 210,000 Apartments

Brookfield Building

100,000 Apartments & Hotel

Commerce Tower

450,000 Apartments & Office

Board of Education Building

260,000 Hotel

Total

2,200,000

SOURCE: Cushman & Wakefield

A

A

2014 2017

development projects.

A study is now under
way to extend the streetcar
to Berkley Riverfront Park,
and residents in Midtown
will vote this summer on
a possible extension of the
streetcar to the Plaza and
the University of Missou-
ri — Kansas City. If these
extensions are approved,
expect a flurry of activity in
Midtown and on the Riv-
erfront as transit-orient-
ed developers pursue new
opportunities.

The hottest buzzword
for developers these days
is “walkability.” Residents,
tourists and office ten-
ants — especially the more
environmentally conscious
millennials — are placing
a much greater emphasis
on ditching cars and having
amenities and necessities
all within walking distance.
Over half of the employees
of at least one Downtown
tech company walk, ride
their bikes or take public
transit to work. As we less-
en our dependence on cars,
development will require
less structured parking,
thus becoming more eco-
nomically feasible.

Office space:
urban vs. suburban

Does this mean that of-
fice tenants will all aban-
don suburbia and move en
masse to Downtown? No,
but a growing percentage of
them will. The undeniable
trend sweeping America
is for companies to locate
Downtown. We have seen
numerous examples of that
recently here in Kansas City
with companies, such as

2020
(projected)

DSI (60,000 square feet in
the Town Pavilion), Google
Fiber (20,000 square feet
in 908 Broadway), Hollis +
Miller (30,000 square feet
in Corrigan Station), We-
Work (44,000 square feet
in Corrigan Station) and
Holmes Murphy (11,000
square feet in Corrigan Sta-
tion). As I write this, I am
aware of several significant
pending lease transactions
that will bring hundreds
more new office workers
Downtown.

Ten years ago — heck,
even five years ago — it
was almost unheard of
for companies to relocate
from their suburban offices
to Downtown. Now it has
become commonplace. In
the years to come, it could
morph into a boom.

Corrigan Station was
the first speculative office
building delivered to the
market in over 25 years.
The building is approach-
ing full occupancy and
is achieving the highest
rental rates in Downtown.
Still, due to the high cost
of structured parking and
historic construction, the
project required historic tax
credits and tax abatement
in order to pencil out.

Over 2.2 million square
feet of functionally obso-
lete office buildings have
been (or will be) converted
to alternative uses in the
past three years. (See table.)
With virtually no remaining
historic buildings available,
almost all future develop-
ment will be new construc-
tion.

E. Gibson Kerr, CCIM, is director of capital markets at Cushman & Wakefield. As a commercial investment real estate broker, he works with investors,
developers, owner-occupants and tenants who buy, sell, lease or develop commercial investment properties. You can reach him at gib.kerr@cushwake.com

or 816-412-0212.
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The workplace REIMAGINED:

S

Spaces

he workplace is not
I just where work

happens; it’s how
work happens. It defines
the “employee experi-
ence.” It’s where your
business strategy and your
workforce come together.
So how can you use your
workplace as a tool, as a
magnet to bring people to
ccIM the office, help them con-
Vice President nect with each other and
JLL be more productive?

The end user — the
employee — wants to have
an experience at the of-
fice when they show up
to work. In the future, I
see going to the office as
a privilege. Employees get
to go to the office to add
value to the business and

Patrick Meraz,

As a manager or business
owner, the idea is to un-
derstand what you should

or Patrick.Meraz@am.JLL.com.

improve their performance.

do with your workspace
for your organization and
align it strategically with
your business goals and
objectives. These could
include finding ways to
increase revenue or de-
crease operating costs
and keeping the business
agile to better respond to
changes in the workforce
and markets.

That is the value of the
workplace.

Employee engagement
has become a top busi-
ness priority for senior
executives. This all starts
with the type of building
and physical design of the
office space. Smart build-
ings will lead to smart
workplaces and adaptive
design strategies. We will
see the need for new types
of space, such as incuba-
tors and innovation and

WE LISTEN

FRoM SKETEH To SKYLINE

Building your vision requires more than an eye
for detail. At McCownGordon, we use our ears to
ensure that we clearly understand the essence
of your dream. Only then can we exceed your
expectations without exceeding your budget.

That’s what makes our buildings.
That’s what makes us McCownGordon.

mccowngordon.com

co-working labs, and the
importance of connectivity
will become a new utility
like energy. Companies
will view the workplace as
a service or an experience
to enable productivity and
attract and retain talent.

In the next decade, the
workplace will not be a
traditional office environ-
ment as we know it, and
the physical real estate
will change to reflect this.
Processes, tools, routines
— every facet of the of-
fice environment will also
adapt to the reimagined
workplace:

Workplace
The workplace is mor-
phing into a collection
of resources instead of a
status hierarchy. Few-
er closed offices, more
flexible furnishings and

hat inspire collaboration and productivity

collaboration spaces are
becoming the norm. This
requires offering choices to
suit the needs and prefer-
ences of different genera-
tions. Settings appropriate
for mixed uses, such as
drop-in or informal meet-
ing areas and huddle, team
and conference rooms, can
satisfy multiple functions
and diverse age groups.

