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A Letter from PREC’s Chairman
Dear PREC Members and Friends,
Welcome to the first issue of the Philadelphia Real
Estate Council’s Quarterly Mid-Atlantic Newsletter.
PREC’s leadership conceived of this newsletter as a
way to build greater communication and unity among
PREC’s membership throughout the year, as well as to
give outside real estate professionals and prospective
members access to some of PREC’s content and
exclusive research, which would be otherwise
unavailable because of the confidential nature of
PREC’s quarterly roundtable meetings. The purpose
of PREC is to create opportunity for real estate leaders
and the Mid-Atlantic real estate community as a
whole by supporting collaboration, discussion and
research relevant to this unique market.
2014 proved an exciting year for PREC. We gained 10
new members this past year, and are pleased to
welcome the following companies to our Council:
Amtrak, Argosy Real Estate, The Commonwealth
Group, Lubert-Adler Real Estate Funds, PT Real
Estate
Capital,
CenterSquare
Investment
Management, LifeQuest/Plexus Group, MTP
Hospitality, Luongo Bellwoar, and Friedman Realty
Group. Many thanks to these companies and their
leadership for their support, as well as to all of our
current members and sponsors for continuing to

In this Issue
1.Letter from Chairman Andrew Benioff
2. Upcoming Events
2. Mid-Atlantic Headlines
3. Multifamily in the Philly ’Burbs
4. PREC Member Spotlight: Jeff Brown, NFI
6. Mid-Atlantic Real Estate Sentiment
Index, Last Quarter’s Results
8. About the Philadelphia Real Estate
Council
invest in PREC’s vision for the Mid-Atlantic
market and its professional community.
Finally, great thanks go to PREC’s board of
directors for their guidance and commitment
over this past year, as well as to Hersha
Hospitality Trust and NFI for their great
contributions in the creation of this newsletter.
We hope you find this newsletter enjoyable and
informative, and we thank you for your
continued support of the Philadelphia Real
Estate Council.
Sincerely,
Andrew Benioff
Chairman, Philadelphia Real Estate Council

Mid-Atlantic Headlines


Brookfield Abandons Plan to Acquire Revel
in AC | Brookfield Property Partners fails to
reach an agreement with utility provider.



Philadelphia’s Second Casino License
Awarded to Live! Project in S. Philly | Cordish
Companies and Greenwood Racing to receive
the license after months of speculation and
heated competition among developers.



Brandywine-led JV to Build 29-story MixedUse Tower in Center City | Brandywine Realty
Trust (NYSE: BDN) to team up with LCOR and
the California State Teacher’s Retirement
System for the 455,000-SF project at 1919
Market Street.



Developer Carl Dranoff Unveils Plans for
Royal Theater Project | The plans would
preserve the historically protected façade of the
landmark theater.



Shopping Mall REIT Simon to Invest $150M
into King of Prussia Expansion | Simon
Property Group (NYSE: SPG) announces plans
to expand the already enormous suburban
shopping mall by 155,000 SF, connecting the
currently separate Court and Plaza portions of
the mall.



Seven Penn Center Sells for $39M:
Nightingale Properties of New York acquires
the 19-story Center City high-rise from the
Arden Group of Philadelphia and announces
plans to rebrand the property and upgrade the
its façade and common areas.

Upcoming PREC Events:
February 18th, 2015 | Winter Quarterly
Roundtable. Location: Blank Rome, LLP
May 4, 2015 | 6th Annual PREC Golf Outing
Location: Trump National Golf Club
Pine Hill, New Jersey
May 27th, 2015 | Spring Quarterly
Roundtable
September 9th, 2015 | Summer Quarterly
Roundtable
December 2nd, 2015 | Fall Quarterly
Roundtable

To register for events or for additional
information about PREC, please visit
PRECouncil.org

Note that PREC’s quarterly roundtable
meetings are limited to PREC members,
sponsors, and invited guests.
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Multifamily Demand in the Philly ’Burbs
By Liye Fu | St. Joseph’s University
Many Philadelphia area residents have opted to rent
rather than own, either because they cannot obtain
a mortgage or because they were spooked by the
drop in home prices during the onset of the Great
Recession. More recently, the job market—a
traditional driver of apartment demand—has
improved, giving many young people the confidence
to move out of their parents' house or ditch their
roommate and get an apartment of their own. The
city of Philadelphia does much to attract young
people age 20 to 44, but it is important to note that
Philadelphia suburbs offer a great deal of
multifamily opportunity as well.
To seize upon the region’s apartment demand,
developers are ferreting out land to accommodate
new apartment communities, taking land once
slated for office developments and rezoning them
for apartment use as well as switching condo
projects to rental units. Suburban occupancies and
rents continue to grow as slow but steady
employment growth continues to boost demand for
apartments. Developers are increasing the
construction of new apartment complexes
throughout the suburbs as they seek to capture
growing apartment demand.
Because finding properties at attractive prices has
become difficult, it sometimes makes more financial
sense to build anew. Many suburban apartment
complexes are selling for more than the cost of a
ground-up development. The Philadelphia suburbs
collectively offer one of the highest standards of
living in all of the United States, with no shortage of
desirable places to live, work and play.

