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VIEW OF THE MARKET 
 

A PUBLICATION OF PARAMOUNT CAPITAL CORPORATION 

Volume XIV/ Issue 2 / February 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-February 2022. 

REAL ESTATE FOCUS 

CRE Risk and Higher Interest Rates 

The 10-Year Treasury note is currently at 2.00% and up about 40 basis 

points from December 2021. Rates are rising because of much higher 

inflation and the belief that the Fed will begin raising the Federal 

Funds rate from its current 0.0% to 2.0% by the middle of 2023. If the 

10-Year Treasury Note hits 2.50% or higher by this summer, cap rates 

on CRE will have to rise. However, cap rates have been falling during 

the last few years due to excessive demand for CRE assets as an 

inflation hedge and the attractive cash on cash returns. In a rising cap 

rate environment, CRE risk and how to lower this risk will become a 

more important consideration in the investment process.  

 

Risk is defined by Investopedia as “the chance an investment's 

actual return will differ from the expected return. Risk includes the 

possibility of losing some or all of the original investment. Different 

versions of risk are usually measured by calculating the standard 

deviation of the historical returns or average returns of a specific 

investment.” 
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Investing in CRE has many risks like; the loss of equity or profit in a deal, the loss or bankruptcy of a major 

tenant, an increase in interest rates and negative changes in the market where a property lies. All of these are 

just some of the 15 risks inherent in CRE as defined by our editor, Joseph Ori, and are listed below: 

 

1. Cash flow risk (volatility in the property’s cash flow) 

2. Property value risk (a reduction in a property’s value) 

3. Tenant risk (loss or bankruptcy of a major tenant) 

4. Market risk (negative changes in the local real estate market) 

5. Economic risk (negative changes in the macroeconomy) 

6. Interest rate risk (an increase in interest rates) 

7. Inflation risk (an increase in inflation) 

8. Leasing risk (inability to lease vacant space or a decline in lease rates) 

9. Management risk (poor or ineffective management) 

10. Ownership risk (poor ownership investment/portfolio decisions or loss of critical personnel) 

11. Legal, title, tax, and political risk (adverse legal issues, claims on title, and adverse tax, and political law 

changes) 

12. Construction risk (development delays and payment defaults) 

13. Entitlement risk (inability to obtain projected entitlements) 

14. Liquidity risk (inability to sell the property) 

15. Refinancing risk (inability to finance or refinance the property) 

 

As detailed above, CRE is subject to many risks and usually more than in many other industries and businesses. 

However, when evaluating risk, an investor or developer must also consider the return on the asset for the given 

level of risk, i.e., its risk-adjusted return. If a property can be purchased at a 10% cap rate, that does not reveal if 

it is a good or bad deal, because the risk profile of the asset is not known. If it is a single tenant net lease deal 

with a shaky tenant that may file bankruptcy, then it is not an attractive investment. If the property is net-leased 

to an AA-rated tenant for twenty years, then it would be a very attractive investment.  

 

The question that real estate investors need to ask is the cap rate or internal rate of return high enough to invest 

in this property, given the 15 risks inherent in CRE? Most CRE investors do not consider the risks in CRE when 

making an investment. Many spend hours in evaluating in detail the market in which the property is located, 

tenancy, rent levels, cap rates, operating expenses, the physical condition of the property, price per unit or 

square foot and the debt and equity capital for the investment, but the risk profile is often disregarded. During 

the last five years or so, the primary consideration in buying a real estate property was whether the debt and 

equity were available to make the investment. This irrational investment process happens during every CRE 
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boom and some of these investors may end up either losing money on the equity or the property through 

foreclosure or bankruptcy, during the next recession or downturn. There is usually very little regard for a risk-

adjusted return analysis as promulgated by modern portfolio theory as applied to CRE. 