Work practices

Each generation has
different modes for get-
ting work done, but unless
they are clearly identified,
misunderstandings can oc-
cur, impacting output and
productivity. In designing
a workspace, make sure
multiple stakeholders have
input on the design and
flow of the office space to

See REIMAGINED, Page 5

Patrick Meraz, CCIM, vice president at JLL, assists companies to make informed real estate decisions. You can reach Patrick at 913-469-4622

gt

McCownGordon

CONSTRUCTION

Flint Hills Discovery Center
Manhattan, Kansas
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Industrial market continues to score big

Joseph D.
Orscheln,

SIOR, CCIm

First Vice President
CBRE

Austin Baier
Associate
CBRE

ansas City is ma-
turing into a major
national player as

a distribution hub. With
access to four Class I
railways, four major in-
terstates and a 500-mile
population of 67 million,
the city presents logis-
tics opportunities that
are necessary for markets
driven by e-commerce, the
automotive industry and
third-party logistics pro-
viders.

Although Kansas City is
the country’s 17th largest
industrial market by square
feet, it boasted the seventh
largest volume of con-
struction deliveries in the
United States in 2016. This
figure was second only to
Chicago in the Midwest. Of
the total 8,830,058 square
feet, only 784,957 square
feet was for build-to-suit
projects — the remaining
8,045,101 square feet was
built on spec. The emer-
gence of spec development
has been a turning point in
the market and a perfect
illustration of investor and
user confidence.

Companies have been
looking to fulfill their na-
tional distribution needs
in Kansas City for some
time now, and this interest
shows no signs of slowing
down. Changes in trucking
regulations, among other
adjustments, have altered
national distribution maps,
revealing the advantages of

Kansas City. But in the past,
their required property type
hasn’t been readily avail -
able.

Fortunately, large spec
projects have sprouted up
all over the metro area and
these projects are filling
quickly. A sizeable 11.1 mil-
lion square feet of specula-
tive space has been com-
pleted since the beginning
of 2015.

E-commerce users,
intermodal facilities and
manufacturing commit-
ments from Ford and GM
are some of the major cat-
alysts for the growth in the
industrial landscape.

Several development
projects illustrate just how
great of an impact the
industrial growth is having
throughout the region:

Lone Elm 716 and 515:
This is a VanTrust
Real Estate spec de-
velopment with two
buildings totaling 1.2
million square feet in
Olathe with excellent
interstate access and
proximity to the BNSF
Intermodal.

KCI Intermodal Busi-
nessCentre: Trammell
Crow Company along
with its partners,
Clarion Partners and
the Kansas City Avia-
tion Department, are
developing 800 acres
into an industrial park

with interstate and
airport access and the
potential to deliver 5.4
million square feet of
space. Trammell Crow
recently delivered a
432,640-square-foot
spec building — the
third building Tram-
mell Crow has com-
pleted at the project.

56 Commerce Center:
Opus Development is
building a three-build-
ing industrial com-
plex with potential for
505,000 square feet
on 53 acres in Olathe.
The first building,

a 205,000-square-
foot spec project, was
completed in March
2017. This is geared

to address gaps in

the market by cater-
ing to the 24,000- to
205,000-square-foot
users.

HMBC Logistics: This
complex current-

ly comprises over
400,000 square feet
of spec development
in two buildings with
great interstate ac-
cess and proximity

to the railroad and
the Ford F-150 and
Transit plants. Hunt
Midwest’s master
plan includes up to 8
million square feet of
industrial space at the
692-acre site.

Logistics Park Kansas
City: This 1,700-acre
project with rail and
interstate access has
the potential to deliv-
er 17 million square
feet of space. The
park recently filled a
927,112-square-foot
building built on spec,
the largest spec de-
velopment in Kansas
City’s history.

The market still has
room to grow. Current con-
struction activity as of the
fourth quarter of 2016 was
over 7.5 million square feet
in 16 buildings. Absorption
numbers broke records
in 2016 with 5.8 million
square feet of net absorp-
tion. Nearly 4.6 million
square feet of net absorp-
tion came from modern
bulk warehouse proper-
ties. In the fourth quarter
of 2016 alone, 2 million
square feet of absorption
was posted.

Industrial develop-
ment in 2017 will match, if
not exceed, development
in 2016 with 6.8 million
square feet already under
way and several projects
expected to break ground in
the first half of the year. Of
these deliveries, 4.5 million
square feet is speculative
and 2.3 million square feet
is build-to-suit.

Will the 2017 absorption
rate match or exceed 2016?
We would bet on it!