“Because finding properties
at attractive prices has
become difficult, it
sometimes makes more
financial sense to build
anew.”

Bryn Mawr, PA

Top Seven “Hottest” Philadelphia Suburbs
From Philadelphia Magazine, these are the
editors’ picks for the top seven “hottest
neighborhoods” in the Philadelphia suburbs:
East Greenwich Township, NJ

Median home price: $248,000
Conshohocken, PA
Median home price: $267,500)
New Hope, PA
Median home price: $505,500
Thornbury Township, PA
Median home price: $420,000
Bryn Mawr, PA
Median home price: $601,400
Haddon Heights, NJ
Median home price: $218,000
Northern Montgomery County, PA
Median home price: $153,000
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PREC Member Spotlight:
Jeff Brown, President & Vice Chairman, NFI
Jeff Brown is vice chairman, president and co-owner
of NFI, a fully integrated supply chain solutions
provider headquartered in Cherry Hill, New Jersey.
Jeff is directly responsible for the company’s real
estate team, as well as for its non-asset
transportation and global freight forwarding
departments.

user of industrial real estate. This perspective
enables us to build the best buildings because
we operate the best buildings. We have
completed several projects in the past year or so
in the Mid-Atlantic region: two build-to-suit
projects totaling almost 800,000 SF in Florence,
NJ for Subaru of America and Express Scripts; a
1,000,000-SF facility that we run for Ocean
Spray and Amazon in the Lehigh Valley; and now
we are constructing a 1,045,000-SF facility for
Five Below in Salem County, NJ.

Privately held since its
inception in 1932, NFI
generates more than $1
billion in annual revenue and
employs nearly 8,000 people.
Among the leading 3PL (third
party logistics) companies in
North America, NFI owns and
operates over 22 million
square feet of warehouse space.

We are building and opening DCs [distribution
centers] and moving trucks to high population
areas within the Northeast Corridor. Consumers
want delivery right away. "Amazon Prime," next
day delivery, etc., require a faster/quicker
response time. Products must be located closer
to the largest consumption areas to ensure nextJeff Brown, NFI
day shipment for the greatest number of
consumers. Also, improvements in rate and
service to East Coast ports and West Coast labor
Jeff serves on a number of boards, including the slowdowns are boosting the East Coast’s ability
board of Sun National Bank, a publicly traded to compete for product originating in the Far
community bank with over $3 billion in assets, as East.
well as the boards of nonprofit organizations such as
the Cooper Hospital Foundation, the Katz Jewish PREC: What do you look for in a potential
Community Center and the Kellman Brown Academy. distribution center location?
He is also a loyal alumnus of his alma mater, the
JB: There are a few basic considerations that we
University of Miami, where he is a member of the
look at when it comes to location. First,
President’s Council.
accessibility is an important factor. A prime
location includes accessibility to intermodal
PREC: In recent years, logistics/warehouse real estate ramps, ports and population centers. The largest
has become a very high-demand asset class in the Mid- cost is transportation in and out of the
Atlantic region. How is your company capitalizing on distribution center. Facilities need to be in core
markets with many options for capacity. Second,
this great demand on a regional level?
we need a strong supply of skilled workers in the
JB: NFI has a unique perspective as a developer and area.
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When it comes to our company’s campus
environments, we favor conditions that allow NFI
to leverage fixed costs in a region across multiple
buildings and accounts while sharing labor. Our
company has two campuses--in Chino, CA and
Lehigh Valley, PA. Lastly, we look at the overall
cost of the project (land, infrastructure, and offsite cost) and local incentive programs. We work
with the local and state governments to achieve a
redevelopment zone designation in some areas to
receive a long-term (20-year) Payment in Lieu of
Taxes (PILOT) program, which offers significant
real estate tax savings to our tenants.
PREC: Are sustainability or LEED certification
major factors in your real estate decisions?
JB: We believe that developing sustainable
buildings is the right thing to do for
the environment and for the savings it provides
our customers. We have built many buildings that
have achieved LEED certification. When LEED
certification is not appropriate (due to the time it
takes or cost of obtaining certification), NFI strives
to develop a building to LEED standards, so even
though the building may not have the LEED
certification, it is still a sustainable building. The
sustainability efforts of NFI extend beyond real
estate to its entire supply chain. NFI operates
natural gas fleets in California, Illinois, and Texas,
and we also limit the carbon footprint of our
warehouses by making use of solar energy and
recycling.
PREC: What makes the Greater Philadelphia region
a unique real estate market?

