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VIEW OF THE MARKET 
 

A PUBLICATION OF PARAMOUNT CAPITAL CORPORATION 

Volume XIV/ Issue 1 / January 15, 2022 

Our editor, Joseph Ori, is pleased to announce the publication of his new 

book, “The 50 Commandments of Commercial Real Estate-New Edition,” 
with new data, information, and analysis on the 50 Commandments of 

CRE. The book will be available at all book outlets in late-January 2022. 

REAL ESTATE FOCUS 

Institutional CRE Tends for 2022 

One of the largest CRE equity and debt managers in the U.S. is PGIM 

Real Estate, the CRE asset management arm of the insurance giant, 

Prudential Financial. PGIM has $117 billion in real estate assets under 

management and recently issued its CRE Trends report for 2022. Eight 

of the trends highlighted in the report are discussed below with our 

commentary. 

 

1. Economic Recovery Turns to Expansion 

The U.S. economy is poised to put the pandemic behind it with strong 

economic growth and CRE market in 2022. Household spending is 

growing, consumers are sitting on over $2 trillion in savings and the 

job market is on fire with over eleven million jobs available. Demand 

for industrial and apartment assets are well above historical averages, 

and in the office and retail sectors, the pickup in absorption is 

springing from a low base.  

 

2. Large CBDs Make a Comeback 

Large urban cities are seeing signs of improved rental growth, with 

central business district (CBD) offices and centrally located apartment 

INSIDE THIS ISSUE 
Real Estate Focus: 

 Institutional CRE Trends for 2022 

 Booming Year for the CMBS 

Market 

 Top of the Market in Housing? 

 Get Your Copy of Two Great CRE 

Books by Our Editor, Joseph Ori 

 CRE Financing Rates Courtesy of 

Paramount Capital Corporation 

CRE Deal Focus: 

 CRE Deals of the Month 

Corporate Finance Focus: 

 24 Lessons from Warren Buffett-

Lesson 18 

 Six Tips from Investment Icon, 

Howard Marks 

REIT Focus: 

 REIT Return Statistics 

 REIT Review: Camden Property 

Trust, an Apartment REIT 

 

 



Strategy and Insight for the Commercial Real Estate Industry 

 

Page | 2  
For a Subscription to this letter see 
www.paramountcapitalcorp.com 

Copyright © Paramount Capital Corporation 2022 

markets benefiting from a sharp increase in hiring intentions that are driving employment and space demand. 

Although some gateway cities with high crime and high taxes have seen significant increases in office and 

apartment vacancies and a hefty drop in rental rates, they are poised for a comeback, albeit, not to their pre-

pandemic peak levels. Demand is still subdued on an absolute basis but appears to have turned a corner linked 

to workplace reopening’s and corporate tenants starting to make previously delayed long-term location 

decisions.  

 

3. Retail is Back in Action 

A substantial increase in consumer spending is very positive for the growth of the retail sector and the metrics 

of retail investments will turn more positive with increases in occupancy, net operating income and valuation. 

Consumers returned to physical shops en masse during the Thanksgiving and Christmas holidays which will 

also be a shot in the arm for the retail sector. Community and neighborhood open air shopping centers and 

power centers have performed well during the pandemic and will continue to outperform regional malls. 

Although mall valuations have fallen about 50% in many markets, the top tier Class A malls have held their 

values and are in demand by retailers and investors.  

 

4. Huge Investment Funds Seek Larger Deals  

The size of CRE investment funds has increased exponentially since the Great Recession with Blackstone’s 

$20.5 billion mega fund in 2019 the pinnacle. Other private equity firms have also raised mega-funds during the 

last year like Brookfield Asset Management’s $15 billion and Starwood’s $10 billion real estate funds. Deal 

volume for 2022 is expected to increase about 40% from the muted level in 2020 with the demand for industrial 

and apartment assets at historical levels. These mega funds generate high asset management fees for the 

sponsors but require larger and larger deals or portfolios as investments. Even a $100 million property is too 

small for these funds. For example, Blackstone’s $20.5 billion fund with 65% leverage, needs to acquire about 

$60 billion of property, which in today’s competitive investment environment and low returns, is a challenging 

task.  

