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A Word From Our Chairman
This past month we commemorated the 20th anniversary of the horrific
and tragic events of the September 11th attack on the United States. It
gave me great pause to reflect back over the last 20 years. Ten days
after the attack my wife Rosemary and I got on a plane and flew to
Tahiti to board the Paul Gauguin cruise ship for a two week cruise. We
were celebrating our 18th wedding anniversary. This month we will
celebrate our 38th anniversary with six kids - five married and one
engaged – plus 10 grandchildren, and more to come.
But in the back of my mind I was thinking, once we get back, what are we facing, more
terrorist's attacks? A country just off the heels of a tech "market crash" affectionately called
the "Dot Bomb" market? Our country was in a state of crisis. Real estate experts were very
sour about the future of the commercial real estate market, the fear of high-rise office
buildings, the contraction of technology space and the concern of future terrorist attacks on
our large public places where people congregated.
Being always the optimist and having faith in our country, our economy, and our citizens of
the most powerful country both in military strength and economic horsepower - and
combined with an amazingly talented and most educated people ever to exist on this planet
- our country and firm forged on. Sperry Equities, and now Sperry Commercial Global
Affiliates, as our brokerage firm is known today, continued to expand and grow. With a
Sperry Equities real estate portfolio of more than one billion dollars, in addition to a
national and now international presence with 57 affiliate brokerage locations, we keep
growing and expanding into new markets.
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Sperry is now a household name in the commercial real estate world and continues to flourish. Our country, which is now the tech
international giant, has a stock market index that has tripled since 2001 and remains the strongest economy to ever exist on this
planet (despite a worldwide pandemic) and continues to grow exponentially. Don't get me wrong, the U.S. has had many
challenges throughout this 20-year ride, but we always bounce back even greater than before. In fact, if you look at the entire
history of this country, The American Revolution, Civil War, War of 1812, WWI, The Great Depression, WWII, the Korean and
Vietnam Wars, 20% Interest Rates, DOT Bomb, The Great Recession, and The Global Pandemic, it has always been the case that,
we bounce back even stronger.
The United States is the wealthiest and most benevolent country to ever exist, with foreign aid
contributions that are more than 50% of all global funds supporting other countries. So, whether
you are a real estate investor buying and selling, or a commercial real estate broker looking to
open a franchise to expand your platform, now is the time to make your move. You don't want to
look back in 20 years and say, "I missed the boat" or better put, "the opportunity of a lifetime".
Local Reach on a Global Scale

1

NO END IN SIGHT FOR
INDUSTRIAL DEMAND GROWTH
by: PAUL FIORILLA
DIRECTOR OF RESEARCH
YARDI MATRIX

Industrial real estate has been arguably the
hottest commercial real estate property type over
the last decade, fueled by the growth in ecommerce and the need for high-tech logistics
centers. That has led to unprecedented supply,
reduced vacancy rates, rapidly increasing rents
and soaring property values.
The exceptional growth raises concerns that the
segment is in a bubble that could pop. To gauge
whether demand is sustainable, Yardi Matrix
looked at the economic factors that produce a
desire for industrial space.
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The study examined the macroeconomic variables
that historically have correlated with absorption
and supply of industrial space. Those factors—
including retail sales, housing starts and personal
income—are projected to continue growing
robustly through the middle of the decade. Given
the strong historical correlation, we believe that
demand for industrial space will continue
unabated for at least several more years.

•

Industrial Market

•

September 2021

•

Matrix Research

•

August 2021

•

Metro Reports

•

July 2021

•

Multifamily Market

•

June 2021

•

National Reports

•

May 2021

•

News

•

April 2021

•

Office Market

•

March 2021

•

Podcasts

•

February 2021

Our forecast calls for a 2.0% to 2.3% annual
increase in total stock over the next five years,
which would generate between 350 million and
370 million square feet of new industrial space
each year through 2026, a total of 1.8 billion
square feet. That follows the more than 290
million square feet of industrial space that has
been delivered annually over the last three years,
peaking at 306 million square feet in 2020. All
that development, however, may not meet the
demand for industrial space.
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No End in Sight for Industrial Demand Growth

handle and store those goods as they move from
producer to end user.

