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Disclaimer:

Not in fine print…

CLRM 2019 Roundtable
San Antonio, TX – March 13, 2019

This Presentation reflects the analysis and opinions of the author, but not necessarily those
of the faculty and staff of the Culverhouse College of Business or the administrative
officials of the University of Alabama.
Neither CLRM, Roundtable Sponsors, UA/ACRE or Monmouth REIC make any
representations or warranties about the accuracy or suitability of any information in this
presentation. The aforementioned do NOT guarantee, warrant, or endorse the advice or
services of K.C. Conway, but we do occasionally pontificate over the economy and
commercial real estate.
This presentation consists of materials prepared exclusively by K.C. Conway, MAI, CRE, and
is provided during this event solely for informational purposes of attendees. This presentation
is not intended to constitute legal, investment or financial advice or the rendering of
legal, consulting, or other professional services of any kind.
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The Best Futurist Ever!
Yogi Berra had a Quote to put Anything in Perspective.
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Jan 2018 Vs Jan 2019: Yogi was right, déjà vu!


TRUMP - Trump goes to the World Economic
Forum in Davos, Switzerland. He is praised for
being “presidential” …



TRUMP – Not going to Davos; Not Praised as being
“Presidential” by Pelosi/Schumer; Trump still wants a
Wall.



Tax Act of Dec 2017 – What does it mean?



Tax Act of Dec 2017 – Opportunity Zones?



Amazon HQ2 Search



Amazon Divide by 2 Divorce Spouse & HQ2 Spit
Decision that now divides by 2 & dumps NY

https://www.ccim.com/newscenter/commercial-real-estate-insights-report/amazonhq2/?gmSsoPc=1



The Wall



The Wall – Democrats in Control. It’s like Dr. Seuss



Hurricanes – Harvey, Irma, Maria / Constr.
Costs



Hurricanes – Florence & Michael / Constr. Costs



“V”
The Stock Market – Worst year since 2008 and its
worst December since 1931, during the depths of the Volatility
Great Depression. Best January in 30 years.



The FED – 4 Rate hikes; Invert the Yield Curve.
What’s this Balance Sheet reduction thing?



Economic Volatility - the “R” word (Recession)



Retail – Store Closings – 4,300 more just in Q1 2019



The Stock Market – "Stock Market up 40% since
the Election." When the market hit a record high
on Aug. 25, Trump tweeted



The FED – Transitioning from Yellen and maybe
2 interest rate hikes. Who is this Jay Powell?



Economic Growth: to “Infinity & Beyond”



Retail – Store Closings (>8,000 in 2018)
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Global GDP Impacts Retail

•

U.S #1 approaching $1.0
Trillion

•

U.S #1 but GDP explodes
$2.6Tr

•

Japan a rising economic power

•

Japan #2 but now > US in 1969

•

Europe pre EU was strong
Where was Germany?

•

Germany sprung to life
displacing France (Pre-EU)

•

China – not even $100 billion

•

China doubled but <$200
billion

•

U.S #1 & Doubles AGAIN to $5.5Tr

•

Japan & Germany strong #2 & #3

•

What happened to China?

•

U.S #1 & Doubles AGAIN to $10Tr

•

France & Italy slowing

•

China is back and grows 5X to
>$1.0Tr in just a decade!
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Global GDP Change
• U.S #1 but only grew by 50%
1999-2009 vs doubling every
decade 1969 to 1999
• China grows 5X AGAIN 1999 to
2009 surpassing Germany.
• UK falls from Top-5 behind
France & Germany.
Wonder why Brexit?