 

In modern portfolio theory, there is a term called, the security market line, (“SML”). The SML is a line that 

graphs the market risk and return of an asset or portfolio of assets. Risk is defined as the standard deviation of 

real estate returns or the percentage deviation of returns above and below the average or mean return. It is part 

of the capital asset pricing model, (CAPM), which is a formula that describes the relationship between risk and 

expected return and is used in valuing common stocks and other securities. The CAPM formula is as follows: 

 
R = Rf + B (Rm - Rf) 
R = Expected return 

Rf = Risk-free rate of return of US Treasury securities (typically the 10-Year Treasury Note) 

B = Beta or the measure of the volatility of a security as compared to the market 

Rm = The expected market return 

For example, we can calculate the CAPM return for Apple, Inc. as follows: 

Rf = 1.90% (the current rate on the 10-Year Treasury Note) 

B = Beta of Apple per Yahoo Finance is 1.19 times 

Rm = The expected return in 2022 for the market as exemplified by the S&P 500 is projected at 6.0% 

CAPM = 1.90% + 1.19(6.0% - 1.90%) = 6.8% or per the CAPM, Apple stock is projected to return 6.8% in 

2022. 

 

Below in Table, I is a simple graph of the SML for a real estate investment with a risk-free rate of 1.90%, which 

is the current rate on the 10-year Treasury note. The other two security market lines, II & III, represent other 

potential real estate return market lines with different risk and return profiles. 

 

 

 

 

 

 

 

 

 

 



Strategy and Insight for the Commercial Real Estate Industry 

 

Page | 4  
For a Subscription to this letter see 
www.paramountcapitalcorp.com 

Copyright © Paramount Capital Corporation 2022 

 

 

 

 

 

 

Table I, SML Lines for Real Estate Investments 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

As shown in the table, the SML-I investor prefers a higher return for the same level of risk as compared to the 

SML-II and III investors, who accept a lower return for the same level of risk. A real estate investor’s SML can 

be at any point on the graph, depending on the perceived risk/return profile of the investor and investment. 

However, too many investors in today’s frothy market have a low sloping line similar to SML-III, which 

provides too high of a risk for the given return. In today’s apartment investment market, for example, SML-III 

is an investor buying a CA apartment complex at a 3.5% cap rate or buying an industrial property in Florida at a 

3.0% cap rate. SML-1 is an investor buying a similar apartment or industrial property in the Midwest at a 6.0% 

cap rate. Who is right in their investment decision? We won’t know for sure until the properties are sold, but the 

SML-I investor has a much higher initial cash flow and lower basis to absorb the 15 real estate risks discussed 

above, as compared to the SML-III investor.  
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CRE risk associated with an investment can almost always be equalized through the price. A real estate asset is 

only risky in relation to its price or value. As we have stated here on VOM previously, “We would rather buy a 

good real estate deal at a great price, rather than a great real estate deal at a good price.” Most seasoned CRE 

investors would rather buy a leased office building in the suburbs of Chicago at a 7.5% cap rate, rather than a 

similar office building in Silicon Valley at a 4% cap rate. In corporate finance today, institutional investors are 

willing to buy junk bonds (bonds rated below BBB) for minuscule yields of 4.0%, while the historical average 

yield is at 9.0%. These investors should be sellers of these bonds at these unprecedented low yields and 

aggressive buyers when bond prices fall, and yields rise to at least 8.0%. CRE investments should be no 

different, but the price of the property is not often seen as the risk equalizer and in a hot and overpriced real 

estate markets like exists today, the buyer is a “price taker.” 
 

CRE Transactions Set Record in 2021 

Sales of CRE properties set a record in the pandemic prone 2021 with $809 billion in transactions according to 

data firm, Real Capital Analytics. This was nearly double the total in 2020 and it exceeded the 2019 record of 

$600 billion. The surge in transactions was due to several factors including, the demand for CRE as an inflation 

hedge, historically low-interest rates, high cash flow distributions and asset allocation away from stocks and 

bonds into CRE, the largest of the alternative assets.  