 

5. Debt Capital is Shifting More to More Nonbank Capital  

Conservative lending policies and stricter bank regulations have led to a structural shift in the commercial real 

estate lending market, with a surge in private debt capital underpinned by the strong economy and CRE market. 

The non-bank lending market is also known as the “shadow lending market” and includes nonregulated lenders 

like private debt funds, REITs, hard-money funds, and private institutional lenders. CRE lending volume in 

2021 was over $600 billion with the shadow lenders providing about 15% of this amount. Since the shadow 

lenders are not regulated, they can structure their loans to meet the needs of the borrower, albeit at a much 

higher cost than regulated lenders. Due to the dislocations caused by the pandemic and the surge in crime across 
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many major metros, there are many CRE properties that no longer fit the model for regulated lenders and must 

seek debt capital from the burgeoning shadow market.  

 

6. Operationally Driven CRE is in Demand 

CRE investors are increasingly looking to deploy capital into operationally driven real estate assets including 

medical office buildings, life science buildings, data centers, industrial distribution warehouses and cold storage 

warehouses. Investors have an abundance of capital to deploy, but low yields and stiff competition for 

traditional apartments, CBD office buildings, long-term net leased assets and high-credit industrial assets have 

created opportunities in these nontraditional and operational assets. Operational assets expand the investment 

opportunity set, which introduces a wider range of options for investors to generate returns by investing in 

operating platforms and profitable enterprises as well as real estate, albeit with the higher risk involved.  

 

7. The Performance Gap in CRE Investing Persists 

There has been a significant gap between the best and worst-performing parts of the CRE market during the last 

few years with the best located, Class A properties trading a sub 4.0% cap rates. This divergent market is set to 

persist, but sector differences are starting to narrow, and location is once again set to play a greater role in 

driving relative performance. One of the notable features of real estate performance during the pandemic and 

now in the recovery-to-expansion phase has been a clear widening of the gap between better-performing cities 

and sectors and struggling CBDs with high crime and high tax policies.  
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Booming Year for the CMBS Market 

According to the CRE Finance Council, after years of low volume, since the boom year of 2007, when $250 

billion of CMBS (commercial mortgage-backed securities) were issued, the private label CMBS market has 

come back to life. In 2021, a combined $159 billion in CMBS and CLOs (collateralized loan obligations) were 

issued, which was up from $105 billion in 2020. Single asset and single borrower (SASBs) and CLOs led the 

surge with $129 billion of issues. Agency CMBS, which are securitizations done by Fannie Mae, Freddie, and 

Ginnie Mae, also had a record year with $183 billion in transactions. 

The council is expecting 2022 to also be an active year with the first quarter data per Bank of America estimated 

at 33 transactions totaling $21 billion. This includes eight conduit transactions for $7.8 billion, eighteen SASB 

transactions for at least $8.0 billion, and seven CRE CLOs for at least $4.9 billion. Spreads on 10-year super-

senior AAA conduit CMBS ended the week at 68 bps over swaps, down 4 bps from the previous week, and 

BBB- spreads closed at 350 bps, down 10 bps from the previous week. This is all very good news for the CRE 

market and CMBS and CLO securitizations are vital for a smooth functioning market and to provide badly 

needed liquidity to the industry. 
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Top of the Market in Housing? 

In every real estate boom period, there is a transaction, so outlandish and overvalued, that it usually marks the 

top of the housing or real estate market. A huge mansion in Bel Air, CA is about to hit the auction market, 

straight out of bankruptcy for a whopping bid of $295 million. The property is known as “The One” and it has 

105,000 square feet (which is the size of a typical five-story suburban office building) and if sold anywhere near 

the bid price, it will be the most expensive home ever sold in the U.S. 

The property is located on a Bel Air hillside and spans 3.8 acres and is expected to be auctioned off in February 

2022. The home was built by the mega-mansion developer, Nile Niami, over a period of ten years. The mega-

mansion has a 30-car garage, 10,000 bottle wine cellar, twenty-one bedrooms, forty-two bathrooms (that’s a lot 

of toilet paper), 40-person movie theater, bowling alley and seven pools. It has been reported that Mr. Niami 

defaulted on $165 million in debt on the property and it is held in a receivership preparing for the auction.  
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Get Your Copy of Two Great CRE Books by Our Editor, Joseph Ori 

The editor of this newsletter, Joseph Ori, is pleased to offer his two CRE books for sale, “The 50 

Commandments of Commercial Real Estate Investment” and “Commercial Real Estate Investment for Pros 

(and Dummies Too!).” Both books are available on Amazon for $15.99 and $19.99, respectively, and also on 

Kindle. 