• U.S #1 but only grew by 33%
2009 to 2017 vs 50% 1999-2009
and doubling every decade 19691999
• China more than doubles AGAIN
• Germany, UK and France all
contracted in GDP 2009-2017
• China must be Survived to Thrive
in 2019-2029!

https://tradingeconomics.com/

Change in GDP by Country 1962 to present.
https://mail.google.com/mail/u/0?ui=2&ik=2a73eaf0a0&atti
d=0.1&permmsgid=msgf:1621388704591664730&th=1680546fb404565a&view=a
tt&disp=safe

2019 update:
 China has
caught
Europe.
 Japan &
Germany are
contracting
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The Debt Clock – The Elephant in the Room!

http://www.usdebtclock.org/?mod=article_inline
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Tax Inflows vs Spending – Yr 2018:
The 2017 Tax Act didn’t bust the Budget – The FED did!
Receipts up 3.1% / Outlays up 3.9% … BUT Interest on Debt up 8.5% & Total Spending up 3.9%

https://www.cbo.gov/system/files?file=2018-12/54861-MBR.pdf
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Understand GDP Global, but Translate GDP Local

What a difference a Tax Act Made:


TX, IA, NC, FL GDP grew from +2% to +3% since Q1 2017 to 3.5% to 6%

•

What happened? Tax Act and EXPORTS boomed … until we see impact
of Tariffs in 6 months. TX & NC will hold up better as their economies are
less influenced by trade and exports and more services IT and Finance.

115

Why no “R” in 2019 – but worry about 2020!
What is Still Going Right?


Momentum: (GDP, <4% Unempl. JOLTS, etc.)



GDP: Q4’18 was – well – Gosh Darn Perfect at
+2.6% … Q1 will do its normal contraction to 1%
range … Q2 is >2% due to housing … Q3 is
typically best Qtr in CY above 3%. Q4 2019 is
what I worry about. Q4 2019/Q1 2020 could
contract or <1% (feels “R”) if no Trade Deals!





What can go WRONG?


The FED: It’s not just rate hikes, but Balance
Sheet reduction. Initially, $40-$45 billion a
month was hardly noticeable. It now tallies
almost $1/2 Trillion - and if left on pace - drops to
$3.5 trillion end of 2019.
KC forecasts no rate hikes in Q1 2019. No rate
cuts in 2019. Max 2 hikes in 2019 (1 late
Spring/early Summer and 1 Fall or Q4)



Ground Hog Day: Fortunately on a Saturday in
2019 (Feb 2nd) Vs a Friday and Jobs report day
as in 2018. Recall “V” started Ground Hog Day
2018 with Jobs report (10-Yr Tr. moved to 3%).



Gov. Shutdown: Unresolved or leads to a
Constitutional Crisis over “Declared National
Emergency.” This one was the19th (35 days
surpassing 21 days (Clinton 1995/1996)

Employment Metrics: JOLTS, Employment
<4%, 312k Dec Jobs Report – Monitor ADP &
LinkedIn



NAFTA 2.0 / USMCA not passed in Spring



Corporate Earnings: The Q4 EPS will be good
(Citi, Lennar, etc.), but the Guidance on TopLine revenue is what to watch for both margin
erosion/declining Revenue from tariffs. Monitor
Earnings in 1H 2019. That is your “R” gauge!

NFIB Business, NAHB Homebuilder, and
Consumer confidence tank. NFIB 108 record
Q3 2018. If <100 (http://www.nfib-sbet.org/)



The Wildcards:
1 or more Cat-3/4 Hurricanes / Lease
Accounting
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CRE depends on Jobs & Workforce: ADP & LinkedIn Vs. BLS-L=BS
2018 was the 8th consecutive year in which the economy creates over 2 million jobs. Will 2019? If Small Biz can find the Workforce.

Jobs Update:
ADP Feb =
183k Jan ‘19
+213k

LinkedIn Workforce: 190m / 3m / 50k / Q1 18 hiring 20% > Q1 17

BLS Feb = 20k:
Jan ‘19 +304k
Unempl < 4%
Just one ?
Where are the Tr 3-Mos = 212k / Tr 6-mos = 201k / Tr 12-mos = 203k
300k workers
ADP: Job Gr is stalled at 200k/mo due to labor
shortage
coming from if
4% Unempl.?
Not from
Immigration
LPR% stuck at
63% - hummm?