JB: Philadelphia

is

in

the

middle

“Philadelphia is in the
middle of the megalopolis
known as the Northeast
Corridor; you can reach a
huge percentage of the
population base within
a day's truck drive. “
megalopolis known as the Northeast Corridor; you
can reach a huge percentage of the population
base within a day's truck drive. Philadelphia offers
a southern regional exposure (avoiding the
congestion of NY and New England) while still
maintaining close proximity to NY and New
England. Another important feature of this area is
its proximity to major ports, while its lower cost of
living (compared to NYC, Boston, or DC) make
labor more affordable. The Philadelphia Tri-state
area also features some competitive incentive
programs: PA, NJ, DE and NY are all competing to
get companies into their state, often resulting in
more enticing incentive offers.
PREC: When friends visit from out of town, what
local attractions do you recommend they visit?

JB: Two of my favorites are the Schuylkill Valley
bike path from Center City to Valley Forge and
Rittenhouse Square, which has an incredible
selection of great restaurants and sights.

of the
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Mid-Atlantic Real Estate Sentiment Index

Survey Questions

Each quarter, PREC asks its members and friends
the following questions with regard to the
previous quarter and the upcoming quarter. Your
feedback is used to create our quarterly Index,
which tracks the region’s industry sentiment
toward the following subjects.

In your (or your clients’) opinion, how have the
following changed in the LAST THREE MONTHS? How
will the following change in the NEXT THREE
MONTHS?

See the graph on page 7 for a look at the complete
history of our Mid-Atlantic Real Estate Sentiment
Index readings. See below for the results of our
most recent PREC Sentiment Survey.
For a complete look at each quarter’s real estate
sentiment, please visit PREC’s research page at
Precouncil.org.

A. General Conditions for Real Estate:
BETTER= 1, SAME= 0, WORSE= -1
B. Commercial Rents:
HIGHER= 1, SAME= 0, LOWER= -1
C. Commercial Operating Expenses:
LOWER= 1, SAME= 0, HIGHER= -1
D. Cap Rates:
LOWER= 1, SAME= 0, HIGHER= -1
E. Credit Conditions:
BETTER= 1, SAME= 0, WORSE= -1
F. Your Gross Assets:
HIGHER= 1, SAME= 0, LOWER= -1

Last Three Months: 62.4
Next Three Months: 63.8
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Mid-Atlantic Real Estate Sentiment Index
End of 2Q, 2014: Analysis
By Eric Hawthorn | PREC’s Director of Research
As stated in previous commentaries, the 2014
PREC meeting schedule has been adjusted from
those of previous years, with our summer meeting
moved from June to September and our fall
meeting pushed from October to December.
Because our Mid-Atlantic Sentiment Survey is
conducted in conjunction with each PREC
quarterly meeting, the results of this and other
2014 surveys may reflect these seasonal
adjustments to some degree.
This reading marks the Sentiment Index’s third
year of existence. After twelve consecutive
quarters of member surveys, a number of patterns
have begun to emerge related to members’
industry sentiment. If you refer to the Sentiment
Index Time Series below, you will notice a welldefined correlation between sentiment level and
season, with members’ sentiment reaching a
trough around the fall and winter of each of the
previous three years. While these peaks and
valleys may be attributable to macroeconomic
shifts and policymakers’ decisions (or lack thereof,
as we saw during a particularly low point during

the fall of 2013), there is strong evidence that
respondents’ anticipation of elevated operating
costs during the winter months is another
significant factor in deteriorating sentiment.
The reading for Q2 2014 is somewhat unique in
that it represents only the third time that the
result for Last Three Months (LTM) dipped lower
than the same quarter’s result for Next Three
Months (NTM). While there are many ways to
interpret such a switch, we may be able to
interpret this most recent instance as a possible
product of real estate executives’ anticipation of
the end of QE3, which the FOMC announced only
a month after PREC members shared their
experience and expectations for the upcoming
quarter. The end of quantitative easing marks a
significant turning point for the U.S. economy, the
Mid-Atlantic commercial real estate sector, and
the Index itself, which for three years has existed
over a backdrop of federal economic stimulus,
namely QE3.
While major shifts like the end of tapering can
certainly make markets jittery, in this case it
seems to offer real estate professionals hope of
strong economics in the latter part of 2014.
Perhaps it is for this reason that the Index’s NTM
reading has reached one of its highest points in
three years.

Mid-Atlantic Real Estate Sentiment Index Time Series | June 2011 - September 2014
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About the Philadelphia Real Estate Council
PREC is a registered 501(c)6 nonprofit peer group and think-tank for executive leaders in the MidAtlantic real estate industry. Through original research, social events, vibrant quarterly roundtable
events, and an active online community, PREC connects industry leaders to professional
opportunities and high-level content.
For information about PREC and its membership requirements, please contact: Kylie Dougherty,
Program Coordinator: kdougherty@precouncil.org.
For questions regarding this newsletter or PREC’s research publications, please contact Eric
Hawthorn, Director of Research: ehawthorn@precouncil.org.

Founding Sponsors

Premium Sponsors

Supporting Sponsors
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