 

The 50 Commandments of Commercial Real Estate Investment compiles the choice pieces of advice Mr. Ori 

has amassed over 35 years in the CRE industry. Mr. Ori lists essential dos and don’ts, mistakes, and successful  

strategies with a mixture of critical analysis and a keen sense of satirical humor, reinforced by his encyclopedic  

knowledge of the commercial real estate environment. Mr. Ori covers all areas of the industry. Commercial real  

estate investment, finance, development, capital markets, and management tactics are all given his full attention, 

as are leasing, financial analysis, and institutional investments. He applies his commandments to all property 

types, including apartments, office buildings, shopping centers, industrial warehouses, lodging properties, and 

senior housing. 

 

Commercial Real Estate Investment for Pros (and Dummies Too!) discusses the history, the various financial 

players, legal and financial structures, property types, modern portfolio theory and the financial metrics of 

commercial real estate investment and the commercial real estate industry. The book includes numerous charts 

and analyses of the industry and a step-by-step breakdown of the commercial real estate analysis and investment 

process. The book is perfect reading for the experienced real estate pro and also understandable to the real estate 

novice or someone new to the industry. 
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CRE Financing Rates  
 

Loan Type Mortgage Rate Maximum 

Amortization 

Term  

(years) 

Maximum LTV 

Permanent Loans 2.24%-6.76% 30 10  75% 

Conduit-CMBS 4.13%-5.36%+ 30 10  75% 

Bridge Loans 4.24%-13.24%+ Interest Only 1-3 90% 

Construction Loans 4.75%-9.75% Interest Only 1-4 75% 

Insurance Co. Loans 3.50%-5.90% 30 10 70% 

Fannie Mae/Freddie Mac 2.95%-3.95% 30 10 80% 

 

Commercial Loan Index Rates 

Prime Rate 3.25% 

30 Day LIBOR .10% 

90 Day LIBOR .23% 

6 Month LIBOR .37% 

1 Year Swap .62% 

10 Year Swap 1.85% 

5 Year Treasury 1.50% 

10 Year Treasury 1.76% 

Federal Funds Rate 0% 

 

Short-term interest rates have increased substantially with the 6-month LIBOR rate up to .37% from .22% in 

November 2021. This is due to higher inflation expectations as inflation is roaring throughout the economy and 

the Federal Reserve’s claim that it will begin raising the Federal Funds rate in March of 2022. As shown above, 

the entire term structure of interest rates is still at historic low levels, however, inflation expectations have 

increased appreciably, which will further push up long-term interest rates. The above financing rates and data 

are courtesy of Paramount Capital Corporation and feel free to contact Joseph Ori, Executive Managing 

Director, Paramount Capital Corporation, jori@paramountcapitalcorp.com, for your real estate capital needs. 

 

 



Strategy and Insight for the Commercial Real Estate Industry 

 

Page | 8  
For a Subscription to this letter see 
www.paramountcapitalcorp.com 

Copyright © Paramount Capital Corporation 2022 

CRE Deal Focus 

 
CRE Deals of the Month 
 

Purchaser/ 

Sponsor 

Seller Property/ 

Deal 

Price Description 

AXA 

Investment 

Management 

Dermody 

Properties 

Industrial Fund 

II 

Industrial Portfolio $1.2B A 23-property 

industrial portfolio 

that is 77% leased. 

Cardone 

Capital 

El-Ad National 

Properties 

Four Property 

Apartment Portfolio, 

FL 

$740M Four apartment 

properties with 1,700 

units. 