Joe Orscheln has extensive knowledge of the Kansas City industrial market and specializes in representing clients with acquisition or disposition needs and
structuring lease transactions for both tenants and landlords. You can reach Joe at 816-968-5861 or joseph.orscheln@cbre.com.

Austin Baier joined CBRE in 2013. His main focus is advising industrial clients with both acquisitions and dispositions of industrial space through sales and leasing,
along with assisting in industrial investment transactions throughout the Kansas City metro and surrounding areas. You can reach Austin at austin.baier@cbre.com.

REIMAGINED, from Page 4

develop and share proto-
cols for collaboration, de-
cision-making, meetings,
employee and manager
accessibility, performance
measurement and mento-
ring.

Technology

Even technology prefer-
ences are generational. The
younger generations prefer
tools, such as instant
messaging and texting,

which offer more flexibility
and mobility. Define and
provide technology tools
and guidelines that iden-
tify tools appropriate for
specific activities and envi-
ronments. Use it to dis-
cover new ways to improve
collaboration, innovation
and performance.

Create a vision
for the future

Socrates said, “The
secret to change is to focus
all of your energy not on

fighting the old but on
building the new.” Today’s
companies are looking to
their physical office as a
strategic way to engage
and recruit talent, cultivate
personality and maximize
productivity. A workplace
that encourages knowledge
transfer and mentoring
will help ensure an em-
ployment pool that sup-
ports your business goals.
Today’s workplace can
no longer be defined by a
“one size fits all” solution.

This is why the real estate
“design” process that sup-
ports the workplace expe-
rience is imperative to suc-
cess. Organizations need to
create a work environment
in which all employees col-
lectively work successfully
together. A good workplace
design equals increased
performance, productiv-
ity and innovation. Suc-
cessful workplaces will
make going into the office
a privilege rather than a
necessity.
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Preparing for the future BOOM: S

aby boomers aren’t senior living communities. medicine and longer life ex-  ing indt
Bgetting any younger. Here are some statistics pectancies than ever before, would b
If you disagree with to help you understand what 70 percent of the 65-plus long-te
that statement, it’s proba- is about to happen during population require some sort a decen
bly time for you to consider  the next few decades. Baby of long-term care, according are goir
memory care as one of your  boomers started turning 65  to the U.S. Department of and peo
living options in a continu-  years old in 2011 at arate of =~ Health and Human Services. = we are §
ing care retirement com- 10,000 per day, and in 2029, Creating options and op-  more se
munity (CCRC). The need when the last of them turns  portunities to take
for long-term care options 65, they’ll represent more What does this mean? A In rec
Matt Ledom. CCIM will only increase during the than 20 percent of the total  lot of people will need some  ers have
Vice President next few decades, creating U.S. population of 325 mil- sort of assistance in their could er
Block Real Estate many opportunities for real  lion people. Today, 65-plus- lifetime. Generally, that as-  shortag
Services. LLC estate developers and in- year-olds represent 15 per-  sistance is with basic per- units. N
’ vestors. As someone in his cent of the total. Maybe I’'m  sonal tasks, which are called ments,
mid-twenties with a long delusional, but 20 percent activities of daily living sions of
career ahead, I am looking of 325 million — 65 million  (ADLSs) in the senior hous- are taki
forward to helping improve =~ — seems like a lot to me.
the lives of seniors through  Even though today’s popu- Since joining Block Real Estate Services, LLC in 2013, .
the development of quality lation has better treatments,  with avalue of more than $200 million. You can reac

Block Real Estate Services, LLC

Presents its CCIMs . |
The CCIM designation is awarded to professionals £2

=" N
who have completed graduate level courses ! \ .
| |

in financial analysis, market analysis, 1 ¥4
and investment decision analysis. '

Donald F. Gessen, CCIM
Vice President

Office/Retail

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

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

They are recognized experts in the disciplines of
commercial and investment real estate.

700 W. 47th Street, Suite 200 | Kansas City, MO 64112 | 816.756.1400 | www.BLOCKLLC.com
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enior living options play key role

1stry. Medical care

e another obvious
rm care service. So, if
- amount of seniors
g to need assistance,
ple are living longer,
roing to need many
nior housing options
“are of them.

ent years, develop-
 caught on to what
1d up being a huge

e of senior housing
ew CCRC develop-

as well as conver-
‘older buildings,

ng place all over

Kansas City. A CCRC refers
to a property that offers
independent living, assist-
ed living and some sort of
nursing care. Essentially, the
residents can “age in place”
so they won’t have to move
again.

Tutera Group has several
CCRCs under development,
including Tiffany Springs
Senior Community, which
will add 300 new units in
the Northland. DAMCO is
developing St. Anthony’s, a
222-unit CCRC created from
the conversion of the for-

Viatt Ledom has been involved in the sale or development of deals
h Matt at 816-412-8452 or mledom@blockllc.com.