This new “Skills-Gap”
analysis in LinkedIn
Workforce jobs report
is a must-teach in CCIM
Site Selection

https://economicgraph.linkedin.com/resources/link
edin-workforce-report-july-2018
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Invest in CRE near Medical Employment, and at Airports!

Note States
with
Surgeon:
NC, GA,
Great Lakes
and West
ACC & SEC
states are
Surgeon
NOT
Football or
B-Ball
Coach
Or
Real Estate
Economist
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Earnings … No Recession with Strong Consumer Spending
Walmart's Q4 smashes expectations:
U.S. online sales jump 43%
Walmart (WMT), the world’s largest
retailer, reported stronger-than-expected
fourth-quarter results on Tuesday.
Fourth-quarter adjusted earnings per
share came in at $1.41, surpassing
analysts’ estimates of $1.33.
One of the main drivers of its e-commerce
success has been its grocery pickup and
delivery, which is now available in more
than 2,100 and nearly 800 stores,
respectively. By the end of fiscal 2020,
Walmart expects to include grocery pickup
in 3,100 locations and delivery in 1,600
stores.
119

Earnings … Q4 2018 look good, but Guidance …

https://www.wsj.com/amp/articles/big-railroads-dont-see-slowdown-on-horizon-for-u-s-economy11548701083
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Earnings … Rail Traffic and Numbers say “No sky is Falling” …
A quick note on last year's fourth-quarter result. Much of that result is from a
one-time gain related to corporate tax rate changes at the beginning of 2018.
So it's better to use operating income as the comparable number.
Even though Norfolk Southern's fourth-quarter revenue was down slightly
from its record-smashing third-quarter results, the numbers were impressive in
their own right. Even though merchandise and coal shipment revenues were
down slightly, the intermodal segment continues to post incredibly strong
results.
Intermodal is perhaps the one segment that most directly competes with
trucking, and higher revenue for intermodal shipments is likely a result of a
supply shortage of trucking and the high costs of moving containers on roads
today. It's pretty obvious from these results that rail is benefiting from this issue.
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Why no “R” in 2019 – but worry about 2020!
What can go WRONG?
 The FED: It’s not just rate hikes, but Balance Sheet reduction.
Initially, $40-$45 billion a month was hardly noticeable. It now
tallies almost $1/2 Trillion - and if left on pace - drops to $3.5 trillion
end of 2019.
KC forecasts no rate hikes in Q1 2019. One rate cuts in 2019.
Max 2 hikes in 2019 (1 late Spring/early Summer and 1 Fall or
Q4)
 Ground Hog Day: Fortunately on a Saturday in 2019 (Feb 2nd)
Vs a Friday and Jobs report day as in 2018. Recall “V” started
Ground Hog Day 2018 with Jobs report (10-Yr Tr. moved to 3%).
 Gov. Shutdown: Unresolved or leads to a Constitutional Crisis
over “Declared National Emergency.” This one was the19th (35
days surpassing 21 days (Clinton 1995/1996)
 NAFTA 2.0 / USMCA not passed in Spring
 NFIB Business, NAHB Homebuilder, and Consumer
confidence tank in Spring 2019. NFIB hit 108 record in 2018. If
goes <100 …
 The Wildcards:
1 or more Cat-3/4 Hurricanes / Lease Accounting / Bank Merger

Pennsylvania's most famous
groundhog did not see his
shadow on Saturday,
predicting spring will arrive
early.
Phil has only been
accurate about 39%of the
time.
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The FED – It isn’t your 2018 FED/FOMC
Kansas City Fed’s Esther George Says Central
Bank Can Pause Rate Increases (Jan 15, 2019)
A chorus of Fed officials have said in recent
weeks there is no urgency to raise rates


One of the Federal Reserve’s most consistent
supporters of raising interest rates said the
central bank could refrain from more
increases for the time being while it studies
the effects of its previous steps to withdraw
economic stimulus.