 

Most of the investment activity was in tax and demographic friendly Sunbelt states like Florida, Tennessee, 

Texas, Arizona, Georgia, and Nevada, while investors snubbed the gateway cities like New York, Los Angeles, 

San Francisco, Seattle, and Chicago, because of high crime, expensive housing, high taxes, and out-migration. 

The top transaction volume leaders were Dallas with $48.9 billion in sales and Atlanta with $37.1 billion in 

CRE transactions. There was also a record of new CRE loan originations in 2021, with $690 billion in new 

financings, which was up 8.7% from the level in 2020.  

 

The favored property types in 2021 were apartments with $335 billion in sales and up 128% from 2020, 

followed by industrial properties with $166 billion in transactions and up 56% from 2020 and finally office 

buildings with $139 billion in deals. Hotel sales were also active with $44 billion in transactions.  
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Update on REIT Returns 

REIT stock returns were gigantic in 2021 with the FTSE-NAREIT All Equity Index up a whopping 41.3% for 

the year. This was an even bigger bounce higher from the 2020 pandemic infected return which was a negative 

5.12%. Other high return key REIT sectors in 2021 as shown in the table below were retail real estate up 

51.91%, apartments up 63.61% and industrial up 62.03%. Other key sectors that were up big in 2021 include 

self-storage up 79.43% and regional malls up 92.05%. See the REIT returns sections for all the key real estate 

and major index returns.  

 

The table below shows REIT sector returns from 2017 through 2021 for the four primary REIT sectors, office, 

retail, apartments and industrial and the FTSE-NAREIT All Equity Index. 

 
Sector 2017 2018 2019 2020 2021 

Office 5.25% -14.50% 31.42% -18.44% 22.00% 
Retail -4.77% -4.96% 10.65% -25.18% 51.91% 
Apartments 3.72% 3.70% 26.32% -10.69% 63.61% 
Industrial 20.58% -2.15% 48.71% 12.17% 62.03% 
FTSE-NAREIT All Equity 
Index 8.67% -4.04% 28.66% -5.12% 41.30% 

 

As shown above, the returns over the last five-plus years were very choppy, however, we still recommend that 

all individuals have 10%-20% of their total investment portfolio in a diversified REIT equity fund, as the return 

has substantially outperformed the S&P 500, Dow 30, and NASDAQ indices over a 20-year period. 
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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 2.36%-6.92% 30 10  75% 

Conduit-CMBS 4.38%-5.52%+ 30 10  75% 

Bridge Loans 4.36%-13.36%+ Interest Only 1-3 90% 

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

Insurance Co. Loans 3.76%-6.03% 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 .12% 

90 Day LIBOR .36% 

6 Month LIBOR .62% 

1 Year Swap 1.01% 

10 Year Swap 2.02% 

5 Year Treasury 1.76% 

10 Year Treasury 1.92% 

Federal Funds Rate 0% 

 

Short-term interest rates have increased substantially with the 6-month LIBOR rate up to .62% 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. 
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CRE Deal Focus 

 
CRE Deals of the Month 
 

Purchaser/ 

Sponsor 

Seller Property/ 

Deal 

Price Description 

Alexandria 

Real Estate 

Equities 

Atlantic 

Management 

and Spear 

Street Capital 

Minuteman Road 

Properties, Andover, 

MA 

$341M A 1.3 million square 

foot, eight-building 

portfolio of office, 

R&D, and laboratory 

space.  

Beacon Capital 

Partners 

Invesco 

Advisors, Inc.  

1800 Larimer St., 

Denver, CO 

$291M A 22-story office 

building with 

490,500 square feet.  

AVG Partners American 

Finance Trust 

55 Corporate Dr., 

Bridgewater, NJ 

$261M Three interconnected 

office buildings with 

675,000 square feet.  
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3D 

Investments 

IDB Group 

USA 

Tivoli Village, Las 

Vegas, NV 

$216M A 670,000 square 

foot office and retail 

complex.  

Gelt Holland Partner 

Group and 

NASH 

Volta on Pine, Long 

Beach, CA 

$156M A 271-unit apartment 

complex.  