PPF Real 

Estate 

AEW Capital 

Management 

SouthPark Center, 

Orlando, FL 

$315M A 1.3 million square 

foot office park with 

ten office buildings. 
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Waterford 

Property Co. 

and California 

Statewide 

Development 

Authority 

Equity 

Residential 

Residences at 

Westgate, Pasadena, 

CA 

$280M A 480-unit affordable 

apartment project  

GLP Capital 

Partners 

Marcus 

Partners 

A Four-Property 

Logistics Portfolio, 

Boston, MA 

$173M A 1.1 million square 

foot logistics 

portfolio. 

City Office 

REIT 

RED 

Development 

Block 23 at 

Cityscape, Phoenix, 

AZ 

$150M A 1.3 million square 

foot mixed-use 

property that is 95% 

leased. 

EastGroup 

Properties 

IDS Real 

Estate Group 

Viva Logistics 

Center II, San Diego, 

CA 

$135M A four-building 

industrial portfolio 

with 547,000 square 

feet and built in 

2001-2003. 
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Bridge 

Investment 

Group 

KBS Willow Oaks 

Corporate Center, 

Fairfax, VA 

$106M A 584,100 square 

foot office building 

that is 65% leased.  

JLL Income 

Property Trust 

Taylor & 

Mathis 

Friendship 

Distribution Center, 

Buford, GA 

$95M A four-building 

industrial portfolio 

with 649,183 square 

feet and 96% leased.  

Avanti 

Residential 

Milhaus 

Development  

Artistry Apartments, 

St. Petersburg, FL 

$92M A 246-unit apartment 

property completed 

in 2020. 
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CORPORATE FINANCE FOCUS 

 
24 Lessons from Warren Buffett-Lesson 18 

Warren Buffett, Chairman and, Charlie Munger, Vice Chairman, of Berkshire Hathaway, Inc. are authors of one 

of the most anticipated annual corporate letters to shareholders with their published annual financial statements. 

These letters prepared since the 1970s are a must-read for financial analysts and investors and are a “how-to” 

for corporate executives. We here at VOM are pleased to provide twenty-four lessons from these letters in a new 

monthly article in the Corporate Finance Section titled, 24 Lessons from Warren Buffett. Last month we 

discussed Lesson 17: “Complex Financial Instruments are Dangerous Liabilities” 

 

This month we discuss Lesson 18: “Investment Banker Incentives are Usually not Your Incentives” 

 

While Buffett and Berkshire Hathaway conduct plenty of business with investment banks and have invested in a 

few, he has issued some pointed criticisms at the industry over the years. His main problem with investment 

bankers is that their financial incentive is always to encourage action (sales, acquisitions, and mergers) whether 

or not doing so is in the interest of the company initiating the action. 

 

“Investment bankers, being paid as they are for action, constantly urge acquirers to pay 20% to 50% 

premiums over market price for publicly-held businesses. The bankers tell the buyer that the premium 

is justified for ‘control value’ and for the wonderful things that are going to happen once the acquirer’s 

CEO takes charge. (What acquisition-hungry manager will challenge that assertion?) A few years later, 

bankers – bearing straight faces – again appear and just as earnestly urge spinning off the earlier 

acquisition in order to ‘unlock shareholder value,” he writes. 

 

Sometimes this thirst for action even leads them to use fuzzy accounting to value the companies they’re selling. 

His frustration with investment banker math reached its boiling point in his 1986 letter to shareholders, in which 

he dissected the value of Berkshire’s latest acquisition, the Scott Fetzer Company. Buffett does not believe that 

standard GAAP accounting figures always give an accurate idea of what a company is worth, so he walks 

through a valuation of Scott Fetzer Company to explain why Berkshire purchased the company. He wanted to 

show that typically when one looks at a company through the lens of the earnings it will produce for its owners, 

the result is sobering relative to the company’s GAAP numbers — and that investment bankers and others use 

faulty numbers to push the companies they’re selling. “All of this points up the absurdity of the ‘cash flow’ 

numbers that are often set forth in Wall Street reports. These numbers routinely include [earnings] plus 

[depreciation, amortization, etc.] — but do not subtract [capital expenditure and the cost of maintaining its 
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competitive position].”  