Fed officials next meet in Washington on
Jan. 29-30.



Ms. George is a voting member of the
interest-rate setting Federal Open Market
Committee this year.

https://www.wsj.com/articles/kansas-cityfed-president-esther-george-says-centralbank-can-pause-rate-increases-for-now11547576132

2019 FOMC Meeting Schedule

https://www.federalreserve.gov/monetarypolicy/fomc.htm
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Historic Spread between 2-Yr and 10-Yr Treasuries:
Widest spread Feb 2010 @ 2.83bps. What is it in Feb 2019? Approx. 15bps. Pay attention to Yield Curve!
The spread between the 10- and 2year has averaged about 120
basis points since 1998, with the
10-year rate typically higher than the
2-year rate as investors are
compensated for the higher risk of
holding a longer-term bond.
Over the past two years, this
spread has dropped, reaching a
mere 15 basis points in December
2018

Source: Fed Reserve and TREPP
124

The FED might find Tooth-Fairy Inflation:

I found the Inflation that the
FED has been looking for.
$5.00 for a useless tooth?
Integra will agree that an
Investment in Commercial
Real Estate – even at a low
5% - 6% Cap Rate – is a
much better investment!
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Construction Costs: Picture worth 1,000 words
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Construction Costs: 5 Hurricanes Impacting

79% of Contractors Expect to Hire in
2019

59% of Contractors Expect to
pay more for labor in 2019

78% of Contractors say its hard finding labor

67% of Contractors project costs are
higher than budgeted and taking longer

https://www.agc.org/sites/default/files/Files/Communications/2019_Outlook_Survey_National.pdf
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Earnings – Hey, Lease Accounting is appearing

https://www.investors.com/news/technology/verizon-stock-vz-earnings-q418/
128

Lease Accounting & Valuation

New FASB Lease Accounting –CRE Value implications!
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Bank Merger – Atlanta loss of a Corp. HQ

GA loss is NC gain – Huge implications for Atl & GA!

One former executive with SunTrust, who agreed to an interview on the condition of anonymity, questioned the assertion that this
merger was one of two equal companies. “To call it a merger of equals, I laugh. It is not a merger of equals. It's impossible,” the former
executive said. "At the end of the day, who's running the place for the first two years? BB&T. They're the surviving stock. They got the
largest ownership of the stock. They're going to be in charge. They tried to make it a merger of equals, but somebody has to be on
top." Neither BB&T nor SunTrust has yet to detail how many layoffs or branch closures will occur, if any. But the companies expect the
merger will lead to $1.6B in annual cost reductions by 2022.
The job impact may be bigger on Atlanta than Charlotte both in terms of initial cuts and future hiring. The new bank will be more
inclined to increase payroll at its headquarters than in Atlanta, Georgia Tech's Scheller College of Business Professor of Finance
Sudheer Chava said. There also is a big overlap in bank branches in Georgia, with BB&T operating 137 locations to SunTrust's 229, Chava
said.
“Charlotte has kind of regained its status [as a banking capital]," CCIM Institute Chief Economist KC Conway said. “There's just a ton of
technicals that go with that when you go to Charlotte and not Atlanta.” For its part, SunTrust officials deny the newly merged company
will decrease its commitment to Metro Atlanta.
Conway said the loss of banking headquarters has big impacts on the growth of a community as well, especially in achieving financing
for banner community projects. “The Braves would have probably had a difficult challenge,” Conway said of the Major League Baseball
franchise's new mixed-use stadium development in suburban Cobb County. SunTrust was a major lender on that project and purchased
the naming rights to SunTrust Park. “The loss of a major bank like that … has implications for financing big things,” Conway said. “It's
https://www.bisnow.com/atlanta/news/capital-markets/loss-of-suntrust-will-have-ripple-effects-for-atlanta-developmentimportant to preserve these large banks in your market. They get things done.”
97605?be=kcconway%40culverhouse.ua.edu&utm_source=Newsletter&utm_medium=email&utm_campaign=wed-20-feb-2019-0000000500_atlanta-re
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What to Keep an Eye on – 2019 CRE Influencers?


