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Developers built some 40,000 units of
senior housing in the country’s largest
markets in 2006, according to the 

American Seniors Housing Association, and are
expected to increase such construction projects as
the current decade ends. These savvy developers
are responding to favorable demographics: The
U.S. Census Bureau projects that, by 2030,
almost one out of every five Americans (some 
72 million people) will be 65 or older.

But as baby boomers get into their senior years,
they’re seeking housing options that are a far cry
from the basic, often depressing senior complexes
of the past. This generation wants resort-type
amenities, access to cultural and recreational
activities, and gourmet food, among other things.

“LUXURY” IS THE WORD
Studio apartments and tiny one-bedroom units
are out. Open floor plans, “exhibition kitchens”
(where guests can watch chefs at work), walk-in
closets, roofed patios and wireless Internet con-
nections are in. Senior housing experts report 
that larger units are selling or renting out first 
in projects these days.

As a result of this demand, more and more 
luxury senior housing complexes are sprouting 
up across the country. In fact, many of the cur-
rent senior-housing developments are catering 
to high-net-worth boomers. Take, for example,

the Peachtree Hills Place in Atlanta, Ga., a 
274-unit continuing-care retirement community
slated to open in 2009. It will feature four on-site
restaurants operated by a gourmet chef, retail
shops, a luxury spa and a fitness center. Or con-
sider the Edgemere retirement community in
Dallas. It’s designed to re-create a Tuscan village,
with earth-tone tile and stucco in the spacious
kitchens, baths and dens. 

Then there are the senior housing complexes 
Hyatt is building. The resort giant has put its 
experience to work to create “Classic Residence”
senior developments in Arizona, California, 
Colorado and Texas. Entry fees for seniors hoping
to live in these continuing-care communities —
which are hard to distinguish from luxury 
resorts — run as high as $4 million. The more 
typical entry fee range for senior units elsewhere 
is from $200,000 to $1 million.

INVESTMENTS ARE KEEPING PACE
Investors have also recognized the appeal of 
senior housing, putting more than $30 billion
into the segment in the last two years, according
to the National Real Estate Investor. In 2007,
occupancy rates and yields were high, and cap
rates were low. Returns on stabilized property 
can run 20% or more.

Some cooling is expected related to the overall
housing slump. But, over the long term, the
growing senior population’s expanding need 
for housing — particularly in larger cities — is
undeniable. Key areas with the fastest growing
senior populations include Austin, Chicago, 
Dallas, Los Angeles and New York.

A BROADER MARKET
The upscale trend in senior housing gives both
developers and investors a much broader market
to pursue, because it’s enticing younger baby
boomers to crack open their nest eggs sooner in
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pursuit of resort-style living. A recent survey 
of 55+ residents by the National Investment 
Center for the Seniors Housing & Care Industry
reported encouraging news:

9 Awareness of senior housing options has
increased, from 56% of seniors in 1998 to
70% currently.

9 Some 37% of seniors now prefer 
age-qualified housing vs. 18% a decade ago. 

9 The number of seniors living in 
age-qualified housing has climbed to 
12% from 7% in 1998.

Clearly, the senior housing niche poses tremen-
dous potential as baby boomers settle into their
golden years. 

OUTLOOK IS ROSY
It’s hard to dismiss the facts: This first wave of
baby boomers is just hitting retirement. The
American Institute of Architects reports a 50%
increase in work by its members on senior hous-
ing from five years ago, and it expects the senior
niche to remain strong over the next decade.
Maybe it’s time to stake out your own claim in
the trend toward luxury senior housing. @
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ONLINE DEALS: THE WAVE OF THE FUTURE
Like every other type of investor, commercial real estate
buyers and sellers are doing more business online
these days. Transactions over the Web range from the
virtual “matchmaking” of buyers and sellers to the
actual deal-making process using secure deal rooms.

