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REITs bypass
credit crisis

NATALIE KOSTELNI
STAFFWRITER

New hotels, office buildings and other con-
struction projects across the region will con-
tinue to be built despite the credit crisis —
though some projects may be shelved because
of challenges lining up financing.

Two factors helping to shelter the region’s
current pipeline of construction activity is that
real estate investment trusts dominate the com-
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mercial market and two of the region’s
largest sectors — education and medicine
— continue to thrive, That doesn’t mean
they are immune to the turmoil surround-
ing roiling credit markets and financial in-
stitutions.

“A tightening credit market makes it
more difficult and more expensive for hos-
pitals to borrow the money they need to
stay current with technology and equip-
ment, update their physical plants, and
carry out planned renovation, expansion
and new construction,” said Priscilla Kout-
souradis, communications director for the
Delaware Valley Healthcare Council.

The DVHC is in the middle of surveying
its members on building plans. Koutsoura-
dis said about 60 percent of the region’s
hospitals have responded: “Virtually all of
them have construction, renovation or ex-
pansion projects going on.”

Koutsouradis said for fiscal 2008 and
2009, the responding hospitals have esti-
mated their spending on those projects
will top $1.9 billion.

Those plans could change or be delayed,
she said, because of difficulties hospitals
have already started to experience in try-
ing to obtain favorable rates for long-term
tax-exempt hospital bond financings.

“It's extremely difficult, not having any
kind of a crystal ball at this point, to know
what the impact will be,” Koutsouradis
said. “Right now there is a wait-and-see at-
titude.”

Real estate investment trusts (REITs)
are well-capitalized with substantial lines
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of credit they tap to proceed with projects.
“We don't utilize construction loans,” said
Jeanne Leonard, spokeswoman at Liberty
Property Trust, a Malvern REIT that
builds office and industrial properties.

In essence, local REITS, such as Liberty,
Brandywine Realty Trust and Pennsylva-
nia Real Estate Investment Trust, can —
for a time — skirt around the current
credit crunch and tighter lending stan-
dards to fund office, industrial or retail de-
velopments.

For Brandywine, there’s been no impact
from the meltdown on any of its projects,
Jerry Sweeney, president and CEO, said in
an e-mail. The Radnor company broke
ground last fall on Cira Centre South, an
S800 million complex in University City.

Other REITs not based here, such as

HRPT Properties Trust and Thomas Prop-
erties Group, also have strong presence in
the suburban and Center City real estate
market.

“They are designed for times like these,”
said M. Walter D’Alessio, vice chairman of
NorthMarq Capital, a real estate invest-
ment banking firm and member of
Brandywine and PREIT’s boards. “They
are low leverage companies by virtue.”

For some private developers, such as
those building shopping centers, the shaky
retail climate and lending environment
will make building new stores difficult.

“For [shopping center] developers, your
relationship with a bank as a borrower is
probably out the window,” said Steven H.
Gartner, president of Metro Commercial
Real Estate Inc. “A lot of developers had

relationships with
Lehman Brothers.
Now you ring that
door bell and no one
answers.”

To fill a void in lend-
ing, some developers
have turned to alterna-
tive sources of fund-
ing. The Reinvestment
Fund (TRF) in Phila-
delphia made a record
amount of loans total-
ing $170 million be-
tween July 2007, when
the credit crisis began,
and this past July. The
Reinvestment Fund
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