Bruce Johnson, CCIM
Vice President
Office Specialist

Public Relations Chair

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

mer Highlands Profession-
al Tower in Brookside. CA
Ventures recently completed
Travanse Living at Olathe, a
redevelopment of the former
Holiday Inn at I-35 and 151st
Street to 132 units of assist-
ed living and memory care.
CA Ventures also developed
The Sheridan at Overland
Park, a 116-unit assisted liv-
ing and memory care facility
in CityPlace, a Block Real
Estate Services mixed-use
development.

I’ve traveled throughout
the country to attend con-
ferences and expos and have
visited senior housing com-
munities from South Florida

Brad S. Simma, CCIM
Vice President
Block Construction

to Chicago and Denver to
Phoenix. I want to learn as
much as possible about the
industry and what develop-
ers are doing to plan for the
future.

In addition to the new
senior living developments
becoming available, owners
of completed and stabilized
properties are also figuring
out ways to add more units
to help meet demand. Over
the next decade, we’ll be
able to see how quickly these
new units are absorbed. It
will be a true indication of
just how much development
will be required for many
years to come.

v

Matt Ledom, CCIM
Vice President
Investment Sales

BIL|O|C|K

REAL ESTATE SERVICES,LLC

Your Needs.
Our Solutions.

GETTY IMAGES
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Local multifamily market
continues to attract investors

Bob Galamba,
SIOR, CCIM
Senior

Vice President
Colliers
International

Gabe Tovar, CCIM
Associate

Colliers
International

tifamily real estate sec-

tor has performed well
in this cycle, and the capi-
tal markets show opportu-
nity remains for continued
success. Interest rates and
public policy are always a
topic of conversation, but
at this stage, the invest-
ment and development
community seems to be
focused on three themes:
the search for yield, the
development pipeline and
the “Big Two,” genera-
tions, that is.

I t’s no secret: The mul-

Chasing yield

Kansas City receives
significant attention from
its local base of investors
and developers, but new
entrants to the market
are proving to be serious
competitors. More capital
is chasing fewer opportu-
nities, and some investors
are adjusting their strate-
gies as the market shifts.

One strategy in the
market comes from yield
investors who are looking
for assets with healthy op-
erations and a stable cash
flow they can bet on. Many
of these groups are com-
ing from gateway markets,
driven by the desire to beat
a 3- or 4-percent return
they face on the coasts.
Kansas City is a secondary
market in the eyes of the
investment community.
However, its diversified
economy and prospects for
growth are driving it onto
the acquisitions list for
yield investors throughout
the country.

Another strategy comes

from value-add investors
who are looking for assets
that have an in-place cash
flow with opportunities

to improve the property,
achieve higher rents and
generate an increased asset
value. Numerous val-
ue-add deals have traded
in the past few years, and
you will start to see some
of these flipped to the yield
investors as this cycle con-
tinues.

There’s no question
pricing has reached record
levels. As some investors
stretch their assumptions
in underwriting, others
have turned to or focused
on development to create
yield. These developments
range from new construc-
tion and conversions of
older buildings to a mix of
the two in both suburban
and urban locations. With
any strategy, it is clear that
if you want to participate
in this stage of the cycle,
you either have to dig for
the opportunities or be
willing to compete.

Development pipeline

As new development
projects continue to be
announced, spectators are
asking whether the market
can bear such an increase
in supply. Without dust-
ing off the chalkboard and
constructing a few sup-
ply-and-demand graphs,
our short answer is: not
yet. The apartment in-
ventory in Kansas City has
averaged an annual growth
of 2.1 percent through-
out the past three years.
In that same time period,

occupancy has averaged a
healthy 95.2 percent. As of
the fourth quarter of 2016,
we saw supply outpace
demand, equating to a drop
in occupancy by a few basis
points but still considered
strong compared to other
secondary markets.
Metro-wide apartment
inventory is forecasted to
grow at a rate of 3.4 per-
cent in 2017, a relatively
strong number compared
to the metro’s five-year
average of 2.1 percent. Al-
though Kansas City con-
tinues to see positive job
growth, pent-up demand
is a piece of the absorption
developers are betting on.
Simply put, existing rent-
ers relocating from one
submarket or property to
another and those who will
move from their homes
to an apartment will drive
growth. For us, it’s the
ever popular discussion of
millennials and boomers.

The ‘Big Two’

There is no question
millennials have changed
the game. This cohort is
willing to dedicate a great-
er portion of its income to
rental housing, and while
sometimes it’s because a
down payment for a home
is beyond their reach,
other times it’s simply
because they can. However,
they’re not just shelling
it out without expecting
something in return. Many
times, they are paying
more for building ameni-
ties, but more often, they
are paying more for the
location — so they can

walk to a nearby restaurant
or the streetcar can take
them to work. The appeal
of a dense, walkable en-
vironment is the amenity
package.

History would suggest
most of these “tenants”
will get married and start
families, and in doing so,
their housing preferenc-
es will shift. But statistics
show many are delaying
those decisions. No matter
the label you feel inclined
to give millennials, you
have to acknowledge the
impact they have.