Online technology can streamline the commercial 
real estate deal process for both buyer and seller, 
saving time and money. For the seller, the Web is a way
to reach many more prospective buyers, without the
cumbersome and costly process of mailing or faxing fact sheets, brochures and documents. 
And, using Internet-based functionality, sellers can even offer online tours. For buyers, the Web 
is a way to target and peruse specific investment prospects from an unlimited array of sources. 

San Francisco-based Loopnet (www.loopnet.com), for instance, offers a search tool called
“Prospect List” for brokers to zero in on specific customers. Loopnet, which terms itself “the eBay
of Commercial Real Estate,” also sends out e-mail alerts to keep buyers and sellers connected. 

And Carlsbad, Calif.-based Real Capital Markets, which specializes in deals of $10-million plus,
promotes itself as a third-party independent in the deal process. It takes a seller’s property 
information and creates a “mini-Web site” with “digital curb appeal.” It then broadcasts the 
offering to a select set of prospective buyers from a screened database of qualified principals —
per-transaction services range from $3,500 to $4,500.

Once buyers and sellers are matched, online services and tools (such as Web-accessible legal
memoranda) can speed up the exchange of property information and documentation. Once
prospective qualified buyers respond to an initial property “teaser” online, they can receive via 
e-mail a confidentiality agreement and an online link to a virtual document room of detailed
property information — so-called “war rooms.”

Online services are revolutionizing the art of the real estate deal. But parties still need to make sure
they do proper due diligence. And, yes, establishing positive face-to-face relationships between 
parties, as well as undertaking actual property tours, is still essential to the successful deal.
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More investors and developers are viewing
aging mall properties not for what they
are, but for what they could become —

vibrant mixed-use facilities. Large traditional 
mall owners and smaller commercial developers
alike are revamping these underused sites by
adding stories and square footage to accommo-
date residential condominiums, offices, retail 
and entertainment. 

In fact, the International Council of Shopping
Centers (ICSC) singled out shopping center
adaptive re-use as one of the biggest retail indus-
try trends of 2007. For example, Indianapolis-
based Simon Property Group, the largest retail
property owner in the United States, had 
some 38 million square feet of retail property
undergoing redevelopment or expansion in 
2007. CEO David Simon noted that it was 
the “largest redevelopment pipeline” in the 
history of the company.

TRACKING THE TREND 
The trend — which reverses a decline in shopping
center renovations between 2001 and 2006,
according to the ICSC — is being propelled 
by a few factors. For one thing, vacant land 
in desirable commercial locations is becoming
scarce and more expensive. 

Moreover, there’s an abundance of aging mall and
shopping center properties, and owners can no
longer afford to waste valuable commercial space
on the oversized parking lots and single-story
structures of old. It should be noted that,

although the slumping condo market has dulled
enthusiasm for some mixed-use projects in the
short term, the outlook is good for appreciation
growth on aging mall properties that have poten-
tial for conversion to mixed-use. 

Many of today’s community leaders are seeking to
create live-work-play environments. This vision 
of a greener, more compact community is driven
not just by a desire to help the environment, but
also by a desire to reduce “spending sprawl.”
Communities are trying to capture the value of
the resident’s expendable dollars; to do so they
need to create venues that provide shopping, ser-
vices and entertainment within the community.
So mixed-use centers that seek to replicate a
small-town village flavor and include condomini-
ums can accommodate these plans. 

Revitalizing mall properties often improves the
community, enhances the viability of the retail
area and bolsters the tax base. In addition, they’re
often attractive to homebuyers in the professional
bracket or the mobile elderly bracket.

De-malling the mall

Communities are trying to

capture the value of the 

resident’s expendable dollars;

to do so they need to create

venues that provide shopping,

services and entertainment

within the community.



Real estate investors in the United States 
are pursuing deals overseas like never before.
Between 2000 and 2006, U.S. investments

in European properties increased fourfold to 
$20 billion, according to GlobeSt.com, a Web site
dedicated to breaking real estate news. Americans
are making similar forays into China, India, Japan
and Latin America.