 

“Most sales brochures of investment bankers also feature deceptive presentations of this kind,” he adds. “These 

imply that the business being offered is the commercial counterpart of the Pyramids — forever state-of-the-art, 

never needing to be replaced, improved or refurbished. Indeed, if all U.S. corporations were to be offered 

simultaneously for sale through our leading investment bankers — and if the sales brochures describing them 

were to be believed — governmental projections of national plant and equipment spending would have to be 

slashed by 90%.” For Buffett, investment bankers are too often simply using whatever math is most preferable 

for their preferred outcome, whether or not it is deceptive to the buyers and sellers involved in 

the transaction. 

 

 

Six Tips from Investment Icon, Howard Marks 

Howard Marks is the Co-Founder and Co-Chairman of distressed debt investor, Oaktree Capital Management, 

with over $160 billion in assets under management. He is also the author of two must-read books, “The Most 

Important Thing” and “Mastering the Market Cycle.” Both books are filled with priceless business, finance and 

investment advice and strategies and six of his core beliefs are discussed below.  

 

1. View Market Movements Constructively 

Investors tend to perceive market activity through the prism of boom-and-bust cycles and anticipate future 

movements based on past patterns. “The cycle, generally speaking,” Marks explained, “is a series of up and 

down oscillations around a central trend line.” But the conventional terms that describe these market 

movements boom and bust, up and down carry connotations that can influence an investor’s perspective and 

create a distortive effect. So, Marks avoids them. “I tend to think of them, more productively, as excesses and 

corrections,” he said. 

 

2. Know What You Don’t Know 

The importance of intellectual humility, of being aware that there are limits to your knowledge, was a recurring 

theme in Mark’s investment philosophy. The current financial crisis, in particular, serves as a vivid case in 

point. Since its principal cause, a global health pandemic, is without recent precedent or parallel, investment 

expertise and market experience that might inform the response to, say, a conventional asset bubble or debt 

crisis are of little to no use. “It’s so silly for an investor to build his investment conclusions around his view of 

what the disease holds when he knows nothing about it,” Marks said. “You shouldn’t make it up on your own, 

you should look to the experts.” 
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3. Insist on a Margin of Safety 

The margin of safety is a key concept among value investors searching for undervalued securities. “For any 

given investment that you consider making, you evaluate the investment relative to the underlying 

fundamentals,” Marks said. To define the margin of safety for a particular investment, Marks recommends 

investors consider the company, the stability of the industry, and the underlying predictability of both as well as 

the lowness of the price. “The expert calibrates the expression of his opinion based on how firm the evidence 

is,” Marks said. “The investor should calibrate his confidence in his investment based on how much margin of 

safety there is.” 

 

4. Know When to Get Aggressive 

Oaktree tends to be circumspect about its investments. “Normally, we take a very cautious approach to our risk 

asset classes,” Marks said. That’s the concession they make to what they don’t know, and for investors, caution 

is always appropriate when dealing with the unknown. Nevertheless, Marks and Oaktree aren’t afraid to get 

aggressive when they believe they’ve identified good investments. “I think that toggling between aggressive 

and defensive is the greatest single thing that an investor can do,” he said. “If they can do it appropriately.” 

 

5. Be Different, but be Correct 

Following the market does not lead to outperformance. To generate better investment returns you have to 

separate yourself from the herd. And you have to be right. “If you think and behave different from other people 

and you’re righter than they are, that’s a necessary ingredient then you can have superior performance,” Marks 

said. The approach may sound simple. But it’s much more difficult in practice. Rejecting the consensus is an 

easy reflex, but in investing, that consensus the market is right more often not. “Knee-jerk contrarianism is 

certainly not a successful strategy,” he said. 

 

6. Get Comfortable with Discomfort 

“Every great investment begins in discomfort,” Marks explained. “If everyone else didn’t hate the investments, 

they wouldn’t be cheap.” Asset prices drop when nobody wants to buy them. So, the investments with the 

largest margin of safety or the largest gap between their current selling price and their intrinsic value can be the 

most unwanted. Holding unwanted assets can be uncomfortable. The challenge comes when the discomfort 

endures for a long time. Yet investment decisions are rarely validated on the day they are made. “Many times, it 

doesn’t work for months, or maybe years,” Marks said. “One of the most important adages in our business is 

that being too far ahead of your time is indistinguishable from being wrong. And that’s where the discomfort 

comes from.” As the world struggles with the global pandemic and its associated financial crisis, Marks 

believes uncertainty and discomfort will be major components of financial markets for the foreseeable future. 