While millennials are
still developing their
palette, the boomers have
lived long enough to know
what they want. They are
downsizing and starting to
embrace a new “lock and
leave” lifestyle. Yard work
is a distant memory, and
maintenance is only a click
away. This generation is
moving for the freedom an
apartment offers, but not
without the benefits of a
resort-style setting. Salt-
water pools, yoga studios
and movie theatres are be-
coming standard in luxury
developments. With 10,000
people a day turning 65,
the boomer generation is
a major influence on the
changing dynamics in
apartment living.

Despite the differences
between these generations,
demands for amenity-rich
product and an appetite
for live/work/play envi-
ronments will continue
to shape the decisions of
investors and developers
alike.

Bob Galamba, SIOR, CCIM, and Gabe Tovar, CCIM, advise investors and developers with the acquisition, disposition and development of multifamily assets
throughout Kansas City. They are partnered with 14 offices at Colliers International as part of the Multifamily Advisory Group. Bob can reached at 816-556-
1152 or bob.galamba@colliers.com and Gabe can be reached at 816-556-1161 or gabe.tovar@colliers.com
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Finance: Let the good times roll!

Frank Sciara, CCIM
Vice President
Grandbridge

Real Estate

Capital

he capital
continues to
flow! 2016 was

another record year
for funding com-
mercial and multi-
family real estate,
and there have been
few to no signs of a
slowdown in 2017.
Together, Fannie
Mae and Freddie Mac
produced a record
$112.1 billion in loans
nationwide in 2016,
and they increased
their loan targets
for 2017. Life insur-
ance companies also
had a record year,
originating $77.5
billion in loans in
2016, and increased
allocations for 2017.
Despite falling short
of expectations, the
commercial mort-
gage-backed securi-
ties (CMBS) market
still registered a solid
year in 2016 with
$75.9 billion in se-
curitized loans. The
Mortgage Bankers
Association project-
ed that originations
of commercial and
multifamily mort-
gages would grow
by 4 percent to $537
billion in 2017.

Despite all the
positive momentum,
lenders are cautious-
ly optimistic about
the future, which
should prove to be
positive for the mar-
ket. To avoid the pit-
falls that contributed
to the last financial
crisis, lenders are
staying prudent in
their underwrit-
ing with a focus on
in-place cash flows
versus projected
rents. Additionally,
banks have slowed
construction lending,
which should hold
supply in check.

The three major
lending sources for
long-term, fixed-
rate, non-recourse
financing are: agency
(multifamily lending
through Fannie Mae,
Freddie Mac and
FHA/HUD), portfolio
lenders (life insur-
ance companies) and
CMBS/securitized
lenders. All three

lending sources play
an important role in
an efficient perma-
nent market.

Agency lenders

They lend exclu-
sively against mul-
tifamily properties,
including market
rate, student, afford-
able, senior housing
and mobile home
communities. Both
Fannie Mae and
Freddie Mac continue
to expand product
offerings to increase
ever-expanding
portfolios. New
products include:

- lease-up pro-
grams for new con-
struction

- modification/
rehab programs for
value-add opportu-
nities

- credit facilities
for more active, in-
stitutional buyers

Each agency also
is pushing new green
initiatives by offer-
ing significant rate
reductions for quali-
fying properties.

In addition to
multifamily, FHA/
HUD will lend
against health care
facilities. With the
recent pullback by
banks on multifamily
construction lend-
ing, HUD has become
a more attractive
option for both new
construction and
major redevelop-
ments. HUD also
works particularly
well for historical
rehab projects.

HUD offers two
main loan programs:
1) construction/
perm with leverage
up to 85 percent, a
40-year fully amor-
tizing loan structure
and rates in the low
4-percent range, and
2) acquisition/refi-
nance with leverage
up to 85 percent, a
35-year fully-amor-
tizing structure and
a rate in the mid-
3-percent range.
Grandbridge has a
Bridge-to-HUD loan
program that can
help facilitate these
opportunities.

Portfolio lenders
Life insurance
company lenders
continue to fo-
cus on core Class A
and B assets in the
four major prop-
erty types. Their
underwriting tends
to be slightly more
conservative than
agency and CMBS
lenders; however,
life insurance com-
panies offer greater
flexibility. Portfolio
lenders can provide
fixed-rate loan terms
up to 40 years with
the most competi-
tive interest rates.
Portfolio lenders are
also expanding their
offerings with more
construction/per-
manent, bridge and
joint-venture equity

programs.
CMBS/securitized
lenders. The CMBS
market is active but
is navigating new
risk retention rules
that went into effect
at the end of 2016.
The rules require
lenders to hold a
portion of each se-
curitization for the
term of the loan,
which should prevent
the overly aggressive
underwriting we saw
before the financial
crisis. CMBS lenders
offer higher lever-
age than portfolio
lenders; however,
CMBS loans are less
flexible and rates are
higher. CMBS lenders
will lend against all
property types, in-
cluding unanchored

retail centers and
hotels.