What’s driving U.S. investors to buy apartment
buildings, shopping centers and industrial 
parks in Brazil, Germany or Thailand? Better
opportunities for high returns and diversity 
are, not surprisingly, at the top of the list. But
before you invest, you also should consider the
risks of overseas real estate investments.

ASSESS THE BENEFITS 
With the current housing slump and credit crunch
posing a drag in domestic markets, buying real

An overview of overseas 
investment opportunities

MORE REASONS FOR REDEVELOPMENT 
For investors and developers, there are additional
advantages to redeveloping an existing mall 
property rather than developing a “greenfield”
site. For example:

9 The timeframe involved in getting approvals
for redevelopment tends to be shorter not
only because municipal officials generally
are more amenable to revamping existing
malls than to approving construction for
new ones that would use up scarce open
space, but also because such sites are already
zoned for retail.

9 Renovating existing facilities can help 
ease construction costs, which have been
climbing sharply.

9 Because the sites are already developed,
there’s less risk of running into unforeseen
construction barriers and environmental
roadblocks. 

Another advantage is that owners may still be 
able to draw revenue from existing tenants while

construction is taking place. If the tenant is a
quality one, they also may be able to secure 
preleasing for the commercial space, making
financing of the project much easier.

MAKING A TRANSITION
If you’re an investor looking to expand your 
portfolio, redeveloping mall properties can be a
great way to transition into the world of complex
property structures. It’s highly likely that you’re
aware of local neighborhood shopping centers
that are up for grabs at a decent price. 

And, if you do a good search, you may be able 
to find properties that already have a national
chain as a long-term tenant, which offers you 
a stable income stream for the property as is.

GOING FORWARD
Shopping centers in growing population areas 
are expected to be in greater demand for
makeovers as the market for mixed-use centers
continues to grow. So staking your claim now
may be a good move. @

5



6

estate abroad can pro-
vide that all-important
diversification to your
real estate holdings, as
well as to your overall
investment portfolio. 
A dip in prices in 
U.S. stocks is unlikely
to have significant
impact on property
holdings halfway 
around the world. 

Currently, strong 
economic growth 
worldwide — 
particularly in China
and other parts of 
Asia — poses an 
opportunity for
increases in real estate
values. U.S. investors are getting in on the ground
floor of burgeoning development in India and 
former Eastern Bloc countries, such as Bulgaria 
and Romania. Investors have garnered high 
returns in Europe, as well, in the last few years. 
For example, many have taken advantage of the
increased demand for office property in Germany
fueled by accelerated growth in its economy. 

And there are additional reasons why you should
consider investing in overseas real estate. For
example, changes in laws and cultural attitudes
are making overseas investment easier; there’s 
an abundance of investment in search of favorable
returns; and commercial real estate is now consid-
ered a viable asset class, recognized by a wide 
participation of institutional investors.

SIZE UP THE RISKS
Before you cast your investment dollars into over-
seas real estate, realize that there are some risks: 

9 Fluctuations in the value of the dollar 
overseas can have far-reaching effects on
your foreign real estate investment — a
weaker dollar makes such property more
expensive; increased dollar strength can
erode property values.

9 Cultural and legal differences can make for-
eign real estate markets difficult to understand,
leaving you open to being overly aggressive or
unrealistic in your investment strategies. 

9 A weakening economy or political instability
in the country where you own assets can
threaten your investment.

9 The potential logistical problems of buying
properties in foreign countries with varying
regulations can be significant.

Moreover, capitalization rates, which once varied
widely overseas and motivated some investors 
to buy in places where double-digit rates offered
better returns, are becoming increasingly homoge-
nized in the global real estate climate. A study by
RREEF Research found that the movement of
large amounts of capital into the international real
estate market has compressed cap rates worldwide
into a narrow zone of 5% to 6%. 