Economic Metrics:
1.

ADP & LinkedIn Workforce on jobs

2.

NFIB Small Biz Optimism.

Jan ‘19 NFIB SBOI for Dec ‘18
NFIB Small Business Optimism Index dropped to 101.2 in January 2019
from 104.4 in December and compared with market expectations of 103.2.
It is the lowest reading since November of 2016, when President Trump
was elected. Half of the decrease in the index came from softer
expectations for real sales growth and business conditions

Still >100, but if drops below 100 …



3.

Earnings: Read the Guidance!!! (Verizon)

4.

Rail Traffic – AAR.org RailTime Indicators

CRE Industry Metrics:
1. MF Starts & Permits rise over SF Starts/Permits
2. Absorption: Industrial is strongest and Hotel
ADO and RevPar are proxy for Bus./Consumer
3. Retail – Get used to more store closings. It’s the
convergence with Industrial, Logistics, Online $
4. Opportunity Zones: Only 5-10% viable of 8,700
5. Adaptive Reuse: A CCIM niche!
https://www.bisnow.com/south-florida/news/constructiondevelopment/citadel-little-river-miami-96510

6. Construction Costs: >80% LTV Constr. Loans

Reinvention of retail and remaking of the supplychain: Though headlines like “Retail Apocalypse”
portend the demise of a sector, e-commerce and new
logistics technologies are actually reinventing retail.
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ACRE & CCIM Real Estate Research:
Impacting Industry Stakeholders:
Adaptive Reuse: Turning Blight Bright

https://www.ccim.com/newscenter/commercial-real-estate-insightsreport/ccim_cre_insights_report_3q18_web/
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http://www.globest.com/2018/08/08/adaptive-reuse-becomes-key-product-category/?channel=markets

Adaptive Reuse Becomes Key Product Category
1.

GlobeSt.com: Adaptive reuse has been part of the
industry conversation for the past 10 years.
Why have you decided to examine this topic now?
Conway: Several factors are driving interest in adaptive
reuse now more than ever before.
First, there is a population migration back to the city.
Second, there is a scarcity of developable land in
most urban areas.
Third, ground-up new construction costs are rising to
levels that make adaptive reuse an economically
attractive option. AdRu projects cost as much as 15% to
20% less than a new construction alternative.
And finally, the growth of e-commerce and demise of
traditional retailing is creating a supply of assets that
need to be repurposed. The loss of property tax and
sales tax revenue is a material concern to cities.

2. GlobeSt.com: What factors have been preventing

3. GlobeSt.com How can commercial real estate

adaptive reuse?

Conway: The primary factors inhibiting adaptive reuse
activity until late have been cost and the approval and
permitting process.
Cities are realizing that flexibility is required in zoning
and approval process to bring vacant or functionally
obsolete assets back to life. To date, these items
revolve around things like parking and density.

professionals prepare to capitalize on adaptive reuse?
Conway: The first thing is become familiar with the
fundamental demand drivers: Millennials entering the
workforce, scarcity of developable land in urban areas,
rising costs for new construction and alternative solutions
for needs like affordable housing. Begin to inventory the
assets that are candidates for adaptive reuse in their
own community. Those who can match the demand to a
supply alternative, like a functionally obsolete warehouse to
a need for new experiential retail concept, will be the ones
133
that
advance adaptive reuse.

Commercial Real Estate Performance: Green Street CPPI
Property Price Appreciation is
flattening.
Manufactured Housing and
Industrial lead CPPI, while Retail
and Office are still contracting.
How does this data and CPPI
trend with appraisals in banks?
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Opportunity Zone Investing is Occurring despite …

https://www.connect.media/cmbs-opportunity-zone-properties-exceed-65b-sofar/?platform=hootsuite
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Co-Working & Co-Warehousing driven by Technology!