E-COMMERCE, RETAIL DRIVE GROWTH

METRO-LEVEL GROWTH

Industrial demand growth has many causes, first
and foremost the e-commerce revolution. Online
sales have risen rapidly over the last two decades,
reaching a quarterly record of $222 billion, or
13.3% of all retail sales, in the second quarter of
2021, according to the U.S. Census Bureau. That’s
up from $39.2 billion, or 4.2% of all retail sales, in
1Q10, and $5.7 billion, or 0.8% of all retail sales, in
1Q00, per the Census Bureau.

Robust demand for industrial space is a
nationwide phenomenon. By total square feet, the
development pipeline is concentrated in the
largest industrial markets, but smaller markets are
growing more rapidly as a percentage of stock.
That reflects both healthy demand for 3PL
properties for deliveries near gateway population
centers as well as the outsize growth of jobs and
population to regions in the Southeast and
Southwest that have a lower cost of living, less
congestion, access to parks and recreation, and
more favorable weather.

...cont'd from page 2

E-commerce has created a need for high-tech
logistics facilities that are close enough to
populated areas to ship products to consumers
within hours and have sufficient technical
amenities such as fast connectivity, high ceilings,
bays to accommodate delivery trucks, and
parking. These third-party logistics (3PL) facilities
increasingly use technologies like robotics and
artificial intelligence.
Since older industrial stock often lacks the
technical capacity for such logistics usage,
development of new space is necessary to
accommodate the growth of 3PLs. Other drivers
of industrial demand include manufacturing; food
and beverage (cold storage); automobiles, tires
and
parts;
as
well
as
the
building
materials/construction and medical industries.
To produce our forecast for industrial supply over
the next five years, we looked at various
economic metrics that have in the past correlated
with industrial growth. We found five economic
metrics—housing starts, retail and wholesale
inventories, retail sales (excluding auto and
gasoline), personal income, and weighted import
and export volumes—that were the most closely
correlated with historical growth in industrial
supply.
That these metrics related to demand for
Industrial space is largely a function of how much
the sector is sensitive to changes in economic
growth and consumer demand, which accounts
for about two-thirds of the U.S. economy.
Ultimately, the demand for physical goods
translates into the space required to physically

As of August 2021, 508 million square feet of
industrial space was under construction in the
U.S., according to CommercialEdge, with 191
million square feet, or 37.7%, concentrated in the
top 10 markets. Dallas (31.9 million square feet)
leads in the amount of space under construction,
followed by Chicago (27.7 million square feet),
Phoenix (25.0 million square feet), the Inland
Empire (21.5 million square feet) and Houston
(18.5 million square feet).
Only two of the top 10 metros in industrial space
under construction are also among the top 10 in
construction as a percentage of stock. The two in
the top 10 for both total supply and percentage
growth are Austin (13.1% of stock under
construction) and Phoenix (9.5% of stock under
construction). Metros that have the most
industrial space under construction as a
percentage of stock are primarily secondary and
tertiary markets, led by Amarillo, Texas (20.6%);
Lafayette-Lake Charles, La. (20.4%); Savannah,
Ga. (17.7%); and Jackson, Miss. (15.2%).
Read the full Matrix Bulletin-Industrial Demand
Paper-September 2021

Read the full Matrix Bulletin-Industrial Demand
Paper-September 2021
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TO FINANCE OR
NOT TO FINANCE
The Seller’s Dilemma
by: CHRIS SPRINGFIELD
SVP BUSINESS ACQUISITIONS & EXIT ADVISORY
SPERRYCGA – GRIFFIN PARTNERS

One of the most common scenarios in a business
transfer is for the seller to offer the buyer some
kind of financing option. Whether it’s term
financing or a seller earnout, offering a buyer the
ability to acquire your business at an amount that
might otherwise present a barrier to entry is a
powerful tool in your exit strategy. Both options
allow the buyer to enter the business with more
liquidity to add value or adapt the model to their
vision, and it gives them peace of mind knowing
that the seller has confidence the business will
perform as advertised. When you decide it’s time
to start thinking about an exit, keeping these
strategies in mind can be a vital part of a
successful disposition. But which one is right for
you?
SELLER EARNOUTS
Gary Miller, CEO of GEM Strategy Management
Inc. has this insight into the pros and cons of a
Seller Earnout:

“We are what we repeatedly do;
excellence, then,
is not an act but a habit”.
- Aristotle
“For a buyer, the advantages of using earnouts are
hard to challenge. By deferring payment(s) of a
portion of the purchase price and making it
conditioned on the achievement of certain
performance targets, the buyer is actually
transferring the risk of the uncertainty of future
revenues to the seller. For a buyer, this is the most
valuable benefit of an earnout, as it will only pay
for those potential revenues/earnings when they
are achieved. The frequency of payments and the
earnout period are determined by the purchase
agreement — usually paid on a quarterly,
semiannual or annual basis over a one to three year
time period.

“When you decide it’s time
to start thinking about an
exit, keeping these
strategies in mind....”
Another advantage for the buyer is to use the
earnout as a tool to protect itself against
misrepresentations or a breach of covenants by
the seller. If at some point during the earnout
period, the buyer makes a claim against the seller
for misrepresentations, breach of covenants or
other terms and conditions, the buyer may decide
(depending on the purchase and sale agreement)
to deduct the amount of its indemnity claim from
any earnout payments due to the seller.
The biggest disadvantage of earnouts is the risk of
post-transaction disputes. Typically, the disputes
center around the seller’s ability to achieve the
earnout performance targets. More often than not,
disputes arise when performance targets are not
met because the buyer (at the shareholder level)
makes certain management decisions that prevent
the acquired business from achieving its
performance targets.
...cont'd on page 5
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...cont'd from page 4

TERM FINANCING

To Refinance or Not to Refinance…

Structuring the earnout can be a serious challenge
as well. If the earnout is not tailored to or in
alignment with the uniqueness of the business’
operations, complications followed by disputes
can arise. Since each business operates differently,
even when operating in the same space, special
attention to operating details is required for a
successful earnout structure.
Although the risk of earnout disputes is difficult to
eliminate, earnouts work best when a seller-CEO
stays with the acquired company after the
transaction closes because: (1) a continuity of
management practices will be in place; (2) the risk
of disputes based on the seller’s lack of control
over the company’s operations is reduced and, (3)
the seller will be rewarded for his/her own
performance rather than for the performance of a
new management team brought in by the buyer.”

If you are more interested in being able to
completely step away from your business, you
might want to consider the advantages and
disadvantages of term financing.
ADVANTAGES FOR THE BUYER:
• Affordable payments can allow a new owner to
utilize cashflow to grow the business.
• Loan balances are more likely to be approved
for traditional financing after an established
period.
• Interest rates and origination costs are often
lower than SBA or bank financing.
• Sellers still have a stake in the success of the
business and will often make their expertise
and knowledge available to a buyer.
• Advantages for the Seller:
• Interest charged can lead to a higher
profit on the transaction.
• There can be substantial tax savings
over receiving one lump payment
• Much larger pool of buyers to market to.
• Often leads to a higher selling price.
• Significantly faster closing times.
Whether you choose an earnout or seller
financing it’s important to understand the
risk and rewards of both strategies. While
either option will greatly improve your
odds of a successful sale, they aren’t
without potential problems. SperryCGA –
Griffin Partners can’t tell you what is right
for your particular situation, but once you
make that decision our experts can guide
you through the rest to maximize your
selling price and ensure a smooth transfer.

“The four most dangerous
words in investing are,
it’s different this time”.
- Sir John Templeton

By Chris Springfield
SVP Business Acquisitions & Exit Advisory
SperryCGA – Griffin Partners
706.714.7678
chris.springfield@sperrycga.com
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FOR SALE

FOR SALE

$1,725,000

$4,200,000

400 CROWN POINT CIRCLE
GRASS VALLEY, CA 95945

7338-7340 NEW STREET
DOWNEY, CA 90241

WHISPERING PINES
BUSINESS PARK

NEO GARDENS

FOR SALE

FOR SALE

$2,295,000

$6,500,000

3001 25TH STREET
SAN FRANCISCO, CA 94110

920 US HIGHWAY 1
ROCKLEDGE, FL 32955

MISSION DISTRICT APTS.