GET THE FACTS FIRST
Fortunately, there’s a growing array of resources
and investment vehicles for those who want to 
try their hand at overseas ownership. And your
real estate advisor can help you get the facts on
property taxes, insurance, transfer fees, foreign
exchange issues and income taxes before you
invest a single penny. 

Is overseas investment in real estate for you? 
Perhaps. But, think of the other potential perks:
Besides opening up a new set of opportunities in
countries with rapidly growing real estate markets,
investing in an Italian villa or beachfront condo in
Mexico can also offer a great vacation option. @

3 OVERSEAS INVESTMENT OPTIONS
Want to invest, but not sure how to do it? Consider one of these options:

1. Individual ownership. If you want all the profit potential and don’t
mind shouldering all the risk, consider using a third-party real estate firm
to match your requirements to potential properties. They also provide
access to property management services. 

2. Mutual funds. If you want to spread your risk across multiple countries
and different types of property, consider investing in a foreign real estate
mutual fund. You won’t have to worry about costs or upkeep, and you
can participate in the fund with as little as a $1,000 minimum. 

3. Foreign REITs. REITs give you access to particular types of property in
given markets, such as retail in Singapore or residential in London. Foreign
REITs require a foreign brokerage account or can be accessed through 
U.S. brokers who do overseas exchanges. Such investments are vulnerable
to fluctuations in the dollar value as well as in the REIT’s stock prices.



One of the hottest prospects in the real
estate world is the private real estate
investment trust (REIT). These largely

unheard-of real estate funds invest in all types of
commercial properties, from office buildings to
apartments to malls. Their shares don’t trade on
any exchange, making private REITs different 
animals from public REITs. 

As the current housing slump continues to weigh
heavily on publicly traded REITs, the private 
variety presents a more stable investment option.
But they have drawbacks as well, so they’re not
for everybody.

HOW DO PRIVATE AND 
PUBLIC REITs DIFFER?
Private REITs — which first became available 
in 2000 — are offered through private financial
planners, advisors and brokers and tend to 
provide a higher dividend than public REITs.
Because they’re available to retail investors only
through separately managed accounts, private
REITs are generally affordable only to investors
with deep pockets. 

The biggest advantage to private REITs is that
they provide more stable cash flow and net asset
valuations (NAVs) than their public cousins,
because they’re immune to the ups and downs of
the stock market. In fact, private REITs typically
have a constant share price — usually $10 a 
share. Their NAV is priced once every quarter,
compared to the daily pricing of public REITs. 

With private REITs, investment property is 
held for a set amount of time — usually seven to
14 years — and then liquidated or taken public.
The proceeds (generally ranging from 5% to 7%)
are then distributed to investors. In the interim,
investors typically receive annual dividends of
about 7% to 8%. 

The investment funds are sold through offerings
and then closed to new investors. That means

companies are starting new private REITs on a
regular basis. 

WHAT ARE THE DRAWBACKS?
One drawback is that private REITs lack liquid-
ity. You can’t just decide to sell off your shares
before the allotted timeframe. Private REITs 
typically require investors to hold shares for 
at least a year. And if you redeem your shares
before several years have elapsed, they probably
will be subject to a discount from their original
purchase price. 

Another drawback is that private REITs carry
high initial fees, most of which go toward 
commissions, detracting from the dollars that 
go into the actual investments. 

MAKING THE NUMBERS WORK FOR YOU
The popularity of private REITs is growing. In
fact, investments in these types of REITs are
expected to surpass $10 billion in 2007, up 
from $7 billion in 2003 and $2 billion in 2001,
according to the Investment Program Association. 

But are they for you? The best way to find out 
is to thoroughly study the prospectus for any 
such funds you consider, review all costs and 
distribution practices and determine how they
will play out before committing to this long-term
investment option. @

What do I need to know about private REITs?

This publication is distributed with the understanding that the author, publisher and distributor are not rendering legal, accounting or other professional advice or opinions on 
specific facts or matters, and, accordingly, assume no liability whatsoever in connection with its use. ©2008 REAma08
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