The Emergence of On-Demand Warehousing

Up Property’s Morris Moor development will soon be home to CLIK Collective, the
only co-warehousing and co-working space designed around the needs of
ecommerce businesses in Melbourne

Across the world, industrial warehousing is experiencing a trend towards greater flexibility, following a similar trend of its
sister sectors in office and retail.
On-demand warehousing is emerging as a viable way of purchasing warehousing services on demand, a simple pay-asyou-go model that benefits users in several ways.
It avoids the need to own large distribution centres and replaces the need to sign contracts with third-party logistics
providers (3PLs).
Similar to Uber and Airbnb, the transactions take place in an electronic marketplace where the platform or host earns a
fee on the exchange.
Related: What Are the Driving Forces Behind the Industrial Real Estate Boom?
It allows the users to reduce capital expenditure, adapt quickly to variable demand and reduce direct and indirect costs,
opening up the market to smaller players and start-ups, particularly in the e-commerce space.
In the United States, several businesses have emerged that are disrupting the sector in a similar way to Uber, Airbnb and
WeWork have within the transport, accommodation and office industries, respectively.
Seattle-based FLEXE is the leading warehouse space and service provider in the United States with a network of 750
warehouses in over 45 markets across North America.
The company is taking on the $1.4 trillion logistics and supply chain industry head-on, as it identifies spare warehouse
space for companies looking for storage capacity but not wanting to build or hold the typical long-term lease.
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Tent Warehouses to meet Industrial Warehouse Demand
Think of an Amazon “Tent Warehouse” pioneered by Iowa Company

Real Estate Design – It is a Changin! Building design is adapting to meet with the challenges of
rising construction costs while simultaneously evolving to meet e-Commerce’s need for more
efficiency.
https://www.memphisdailynews.com/news/2018/aug/2/digest/
Amazon’s development of a warehouse made of a taut fabric supported by steel-tube trusses and cables
with no columns is underway in Memphis. The design, engineering and construction is not too
138
dissimilar to that used to construct the Denver International airport main terminal. This first-of-its-kind
warehouse for Memphis, TN (home to FedEx) and the building’s tenant (Amazon - the world’s largest
retailer and likely next trillion dollar company) is going to be a disruptor for industrial warehouse space.
The building design and components are being provided by ClearSpan Fabric Structures
HQ in
138
Dyersville, Iowa for a cost of $595,000 - or just under $36 per SF

RETAIL CRE

It’s all about Store Closings – right? Or Maybe Climate Change?

https://www.businessinsider.com/stores-closing-in-2019-list-2019-3
Retailers closed a record-breaking 102 million
square feet of store space in 2017, then smashed
that record in 2018 by closing another 155 million
square feet of space, according to estimates by the
commercial real estate firm CoStar Group.
"This year we are predicting more of the same in the
retail space," said Drew Myers, a CoStar senior
consultant.
Retailers have announced more than 4,300 store
closures so far this year, according to an analysis by
Business Insider.
Here's a list of all the stores closing this year.
• Payless ShoeSource: 2,500 stores
• Gymboree: 805 stores
• Shopko: 251 stores
• Gap: 230 stores
• Sears: 70 stores
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RETAIL CRE

It’s all about Store Closings – right? NO? It’s about growth of Online Sales

http://www.acre.culverhouse.ua.edu/research/logistics-infrastructure-research
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What is Outlook for Malls going Dark?
Malls go Warehouse – Mesquite TX

The Best Place for a New Warehouse? An Old Mall
With wide-open spaces and central locations, dead malls are coming back to life as
logistics centers for online shopping facilities.
The dramatic shift in the retail industry and growth of
e-commerce have led some analysts to estimate that
400 or so of the roughly 1,100 malls in the U.S. will
close in the coming years.
Meanwhile, the appetite for industrial space continues
unabated. Roughly 247 million square feet of
industrial space is expected to be delivered this year,
JLL
In North Randall, Ohio, Amazon.com Inc. is
considering the site of the former Randall Park Mall
as a fulfillment center, according to Port of
Cleveland, a local government agency focused on
spurring job creation and economic growth in
Cuyahoga County.

