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 Former Staubach investors search overlooked
commercial real estate spots
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A Dallas-based investment fund is placing bets
on a growing part of the commercial real estate
market often overshadowed by sprawling
shopping centers and glossy office towers.

Capview Partners doubled its credit facility to
$300 million in June. The firm is going after
single-tenant, net lease retail properties – or
standalone buildings that have one lease with
brand-name retailers.

“Everyone knows what an Applebee’s is and a Chili’s and a Walgreens,” Capview’s
Chief Financial Officer Kevin Connelly said in an interview. “You can drive down
your road and see them.”

As of the end of June, Capview had about $184.7 million in these properties, which
aren’t traditionally thought of as their own line of commercial real estate. During
the recession, shopping centers and malls emptied and vacancy rates dropped
into the low 80 percent range. But the vacancy rate on single-tenant lease
properties never fell below 96 percent, Capview’s Chairman and co-founder Ken
Shulman said. He added that Dollar General, the popular discount chain, is adding
between 900 and 1,000 new stand-alone stores per year, as consumers seek
savings.
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“You’re going to continue to see growth,” Shulman said of the single-lease market.
“Auto parts stores, family dollar, new drug stores are going up every day.”

Shulman and Capview co-founder John Hammill had previously invested in these
properties while working for the firm started by former Dallas Cowboys
quarterback Roger Staubach. Capview announced on Monday that a former board
member of The Staubach Company, Ka Cotter, was joining the firm as an adviser
on the latest fund.

The difficulty is that most of these properties are owned by individuals – about 10
percent of the market is consolidated by real estate investment trusts. This makes
it harder for institutional investors to find and buy up these stores. In contrast,
about 95 percent of shopping malls and more than half of multi-family, industrial
and office space have been consolidated and owned by big firms, according to
Capview.

The firm said they are able to find them, package them into their fund for investors
to buy into. Shulman said larger pensions funds and university endowments are
looking at the single-lease sector now.

“We don’t mind the elbow grease,” Shulman said.
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