In summary, the
capital flow into
commercial real es-
tate remains abun-
dant, and property
owners continue to
enjoy historically
low interest rates.
Lenders continue to
expand product of-
ferings in an effort to
invest more capital.
Rates have increased
since the presidential
election but are still
near historical lows.
The market contin-
ues to evolve rapidly
and companies like
Grandbridge can as-
sist with the chang-
ing needs of inves-
tors who use capital
for commercial real
estate.

Frank Sciara, CCIM, is based in Grandbridge Real Estate Capital’s Kansas City office.
Grandbridge is one of the largest commercial mortgage banking firms in the United

States, with over S7 billion (S700 million in Kansas City) in transaction volume in 2016.
Grandbridge’s investor base includes agency lenders (Fannie, Freddie, FHA/HUD), insurance
companies, CMBS lenders, mezzanine and preferred equity providers as well as proprietary
capital. Frank can be reached at 913-748-4453 or fsciara@grandbridge.com.
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Serving Kansas City
for over 40 Years.

We provide financing and advisory setvices for all types of commercial
and multifamily real estate, as well as setvice a growing multibillion-
dollar loan portfolio.

® Mare than $1.5 billion in transactions closed by the Kansas City team in the past

Contact Us

u Extensive relationships with more than 100 life insurance companies, CMBS
lenders, pension fund advisors, institutional investors and commercial banks

u Freddie Mac Multifamily Approved Seller/Servicer for Conventional and Seniors
Housing, Fannie Mae DUS®, FHA MAP and LEAN approved lender

® Proprietary nonrecourse lending platform with permanent and bridge financing
facilities —fixed and floating rates

m Full offering of capital markets products through BB&T Capital Markets

TOMTURNER
Executive Vice President
TTurner@Grandbridge.com
913.748.4444

FRANK SCIARA, CCIM
Vice President
FSciara@Grandbridge.com
913.748.4453

Loans are subject to credit approval. gy Equal Housing Lender.

JOE PLATT
Senior Vice President
JPlatt@Grandbridge.com
913.748.4456

DOUG BATES, CCIM
Vice President
DBates@Grandbridge.com
913.748.4446

Multifamily | Retail | Industrial | Office | Seniors/Health Care | Affordable | MHC | Self-Storage | Mixed-Use

Grandbridge.com




AN ADVERTISING SUPPLEMENT TO THE KANSAS CITY BUSINESS JOURNAL

E = ==

I. '--rl-'."F-'-'Jlr.L‘.
Vel 1ifE e

o

XD

-
m
am

Crang Wialzn: Wnains telng | X

{ CRANE WATCH

Cemer Trails Campus Phases | & ||

Crane Watch: What's being built in the KC area
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INTRODUCING THE NEw CRANE WATCH

The Kansas City Business Journal’s new version of the interactive development map Crane Watch
is now live. In a city that’s constantly reinventing itself, Crane Watch provides you the latest
information on local construction and development projects — we’ll update it continuously. You’ll
be able to click on any point on the map to see a description of the project, who's doing it, when it
should be completed, how much it’ll cost and what it will look like. Projects will feature a hyperlink
taking you to a recent story KCBJ has written about the project. The tabs along the bottom allow
you to view projects by category. We hope Crane Watch becomes a vital tool for our readers, and
one that will help you navigate the ever-changing face of the Kansas City area.

[we] VIEW THE MAP NOW AT KansasCityBusinessJournal.com
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Retail roundup:

What to look for in 2017

Active 2016 for retail investment asset

Michael L.
VanBuskirk, SIOR,
CCIM, CRE
Executive Managing
Director — Principal
Newmark Grubb
Zimmer

Christopher S.
Robertson
Associate Director
Newmark Grubb
Zimmer

n 2016, the Kan-
I sas City retail

market outpaced
all other proper-
ty types with over
$1 billion in assets
sold and a substan-
tial amount of new
development. Among
the high-profile
sales and offerings
were the Country
Club Plaza and the
mixed-use Zona
Rosa project in the
Northland. These
projects attract-
ed the attention of
investors nationally
and internationally,
keeping the spotlight
on Kansas City.

Beyond the large

blockbuster deals, a
healthy volume of
neighborhood shop-
ping centers and
power centers sold as
well. Many of these
transactions included
local entrepreneur-
ial buyers who had
the ability to take on
more risk and seek
higher yields. Several
factors contributed
to the high transac-
tion volume of retail
assets during the
past year:

Entrepreneurial
capital

Retail centers offer
entrepreneurial in-
vestors the ability to
create value through
the repositioning and
renovation of older
assets. Often, these
centers have strug-
gled due to the loss
of a major tenant,
improper manage-
ment or the lack of
ownership capital
to reinvest in the
asset. Value can be
created by modifying
the tenant mix to
better reflect market
needs, renovating an
exterior facade and
improving landscap-
ing and parking lots.
Additional options
include demoli-
tion and restoration
of second- and
third-generation
interior spaces to
white box condition

or multi-tenanting
of larger, former an-
chor units. In some
local communities,
incentive programs
Or a community
improvement district
may be used to spur
development.