The toll of the disease and the economic impact of fighting it will last for a long time. 
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“This will play out over the next several quarters, if not years,” Marks said. 

  

 

REIT Return Statistics 

Current REIT statistics for November 2021 per NAREIT and NCREIF are included in the table below. Please 

note the comeback in REIT returns in 2021 and the high performance of the All-Equity REIT Index over a 20-

year period as compared to the other major asset classes. REITs have been one of the best-performing asset 

classes in 2021. 

 

 

Period All 

REITs 

All Equity 

REITs 

NCREIF 

NPI 

Levered 

Index  

(Q3-2021) 

S&P 500 NASDAQ 

Composite 

11/2021   29.77% 30.24% NA 24.04% 20.88% 

1-Year 46.32% 45.73% 15.45% 42.91% 42.99% 

5-Year 10.85% 11.06% 7.92% 18.93% 25.69% 

10-Year 11.29% 11.40% 11.14% 16.21% 20.50% 

20-Year 10.79% 11.18% 9.70% 9.77% 11.72% 

Market 

Capitalization $1.62T $1.52T $785B NA NA 

Dividend 

Yield 3.04% 2.79% NA 1.24% NA 
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REIT Review 

Summary 
This REIT valuation is on Camden Property Trust (“CPT”), a publicly-traded REIT that is engaged in the 

ownership, management, development, reposition, redevelopment, acquisition, and construction of multifamily 

apartment communities. CPT owns or has interests in 178 apartment communities with 60,587 units throughout 

the U.S.  

 
Property Information 
As of Q3-21, the occupancy rate was 97% and the net operating income increased by 7.6% YoY.  

 
Corporate Data                           

CPT is traded on the NYSE, is incorporated in Texas, and is located in Houston, TX. CPT has 102 million 

common shares outstanding and a market capitalization of approximately $17.197 billion. CPTs credit rating is 

A- by Fitch Ratings, A3 by Moody’s, and A- by Standard and Poors.  

 
Management 

Richard J. Campo, 66, Chairman and CEO  

Richard Campo is Chairman of the Board and Chief Executive Officer of Camden Property Trust and has 

served in this capacity since May 1993. As the Chairman and CEO of one of the nation’s largest multifamily 

Real Estate Investment Trusts, Mr. Campo holds strategic roles within the real estate industry. He is currently a 

member of the National Association of Real Estate Investment Trusts ('NAREIT') where he previously served 

on both the Executive Board and Advisory Board, the National Multifamily Housing Council ('NMHC') where 

he served on the Executive Committee and was past chairman, and the Urban Land Institute ('ULI'). Mr. Campo 

began his real estate career after graduating from Oregon State University in 1976. After working for a private 

Houston real estate company, Mr. Campo co-founded Camden’s predecessor companies in 1982 and has spent 

almost 30 years building a company of great people that are renowned for their management proficiency, their 

development and construction capabilities and their savvy in the areas of technology, training, and marketing. 

He has led the development, management, acquisition, and disposition of real estate properties valued in excess 

of $20 billion; and under his leadership, Camden and has grown from a Texas-based real estate firm with assets 

valued at $200 million in 1993 to an industry leader with a national footprint and assets valued at more than $13 

billion. Mr. Campo serves on and has served on the Board of Directors of several organizations that focus on 

the economic development, business outlook and future growth of Houston, including Central Houston, Inc., the 

Greater Houston Community Foundation, and the Greater Houston Partnership, and is an Executive Advisory 

Board Member for the University of Houston, C.T. Bauer College of Business. Mr. Campo currently serves as 
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Chairman of the Port Commission of the Port of Houston Authority, and he served as past Chairman of the 

Houston First Corporation, a local government corporation that facilitates the city's economic growth through 

the business of conventions and the arts.  

 
Development 
CPT has six apartment projects under development with 1,905 units and a total cost of $695 million, of which 

$452 million has been incurred to date.  