KKR Fund Crow Holdings 

Industrial 

Veterans Point, 

Bolingbrook, IL 

$155M A three-building 

industrial property 

with 923,000 square 

feet. 

Tides Equities The Midtown 

National Group 

AYA Apartments, 

Las Vegas, NV  

$106M A 557-unit apartment 

property. 
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Lone Star 

Funds and 

Woolbright 

Development 

Unknown Legacy Place, Palm 

Beach Gardens, FL 

$102M A 425,316 square 

foot shopping center 

that is 72% leased.  

Phoenix Realty 

Group and 

Prospect 

Capital 

Rise: A Real 

Estate Co. 

Alvista West Vue, 

Orlando, FL 

$97M A 442-unit apartment 

complex completed 

in 2019. 

Brixmor REIT Unknown Brea Gateway 

Center, Brea, CA 

$85M A 181,891 square 

foot shopping center.  
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CORPORATE FINANCE FOCUS 

 
24 Lessons from Warren Buffett-Lesson 19 

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 18: “Investment Banker Incentives are Usually not Your Incentives” 

 

This month we discuss Lesson 19: “Leaders Should Live the Way They Want Their Employees to Live” 

 

In his 2010 shareholder letter, Warren Buffett provided a breakdown of all the money that is spent outfitting 

Berkshire’s “World Headquarters” in Omaha, Nebraska: 

• Rent (annual): $270,212 

• Equipment/supplies/food/etc.: $301,363 

 

By 2017, Berkshire Hathaway had hit about $1M in total annual overhead, according to the Omaha World-

Herald — a paltry sum for a company with $223B in annual revenues. The point of this breakdown is not to 

show off Berkshire’s decentralized structure, which offsets most operational costs to the businesses under the 

Berkshire umbrella, but to explain Berkshire’s culture of cost-consciousness. For Buffett, this culture must 

begin at the top. “Cultures self-propagate,” he writes, “Winston Churchill once said, ‘You shape your houses 

and then they shape you.’ That wisdom applies to businesses as well. Bureaucratic procedures beget more 

bureaucracy, and imperial corporate palaces induce imperious behavior. As long as Charlie and I treat your 

money as if it were our own, Berkshire’s managers are likely to be careful with it as well.” For Buffett, there’ 

no reason for the CEOs of Berkshire’s companies to be careful with money if Charlie, him, and the 

inhabitants of Berkshire Hathaway’s HQ cannot be equally careful with it—so he insists on setting this culture 

from the top. 
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The U.S. Debt Explosion 

The debt of the United States of America just hit $30 trillion with trillions more to go in annual deficit spending 

and special spending programs approved by Congress. The chart below shows the meteoric rise in the debt, 

especially with the $7 trillion spent in the last two years for the pandemic. What is astonishing is the debt was 

only $10 trillion in 2009 when Obama became President. He doubled the debt to over $20 trillion in eight years, 

President Trump added a mere $3 trillion in four years and the covid pandemic and President Biden added the 

other $7 trillion. These are unprecedented numbers and in our annual spending budget of around $6 trillion is 

the interest on this debt at about 1.25% or $375 billion. If interest rates do continue to rise and the interest rate 

on the debt doubles to 2.5%, then just the interest portion in our annual budget will rise to $750 billion, a very 

scary scenario indeed.  
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Not only do we have this massive $30 trillion national debt, the Federal Reserve also has a debt problem. Since 

the Great Recession in 2008, it has been buying Treasury and mortgage-backed securities in a program known 

as, “quantitative easing” to keep long-term interest rates from rising. As debt is acquired it increases the 

principal value of the debt and lowers interest rates. Their debt has also mushroomed to over $9 trillion in 

February 2022 as shown in the chart below. The chart also plots the rise in the S&P 500 Index alongside the rise 

in the Feds debt and there is a very strong correlation between the two. As the Fed buys $120 billion of 

securities per month, the sellers of these securities, mostly Wall Street banks and institutional investors, reinvest 

much of the cash received into stocks, pushing up their value, as well as other assets. The Fed is threatening to 

stop buying securities through a “tapering” of its bond-buying program in March 2022. Time will tell if the Fed 

is serious.  