Strong market
fundamentals

The overall Kansas
City retail market
has tightened during
the past year with
an 80-basis-point
drop in vacancy.
Further demonstrat-
ing the strength of
the local market, net
absorption was over
1.9 million square
feet during the past
four quarters and
nearly 3.2 million
square feet during
the past two years.
The average quoted
rental rate is now at
$12.89 per square
foot, up $0.11 per
square foot from
the previous quarter
and $0.43 per square
foot higher than
the prior year. With
decreasing vacancy
rates, substantial
positive absorption
and increasing rental
rates, the metropoli-
tan Kansas City retail
market is well posi-
tioned going through
2017.

Ease of operation

The ease of opera-
tion and reduced op-
erating expense risk
have also contributed
to the popularity of
retail centers com-
pared to other prop-
erty types. Most of
these assets are set
up with triple net
leases in which ten-
ants are responsible
for their proportion-
ate share of real es-
tate taxes, insurance
and common area
maintenance. This is
attractive to inves-
tors because it helps
mitigate cash flow
fluctuations and also
lessens the burden of
landlord responsibil -
ities.

major focus
in Kansas City
over the past

year has been the
continued expan-
sion of Amazon’s
large e-commerce
distribution centers
that allow for easy
deliveries at the click
of a button. The
continued growth

of internet sales

has strained larger
big-box, brick-and-
mortar retailers,
such as Sears and
Kmart, that have not

been able to adapt
quickly to consum-
ers’ changing buying
preferences.
Retailers who
have been success-
ful adapting to these
changes have found
ways to modify their
business models
to compete. Some
retailers have created
a unique shopping
experience to draw
consumers to their
brick-and-mortar
stores while also
addressing the needs

of the online shop-
per with additional
services, such as in-
store pickup. As in-
ternet sales increase
and consumer pref-
erences evolve, we
will continue to see
investors and devel-
opers come up with
innovative ways to
create unique shop-
ping environments,
including mixed-use
projects and stores
that combine shop-
ping with entertain-
ment.

Michael L. VanBuskirk, SIOR, CCIM, CRE is executive managing director — principal with
Newmark Grubb Zimmer. He has over 23 years of experience in investment sales/acquisitions,
corporate services, development and real estate consulting. You can reach Mike at 816-512-
1010 or mvanbuskirk@ngzimmer.com.

Christopher S. Robertson is an associate director with Newmark Grubb Zimmer. He focuses on
investment sales/acquisitions, capital markets and real estate consulting. You can reach Chris
at 816-512-1014 or crobertson@ngzimmer.com.

Mark C. Long, SIOR, CCIM, LEED AP

Mike VanBuskirk, sior, ccim, cRe

Our CCIM designees represent the most
knowledgeable, experienced, and successful
commercial real estate specialists.

[

Nick Suarez, ccim

Newmark Grubb

Zimmer

Nick Pickard, ccim

816.474.2000
www.ngzimmer.com
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YOUR MOST VALUABLE PARTNER IN REAL

Adam Abrams, ccim
AREA Real Estate Advisors

Henry Adamson 1V,
MAI, CCIM, GAA
Adamson & Associates Inc.

Jason Allen, ccim
JLL Valuation & Advisory Services LLC

David A. Anderson
AMAI Architecture

Nathan Anderson, ccim
NAI Heartland

Bruce Baker, ccim
Baker Realty Advisors Inc.

Anita P. Bates, cCIm, CRS
Colliers International

Doug Bates
Grandbridge Real Estate Capital LLC

Christopher Bennett, ccim,
Mosaic Life Care

Marilyn Bittenbender, ccim,
Colliers International

Kenneth G. Block, ccam
Block Real Estate Services LLC

Robert A. Brooks IlI, ccim
Copaken Brooks

Bill P. Charcut, ccim
Orion Property Group LLC

James L. Clark, ccim
Oxford Realty LLC

Chuck C. Connely IV, ccim
C.C. Connely & Associates LLC

Joe D. Costello, ccam
Joe Costello Co.

Phillip Craven, ccim
Academy Bank

Lester M. Dean Jr., cCim
Dean Realty

Harry P. Drake, ccim
Block Real Estate Services LLC

William Early, ccm
JLL Valuation & Advisory Services LLC

Aaron Elyachar, ccm
Jon England, ccim
NAI Heartland

Stephen England, ccim
Investment Property Exchange Inc.

Christopher B. Erdley, ccim
Tower Properties

Christina Fenwick, ccim
Q10 Triad Capital Advisors

Michael D. Foster, ccim
Foster & Associates

Jeffrey Franklin, ccim
J.W. Franklin Co.

Anthony D. Frook, ccim
Americo Life Inc.