  

Ownership 
Top Institutional Holders Shares (000’s) % 

Vanguard Group, Inc.  14,203 13.90 

Blackrock, Inc.  11,925 11.67 

T. Rowe Price Associates, Inc. 6,059 5.93 

State Street Corporation 5,104 4.99 

JP Morgan Chase & Co. 3,453 3.38 

 

Ownership Breakdown 

% Of Shares Held by All Insiders and 5% Owners .9 

% Of Shares Held by Institutional & Mutual Fund Owners 96.21 

Number of Institutions Holding Shares 698 

All amounts above per Yahoo Finance 

 
 
Financial Analysis and Valuation 
Select financial data for CPT per the Q3-21 10Q and supplemental information. 

(In millions where applicable) 

Financial Data Amounts 

Real Estate Assets, Gross  $9,854 

Total Assets $7,685 
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Property Debt (at a weighted average interest rate of 3.60%) $3,169 

Stockholders’ Equity $3,953 

Revenue  $838 

Net Income (Loss) $91 

Cash Flow from Operations $436 

Unsecured Credit Facility ($900M with $15M used) $885 

Market Capitalization $17,197 

Property Debt to:  

     Gross Real Estate Assets           32% 

     Market Capitalization 18% 

     Enterprise Value 16% 

Dividend and Yield ($3.32/sh.) 2.00% 

Shares Sold Short (in millions per Yahoo Finance) 1,390 

 

Valuation Methodology  

Q3-21 Real Estate Revenue  $838 

Q3-21 Real Estate Operating Expenses (excluding depreciation, amortization, interest 

expense, impairment charges and plus G&A expenses) 362 

Q3-21 Net Operating Income  $476 

Annualized Proforma Net Operating Income at 103% $654 

Projected Average Cap Rate  5.0% 

Projected Value of Real Estate Assets $13,080 
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Add: Net Operating Working Capital (at book value) 142 

         Investment in Joint Ventures (at book value) 17 

         Properties Under Development (at book value) 428 

Total Projected Value of the Assets of the Company $13,667 

Less: Total Debt Per Above   (3,169) 

Projected Net Asset Value of the Company $10,498 

Common Shares Outstanding, 102M common shares (111M common shares 
less 9M treasury shares)  

Projected NAV Per Share $103 

Market Price Per Share on 1/15/22 $168 

Premium (Discount) to NAV        63% 

 
Financial Metrics 
The gross real estate assets, property debt, revenues, net income, funds from operations, return on invested 

capital, dividend coverage and, dividends per share for CPT for the years 2016 through Q3-21 are shown in the 

table below: 

 

(millions except dividend and 
per share amounts) 2016 2017 2018 2019 2020 Q3-21 

Gross Real Estate Assets $7,376 $7,667 $8,034 $8,603 $8,988 $9,854 

Property Debt $2,480 $2,203 $2,321 $2,524 $3,166 $3,169 

Revenues $876 $900 $954 $1,028 $1,043 $838 

Net Income (Loss) $819 $196 $156 $219 $123 $91 

Funds from Operations (FFO) $425 $424 $463 $505 $495 $399 

Return on Invested Capital (1) 9.61% 9.15% 10.30% 10.20% 9.12% NA 

Dividend Coverage (2) .64 1.51 1.55 1.59 1.49 1.56 

Dividends Paid Per Share $3.00 $3.00 $3.08 $3.20 $3.24 $3.32(3) 
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(1) This ratio is cash provided by operations plus interest expense divided by stockholder’s equity plus property 
debt and measures the return the REIT is earning on its invested capital.  

(2) This ratio is funds from operations divided by common and preferred stock dividends and distributions to 
noncontrolling interests. 

(3) The dividend is currently $.83 per quarter. 

The total return of CPT year to date and through five years is shown in the chart below per NAREIT: 

CPT Total Return Q3-21 1-Yr 3-yr 5-Yr 

 66.38% 81.76% 25.74% 18.76% 

 

As shown above, our net asset value per share for CPT is $103/sh., compared to a market price of $168/sh. 

Current average cap rates for apartment properties per our industry experience and CBRE’s Cap Rate Survey 

are in the 3.5% to 7.0% range, depending on the location, age, and condition. We have used an average cap rate 

of 5.0% due to CPT’s solid portfolio of apartment assets.  