 

 

 



Strategy and Insight for the Commercial Real Estate Industry 

 

Page | 15  
For a Subscription to this letter see 
www.paramountcapitalcorp.com 

Copyright © Paramount Capital Corporation 2022 

 

 

 

 

 

 

 

 

 

 

 



Strategy and Insight for the Commercial Real Estate Industry 

 

Page | 16  
For a Subscription to this letter see 
www.paramountcapitalcorp.com 

Copyright © Paramount Capital Corporation 2022 

REIT Return Statistics 

Current REIT statistics for 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 were one of the best-performing asset classes in 

2021. 

 

 

Period All 

REITs 

All Equity 

REITs 

NCREIF 

NPI 

Levered 

Index  

(2021) 

S&P 500 NASDAQ 

Composite 

2021   39.88% 41.30% 17.69% 28.71% 22.18% 

1-Year 39.88% 41.30% 17.69% 28.71% 22.18% 

5-Year 12.06% 12.46% 7.76% 18.47% 24.97% 

10-Year 12.03% 12.22% 9.37% 16.55% 20.96% 

20-Year 10.77% 11.21% 8.75% 9.52% 10.97% 

Market 

Capitalization $1.74T $1.65T $834B NA NA 

Dividend 

Yield 2.85% 2.59% NA 1.20% NA 
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REIT Review 

Summary 
This REIT valuation is on Healthcare Trust of America, Inc., (“HTA”), a publicly-traded REIT that is engaged 

in the ownership, management, leasing, asset management and development of medical office buildings. HTA 

owns or has interests in 471 medical office properties with 25.6 million square feet and located throughout the 

U.S.  

 
Property Information 
As of Q3-21, the occupancy rate was 88% and the net operating income increased by 2.5% YoY. The three 

largest tenants include Baylor Scott & White Health (4.1% of annual base rent), HCA Healthcare (3.4% of 

annual base rent) and Highmark-Allegheny Health Network (3.1% of annual base rent) 

 
Corporate Data                           

HTA is traded on the NYSE, is incorporated in Maryland, and is located in Scottsdale, AZ. HTA has 220.8 

million common shares outstanding and a market capitalization of approximately $6.9 billion. HTA is the 

general partner and controls its UpReit partnership, HTALP, with a 97.9% interest. HTAs credit rating is Baa2 

by Moody’s, and BBB by Standard and Poor’s.  

 

Developments 
As of Q3-21, HTA had three buildings under development with a total of 191,000 square feet and a total cost of 

$33.8 million of which $32.1 million has been incurred to date.  

 
Management 

Peter Foss, 77, President and CEO  

Peter Foss has served as an independent director of the Company since April 2015. He provides the Company 

strong leadership skills through significant experience in customer relationships and stakeholder and employee 

engagement. He is a 35-year veteran of General Electric Company (“GE”) where he was President of GE’s 

Olympic Sponsorship and Corporate Accounts from 2003 until his retirement in February 2013. In addition, Mr. 

Foss directed the Corporate Sales Program at GE. Mr. Foss was rehired by GE in November 2013 to serve as 

the leader of the GE/NFL Brain Research Program. Prior to his most recent positions, he served for six years as 

the President of GE Polymerland, a commercial organization representing GE Plastics in the global 

marketplace. Prior to GE Polymerland, Mr. Foss served in various commercial roles with GE, including 

introducing LEXAN® film in the 1970s, and was the Market Development Manager on the ULTEM® 

introduction team in 1982. He has also served as the Regional General Manager for four of the GE Plastics 
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regions, including leading the GE Plastics effort in Mexico in the mid-1990s. Mr. Foss serves on the board of 

Savista, a private company. Mr. Foss previously served on the board of directors of First Horizon National 

Corporation, Capital Bank Corp., Green Bankshares and TIB Financial Corp. 