Donald F. Gessen, ccim
Block Real Estate Services LLC

Larry Goldman, ccm
Remax Commercial

Puneet Gorawara, cCIm
KDR Group

Jeremy Greenamyre, CCIM
Greenamyre Rentals Inc.

James E. Griffith, ccm
Dickinson Financial Corp.

Robert Gude, ccim
NorthPoint Development

Kent W. Guinn, ccm

Nathaniel ). Hagedorn, ccm
Briarcliff Development Co.

Terry A. Hainje, ccim
Swartz and Associates

Stephanie Harris, ccim
UMB Bank NA

Kelvin R. Heck, ccim
Heck Land Co.

Doug M. Hedrick, ccim

Colliers International

Bruce W. Jackson, ccim
Welltower Inc.

CCIM Designees, Kansas City Chapter

Richard Jensen, ccm
Reece Commercial

Bruce Johnson, ccim
Block Real Estate Services LLC

John P. Jorden, ccm
Jack Jorden Real Estate

Ann Jorden-Spencer, cCim
Jack Jorden Real Estate

Ronald D. Jury, ccm
Jury & Associates Inc.

Gibson Kerr, ccim
Cushman & Wakefield

Whitney E. Kerr Jr., ccim
Cushman & Wakefield

Whitney Kerr Sr., ccim
Cushman & Wakefield

Michael Klamm, ccim
CBRE

Richard Lanning, ccim
NT Realty

Holly Larrison Mills, ccim
Kessinger Hunter

Matthew Ledom, ccim
Block Real Estate Services LLC

William T. Maas, ccim
Block & Co. Inc.

Patrick Meraz, ccim
JLL

Nancy Merryman, ccim
U.S. Trust Bank of America

Aaron M. Mesmer, ccim
Block Real Estate Services LLC

Pat Murfey, ccim
Evergreen Real Estate Services

Ferdinand Niemann IV, ccam
White Goss, PC

Joseph Orscheln, ccm
CB Richard Ellis

Russell Pearson, ccim
NAI Heartland

Annual Partners

ESTATE

Phillip Peck, ccim

Galen Pellham, ccim
Murney Commercial

Nick Pickard, ccim
Newmark Grubb Zimmer

Drew M. Quinn, ccim
Colliers International

Bernell K. Rice, ccim
Realty Trust Group

David M. Richardson, ccim
Executive Hills

Brent W. Roberts, ccim
Block Real Estate Services LLC

T. David Rogers, ccim
RE/MAX Elite, REALTORS

Skip Rosenstock, ccim
Lanes Property Group

Robert O. Schock, ccim
Yarco Co., Inc.

John Schorgl, cam
JC Cap

Frank Sciara, ccm
Grandbridge Real Estate Capital

C. Sterling Scott, ccim
Sperry Van Ness Encompass
Commercial Realtors

Stephen Shearer, ccim
The Shearer Real Estate Co.

Bret J. Sheffield, ccim
VanTrust Real Estate LLC

Dan E. Sight, ccim
Sight Commercial Realty

Brad Simma, ccim
Block Real Estate Services LLC

Raymond Sisson, ccim
Berkshire Hathaway HomeServices
Stein and Summers Real Estate

Susan M. Smith, ccim
Susan M. Smith Advisory Services LLC

James M. Stacy, ccim

John W. Stafford, ccim
Colliers International
Industrial Services Group

Kate Sullinger, ccim
Grandbridge Real Estate Capital

Mark Talley, ccim
NAI Heartland

Wayne Thompson, ccim
Thompson Design Consultants P.C.

James Tiehen, ccim
The Tiehen Group Inc.

Ellen M. Todd, ccim
Charles F. Curry Realy Estate Co.

Gabe Tovar, ccim
Charles F. Curry Realy Estate Co.

Perry H. Trout, ccim

Heather Trower, ccim
Legacy Development LLC

Kevin Tubbesing, ccim
The Land Source

Michael L. VanBuskirk, ccim
Newmark Grubb Zimmer

Andrew W. Van Zante, ccim
BMO Harris Bank

Nathan B. Vanice, ccim
Dean Realty Co.

Ralph W. Varnum, ccim
Varnum Armstrong Deeter Inc.

Brian Votava, ccim
NorthPoint Development

Todd Welhoelter, ccim
Commercial Property Advisors

Janet Wilkerson, ccim
Invest Commercial Real Estate

Christopher Williams, cam
Christopher Williams CCIM
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Event Partners

| Continental Title Company | Integra Realty Resources-Kansas City

McCownGordon Construction
US Bank

BMO Harris Bank | Chicago Title

Mark One Electric Company, Inc.
|  Stinson Leonard Street

| MarksNelson |

|  UES Consulting Services, Inc. | |  VanTrust Real Estate, LLC

Secured Title of Kansas City-Commercial Division

Broker Partners

NAI LaSala-Sonnenberg Heartland | The Land Source/Evergreen Real Estate Services

| Colliers International | Copaken Brooks, LLC |

Block Real Estate Services, LLC