https://www.wsj.com/articles/the-best-place-for-a-new-warehouse-an-old-mall1502190001

In Mesquite, Texas, FedEx Corp. next month will
open a 340,000 square-foot distribution facility on
what once was the site of the former Big Town Mall.
Located along U.S. Highway 80

141

What is Outlook for Malls going Dark?
Malls go to Sports & Entertainment Venues
In Atlanta, they go Cricket

A Dallas-based company is under contract to purchase the
indoor retail portion of Gwinnett Place Mall for an
undisclosed sum, with plans to transform the 1.2M SF
regional mall into a cricket stadium, Global Sports
Ventures Chairman Jignesh “Jay” Pandya confirmed to
Bisnow. The current owner of Gwinnett Place Mall's main
retail complex, Las Vegas-based Moonbeam Capital
Partners, is joining forces with Pandya and Texas-based
Thakkar Developers in an organization called CricRealty Co.
https://www.bisnow.com/atlanta/news/mixeduse/gwinnett-place-mall-under-contract-for-future-cricketstadium97690?utm_source=CopyShare&utm_medium=Browser
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Among all forms of shopping centers, neighborhood strips anchored by grocery stores are considered a far safer investment than malls or
power centers anchored by department stores. But they are beginning to feel similar pressures.
A few regional brands have already reorganized through bankruptcy and closed stores to stay alive. Southeastern Grocers, the parent
company of Southern grocery chain, filed for and subsequently emerged from bankruptcy last year with fewer stores. Catch-all retailer
Shopko, which has some grocery elements, filed for Chapter 11 bankruptcy protection earlier this month, and its restructuring plan
includes closing over 100 stores to stay viable.
“You’re going to see a lot of pressure on grocery-anchored shopping centers with second-tier brands, and that’s a concern for a lot of
landlords,” SRS Real Estate Partners Managing Principal Kyle Stonis said. “If there’s a struggling grocery store anchoring your center and it
goes out, it kills your shopping center because it can’t survive without something in that spot.” Grocery anchors average 50% of
neighborhood centers’ square footage, according to Green Street’s report. If they go dark, even temporarily, it could be devastating.
Green Street estimates that vacant big-boxes take an average of 18 months to go back online. If a box needs to be carved into multiple
smaller spaces for the next wave of tenants, that becomes very expensive very quickly
Shipping, storing and packing perishable goods is a much more complex and capital-intensive proposition than it is for apparel and
electronics. Large players, especially Kroger and Walmart, are taking proactive steps to address the market’s changes, which Sears and
its counterparts largely failed to do. Most of all, grocery stores' advantage is that people need their products more frequently than they
need soft goods.

https://www.bisnow.com/national/news/retail/grocery-retail-ecommerce-amazon-whole-foods-97072

143

Grocery Retail: Kroger + Walgreens = Kroger Express
First-of-its-kind Kroger Express location at a Walgreens in Florence, Kentucky. 12 additional locations will
follow in the Cincinnati area, opening early 2019, in an effort that is sure to blur the lines between traditional
grocery and drug store formats.
This latest shop-in-shop is an evolution of the partnership
between Walgreens and Kroger which started in October of 2018
with Kroger’s ClickList pickup being offered at the same 13
locations. Also announced is a further partnership focused on
having Kroger’s Home Chef meal kits at 65 Chicago-area Walgreens
locations. So, if you like the idea of shopping online for groceries
but still want to pick your tomatoes, you have that opportunity.
You can utilize the Kroger app for ordering, select this Walgreens
location for pickup, and walk inside to grab your produce while
your groceries are loaded in your trunk [remember: you won’t
care about picking your tomato in three years, but for now you
want it, so here it is].
When two of the nation’s largest retailers get together, there’s a
lot of opportunities. With Walgreen’s 10,000 locations and
Kroger’s 2,800 locations, there’s much that can be gained with
partnerships. It’s easy to imagine how Kroger’s footprint could
expand through infill and quick-trip locations throughout the
Walgreens footprint and it’s also possible to consider opportunities
for Walgreens to impact the Kroger footprint.