 
Valuation Analysis 
CPT’s strengths, concerns and, recommendations are as follows: 

 

Strengths: 

 A diversified portfolio of apartment assets. 

 A very low debt to enterprise value of 16%. 

 

Concerns: 

 REIT prices will decline if interest rates increase. 

 The dividend yield is a minuscule 2.00%. 

 The stock is way overpriced at $168 per share.  

 The dividend has only been increased by 10.7% since 2017. 

 

Recommendation: 

CPT has a diversified portfolio of Class A apartment real estate assets; however, we are not recommending the 

purchase of the stock, due to its extremely high price.  
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A five-year price chart for CPT is shown below: 
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REIT FOCUS REVIEWS IN PRIOR ISSUES OF VOM ARE AS FOLLOWS: 

1. Simon Property Group, August 15, 2019 

2. Liberty Property Trust, September 15, 2019 

3. Pennsylvania REIT, October 15, 2019 

4. Realty Income Corporation, November 15, 2019 

5. First Industrial Realty Trust, Inc., December 15, 2019 

6. Brandywine Realty Trust, January 15, 2020 

7. SITE Centers Corp., February 15, 2020 

8. Highwoods Property, Inc., March 15, 2020 

9. Kilroy Realty Corp., April 15, 2020 

10. Camden Property Trust, May 15, 2020 

11. Hudson Pacific Properties, Inc., June 15, 2020 

12. STAG Industrial, Inc., July 15, 2020 

13. Piedmont Office Realty Trust, August 15, 2020 

14. SL Green Realty Corp., September 15, 2020 

15. Federal Realty Trust, October 15, 2020 

16. WP Carey, November 15, 2020 

17. Equity Residential, December 15, 2020 

18. Douglas Emmett, Inc., January 15, 2021 

19. Boston Properties, Inc., February 15, 2021 

20. Spirit Realty Capital, Inc., March 15, 2021 

21. Duke Realty Corporation, April 15, 2021 

22. Essex Property Trust, Inc., May 15, 2021 

23. AvalonBay Communities, Inc., June 15, 2021 

24. Brixmor Property Group, Inc., July 15, 2021 

25. Cousins Properties, Inc., August 15, 2021 

26. Mid-America Apartments, Inc., September 15, 2021 

27. VEREIT, Inc., October 15, 2021 

28. Spirit Realty Capital, Inc, November 15, 2021 

29. First Industrial Realty Trust, Inc., December 15, 2021 
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General Publication Information and Terms of Use 

View of the Market is published at www.paramountcapitalcorp.com/vom-newsletter by Paramount 

Capital Corporation and edited by Joseph Ori, Executive Managing Director. The use of this newsletter and its 

content is governed by the Terms of Use as described herein. This newsletter is not an 

offer to sell or the solicitation of an offer to buy any security in any jurisdiction where 

such an offer or solicitation would be illegal. This newsletter is distributed for 

informational purposes only and should not be construed as investment advice or a 

recommendation to sell or buy any security or other investment or undertake any 

investment strategy. It does not constitute a general or personal recommendation or 

tang the investment objectives, financial situations, or needs of individual investors.  

 

The price and value of securities referred to in this newsletter will fluctuate. Past 

performance is not a guide to future performance, future returns are not guaranteed, and a loss of all of the 

original capital invested in a security discussed in this newsletter may occur. Certain transactions, including 

those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all 

investors. There are no warranties, express or implied, as to the accuracy, completeness, or results obtained from 

any information set forth in this newsletter. Paramount Capital Corporation will not be liable to you or anyone 

else for any loss or injury resulting directly or indirectly from the use of the information contained in this 

newsletter, caused in whole or in part by its negligence in compiling, interpreting, reporting, or delivering the 

content in this newsletter. Paramount Capital Corporation receives compensation in connection with the 

publication of this newsletter only in the form of subscription fees charged to subscribers and reproduction or 

re-dissemination fees charged to subscribers or others interested in the newsletter content. 

 

Subscription Information 

Subscriptions to this newsletter are available for $99 per year or $149 for two years. Subscriptions are also 

available just for the REIT valuations at $49 per year. See www.paramountcapitalcorp.com for subscription 

information. 
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