 

Ownership 
Top Institutional Holders Shares (000’s) % 

Vanguard Group, Inc.  31,305 14.18 

Cohen & Steers, Inc.  25,611 11.60 

Blackrock, Inc.  15,625 7.08 

APG Asset Management US, Inc. 12,615 5.71 

Principal Financial Group, Inc.  11,684 5.29 

 

Ownership Breakdown 

% Of Shares Held by All Insiders and 5% Owners .45 

% Of Shares Held by Institutional & Mutual Fund Owners 101.55 

Number of Institutions Holding Shares 489 

All amounts above per Yahoo Finance 

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

(In millions where applicable) 

Financial Data Amounts 

Real Estate Assets, Gross  $7,861 

Total Assets $6,775 

Property Debt (at a weighted average interest rate of %) $3,079 

Stockholders’ Equity $3,199 

Revenue  $571 
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Net Income (Loss) $81 

Cash Flow from Operations $271 

Unsecured Credit Facility ($1.3B with $50M used) $1,250 

Market Capitalization $6,900 

Property Debt to:  

     Gross Real Estate Assets           39% 

     Market Capitalization 44% 

     Enterprise Value 30% 

Dividend and Yield ($1.30/sh.) 4.14% 

Shares Sold Short (in millions per Yahoo Finance) 5,270 

 

Valuation Methodology  

Q3-21 Real Estate Revenue  $571 

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

expense, impairment charges and plus G&A expenses) 207 

Q3-21 Net Operating Income  $364 

Annualized Proforma Net Operating Income at 102% $495 

Projected Average Cap Rate  6.0% 

Projected Value of Real Estate Assets $8,251 

Add: Net Operating Working Capital (at book value) 102 

         Investment in Joint Ventures (at book value) 63 

         Construction in Progress (at book value) 28 
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Total Projected Value of the Assets of the Company $8,444 

Less: Total Debt Per Above   (3,079) 

Projected Net Asset Value of the Company $5,365 

Common Shares Outstanding, 220.8M common shares   

Projected NAV Per Share $24 

Market Price Per Share on 2/15/22 $31 

Premium (Discount) to NAV       29% 

 
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 HTA 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 $4,320 $6,969 $6,873 $7,493 $7,812 $7,861 

Property Debt $1,768 $2,781 $2,541 $2,749 $3,026 $3,079 

Revenues $440 $613 $696 $692 $738 $571 

Net Income (Loss) $45 $63 $213 $30 $52 $81 

Funds from Operations (FFO) $218 $284 $340 $344 $379 $293 

Return on Invested Capital (1) 7.13% 6.38% 7.45% 7.05% 7.68% NA 

Dividend Coverage (2) 1.31 1.34 1.32 1.30 1.35 1.37 

Dividends Paid Per Share $.89 $1.205 $1.225 $1.245 $1.265 $1.30(3) 
 

(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. 
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(3) The dividend is currently $.325 per quarter. 

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

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

 13.80% 27.00% 14.44% 7.27% 

 

As shown above, our net asset value per share for HTA is $24/sh., compared to a market price of $31/sh. 

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

Survey are in the 5.0% to 7.0% range, depending on the location, tenancy, and condition. We have used an 

average cap rate of 6.0% due to HTA’s solid portfolio of medical office assets.  

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

 

Strengths: 

 A diversified portfolio of medical office assets. 

 A low debt to enterprise value of 30%. 

 The dividend has increased 46% since 2016. 

 An attractive dividend yield of 4.14%. 

 

Concerns: 

 REIT prices will decline if interest rates increase. 

 The stock is valued at a 29% premium to our NAV per share.  

 

Recommendation: 

HTA has a quality diversified portfolio of Class A&B medical office assets; however, we are not recommending 

the purchase of the stock, due to its high price.  

 

A five-year price chart for HTA 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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