https://weinpl.us/2018/12/31/kroger-walgreens/
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Online Grocery - Read Earnings for Grocery Retailers!
Walmart's Q4 smashes expectations:
U.S. online sales jump 43%
Walmart (WMT), the world’s largest retailer,
reported stronger-than-expected fourthquarter results on Tuesday.
Fourth-quarter adjusted earnings per share
came in at $1.41, surpassing analysts’
estimates of $1.33.
One of the main drivers of its e-commerce
success has been its grocery pickup and
delivery, which is now available in more
than 2,100 and nearly 800 stores,
respectively. By the end of fiscal 2020,
Walmart expects to include grocery pickup
in 3,100 locations and delivery in 1,600
stores.
145

The Big Story 2019 and Beyond will be
Logistics & Convergence of Retail & Industrial R.E.

http://www.acre.culverhouse.ua.edu/research/logist
ics-infrastructure-research - Feb 8, 2019
Publication
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The Big Story 2019 and Beyond will be
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From
“Shop & Take Home”
to
“Order Online and
Deliver to me.”

http://www.acre.culverhouse.ua.edu/research/explore-research
Feb 11, 2019 Publication
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Site Selection tied to Logistics Infrastructure:
GA has Logistics Infrastructure with or without Amazon HQ!

This move by NFS is a huge endorsement of GA port, Atlanta intermodal and GA getting the importance of
Logistics.
Surrounding states need to take note of SC and GA success from investment in it's port, rail, Intermodal
and logistics infrastructure.
When this story is finally told, a huge part of the credit belongs to Colliers for a ton of behind the scenes
work. And, I have to say Atlanta's new Mayor stepped up when a new City Council went astray.

https://www.bizjournals.com/atlanta/news/2018/11/07/norfolk-southern-to-add-850-jobs-retain-more150
than.html

http://www.acre.culverhouse.ua.edu/research/explore-research - Feb 1, 2019 Publication
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Conclusion:

Forget the “R” word for 2019 … but
Get used to the “V” word (Volatility)
Just when things were
going so well,
“V” remerged.
What lies ahead?

By: K.C. Conway
The RMA Journal – February 2019
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Need for Interagency Environmental Guidelines
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Need for Interagency Environmental Guidelines
• Appraisal is regulatory and environmental is liability … yes, but … environmental impacts
“As-Is” value and banks are not connecting the dots and having “As-Is” values adjusted for
subsequent Env. reports that either ID or quantify a remediation.
• Who is competent in a bank to be ordering and reviewing environmental reports? If
competency and independence are cornerstones for e reliable appraisal and USPAP, why
wouldn’t we insist on them for Environmental reports?
• Borrower Ordered environmental reports are common – why? CERCLA laws.
• Who promulgates the standards for environmental reports today? ASTM
• Who is competent to review an environmental report in a bank? What is an EP
(Environmental Professional) and how is it different from a PE (Prof. Engineer)?
• What is the expiration date on a Ph I Env. report? It may shock you (6-12 months). Do
you know how many banks are lending on Env reports > 12 mos. Old?
• What is difference between the types Env reports?
GRR, Transaction-Screen, Phase I, Phase II – SBA has an Updated SOP on Ev.
• What are “High-Risk” property types? Is there an official list? How many banks know
which property types are “HR” and should require a Ph I Env. assessment?
• What about Env.-waivers by banks? There is an impact to FHLB collateral!
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Env. List of “High-Risk” CRE
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Waiving Env. Matters – How & Who? Env. Risk Ratings
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