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The Micro/Macro Effects of the Credit

Crunch in Commercial Real Estate
E.'F Joel Aho Senior Associate, OBrien Commercial Properties, Inc

The past year has been one o fthe most remadabls years in this
millenninm of ovr country in several respects. One canteibutor to this
hdstork natwre bos been the Bimed “credit cranch™ In spite of all the
resonrces and time thathas been dedicated to reporting the resulis and natae of this
credit crunch to everyday Americans, thoagh, it sems that most people do not pealby
understand the credit crunch as it melates to commerclal real estate.

In the commercial sector, large national banks have long utlized the process of
selling the beans they generate on the secondary market. The recent “credit cnanch™
in the commencial loan industry describes how this sscondary market has dried up
lately, which has themfome meduced these banks' ability to odginate new loans
Mortgage Credit Crimch? by Michoe Sullivan and other aach articles explain

this process and the current results in more detsll.

Although most would agres that the effects of the sscondary credit crunch have cansed
everybody in the commercial lending industry to become mors cautbous in thedr leanding
practices, the community banks that generate most of their cash fiom deposits have not
besn affacted in the same way foom these recent everts that the karge banks hawe and
theefivme have not had to alter their lending practices as mach. As Chiis Branell at
hlddlesen Savings Bank sald mecenthy,

“the markat & ereaving comumnai vy s bawks very well Thiz & noe beamise dememed iz s,

bt becawse oot of the berger lenders hinve pailled Beack from: the skt some af feem comshderahly:
Most o th e commmmity-Besed lenders have mot chimgecd their lewding semcknds mud that inchides
Middlesex Sreimgs Bemk W sl offer rerm aud amortizations owt to 25 pears awmd loen-to-wlues
i o BO% for owner ocowpled properties. Taterest nes are et o e percehved ris kafa remsaodon
Bctors bachade LTV, indhsery, coshffow and strengih of grarmsioc”

A far as current rates, Brunell adds,

“imterest rafes o be indexed For econple a five-pecr inme sy be basad spow the Raderal Home
Lo Bank of Bostow's 520 Amortizing Acfwonce Rare plws a spread of gypicafly 200.250 basis poins,
depending on the risk o tors menvoned above”

To summarizs, the cedit counch is eal and historbc, bat it is important to understand
who and what it affects In general, it would be acoarate to sxy that it is more diffcult
1o acquire financing, whether it be aline of credit or property loan, today than it was
senveral years ago To that end, thowugh, if yoa can mest the criteda referenced above,
‘which has been a pretty standard Fine for some time now, then the*credit cnach™
shonld not prevent you from completing your company objectives if property
acquisition i in your plans.

Real Estate Trivia

1. MUSIC: Bono exclalms “No spece o rent In this town”
In the lyrice of whish U2 song?

a) Beautivui Day ) Where the Strests Have No Name
b With or Withowi You o) One
&) 1 St Haven't Found What I'm Looking For

2 LAMD: How many squars feet are In one acre?
a) 214150285 ) 40,000
bj 5280 d) 43,580

1. MAREKET STATS: What I the currant avVerage offce vacancy rate for
Boston's Route 128 and Routs 495 markets?
a) ™% €) 16%
b) 12% d) 21%

4 INDUSTRY: What town, city o reglon s now conekdered the wordwids
center for blomedleal eesarch and MED[H'HE'HT?
a) Sllieon Valley ) Londan, WK
L) Genews, Switzerland  d) Mew York, NY

&) 91,200

&) 20%

&) Greater Boston, MA

Log ento hitp: fobriencommerclal.comtestanswers.hitml to see the results.
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I-495 Features High Quality
Wet Lab Space at Bargain Rents

By: Eric O"Brien President O'Brien Commercial Properties, Iuc
Some of the more practical bio-medicalfbiotech tenants and medical
device mamifacturers nesed not look at high-priced space in bio-tech
canters located in cites like Cambridge and Worcester The same
gpace can be leased on oute 455 at a fraction of the cost. Carmenthy, the average pub-
lishesd rental rate for rpace contalning un-qualifisd *lab space’’ located in the Bastern
Massachusetts market, is 520 per squame foot. Fents ae typically quoted on a tiple net
beasis, which could mean $5-10 per squade fisot in additional real estate taes and oper-
ating mpenses.

O the contrary high-quality lab space in the Metro West aea on Route 455, with
fume hioods, custom bench and case work, clean rooms, and Bboratory phambing
anil features, can be leased for less than $15 per square foot with toes and operating
costs sometimes coming in at under $5 per square foot

«=» the central region of Route 495... will be the highest growth
center in the commomwealth in the coming decade.

Hopkinton, Massachusetts, home of Stryker Bio Tech, Caliper life Sdence, Lonza
bioTherapeatics, Arteriocyte, Thrasos Therapeutics, Chromacewtical Advanced
Technology, Alseres Pharmaceuticals, and Hy® Cor poration, just to name a fiw,

1 ome anbque market that has attracted lab, reseanch, bio tech, and bio-medical or
medical device compandes. These compandes are quietly operating outside of
high-priced biotech research parks and saving a bundle of money. This undque
saburban market offers some great benefits, induding ease of commmate from wealtbry
bedmoom communities and kbor rich aress, comenience of parking, a more affordable
employes bass, and often excellant corporate identity and street wisibility.

It is predicted by some that the cantral regon of Route 495 (from Route 9 to the
Route 117 interchange) will be the highest growth center in the commomsealth in
the coming decade. With affordable facility space like this, it is likely that there will be
a trend of companies moving to nevw, moe affordable facilities in places such as
Liwwell, Marbom, and Hopkinton this year.

O’Brien Commercial Properties

Celebrates Ten Year Anniversary

In late December of 1998, Eric and Kristen o' Brian

founded O Brien Commercial Properties and set up offices
at 5 Mount Royal Ave in Mardboro. The Company soon began birng and expanded into
larger quarters in the building developing both s management and brokenge divisions
In 20603, the company elocated to the 495 Business Center at Routes 495 and 1-290.
CeBrien repositionad the property and sold the excess space as office condominiums.
CeBrien retaned space, caompleted axtensive renevations, and is still headquartersd
at this Locaticn today, specializing in sales and leasing of office, industrial, and
imvastment properties in eastern and central Massachusetis

Bret O'Brien Awarded broker of the Year

Bret O Brien, Vice President of OFBrien Commercial Propertiss,
Ini., has earned the wortby title of “Broker of the Year™,

In 200, Bret brokened and dosed 24 commercil real astate sale
and lease transactions- an average of one deal every two wesks.
Eiret is a seven-year veteran in the industrnl real estate business,
a graduate of Cormell University, and Gther of three. Bret resides
in Harvard, Massachusetis and specializes m the selling and
leasing of commercial industrial and imestment properties

in the Rowte 495 and Mass Pike markets.
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