ROCKLEDGE PLAZA

FOR SALE

FOR SALE

$3,000,000

$4,200,000

EAST JARVIS STREET
PERRIS, CA 92571

8455 NW GRAND AVENUE
PEORIA, AZ 85345

CITRUS ESTATES
5 ACRES - MF LAND

MIXED-USE OR MF
REDEVELOPMENT OPP.

FOR SALE

FOR SALE

$1,150,000

$7 - $16 PSF

10 CENTRAL AVENUE
GREENVILLE, SC 29601

601 E LOOP 281
LONGVIEW, TX 75605

±4,000 SF MIXED-USE

THE CROSSING
AT MAIN & MAIN

FOR SALE
$3,799,000
911 E. ATLANTIC BLVD.
POMPANO BEACH, FL 33064

911 BUILDING

FOR SALE
$1,775,000 $2,725,000
341-3413/15 ASBURY STREET
DALLAS, TX 75205

SMU RETAIL & MF UNITS
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CLOSED!

CLOSED!

$5,675,000

$2,650,000

7581 WARNER AVE
HUNTINGTON BEACH, CA

1771 S SATE ROAD 7
FORT LAUDERDALE, FL

DUKE APT. HOMES

THE BOAT CENTER

CLOSED!

CLOSED!

$1,200,000

$1,750,000

3297 W OAKLAND PK BLVD
OAKLAND PARK, FL

8110 W PEORIA AVENUE
PEORIA, AZ 85345

FREE STANDING BLDG

PEORIA TOWN CENTER

CLOSED!

CLOSED!

$2,000,000

$5,240,000

1464 EL CAMINO REAL
BELMONT, CA 94002

NORTH VERNON AVE &
RAMONA EXPRESSWAY
SAN JACINTO, CA 92583

LEASED RETAIL
BUILDING

±6,379 SF OFFICE BLDG.

CLOSED!

CLOSED!

$1,395,000

$5,235,000

3031 W NORTHERN AVENUE
PHOENIX, AZ 85051

6831 VINELAND AVENUE
N. HOLLYWOOD, CA 91605

DAYSPRINGS NORTHERN
OFFICE PARK

CAR DEALERSHIP

CLOSED!

CLOSED!

$1,150,000

$3,500,000

3052 DIXIE HIGHWAY NE
PALM BAY, FL 32905

2 WATER STREET
JACKSON, CA 95642

DIAMOND USED
AUTO PARTS

THE NATIONAL HOTEL

The Detroit Pistons, owned by another billionaire with
ties to the area, Tom Gores, followed. Soon there were
four major sports teams within a few blocks of each
other alongside Detroit’s Theatre District, said to be
the 2nd largest in the country, creating tremendous
vibrancy within the city!

SPOTLIGHT
ON:

Other billionaires and investors jumped on the
bandwagon.
The Ford Family purchased the old
Detroit train station and is creating an inclusive,
vibrant mobility innovation district. Detroit native
Stephen Ross, of New York’s Related Companies, is
working on a site for a high tech research University of
Michigan campus. Peter Cummings, son in law of
Detroit
philanthropist
Max
Fisher,
eventually
developed, purchased and renovated substantial
commercial real estate properties. This activity was the
catalyst that stimulated tremendous investment by
other local, national and international investors.

DETROIT, MICHIGAN
A CITY TRANSFORMED
by: R OB E R T PLISK A, C R E , C PA
PR E SID E NT | PROPE RTY INV E STME NT

COU NSE LORS

Staying power! A love for your city! Determination!
The world was in the Great Recession in 2007-2009

–

one of the worst economic declines in US history. In
Detroit, General Motors went bankrupt. Chrysler went
bankrupt. The city of Detroit went bankrupt. The
mayor of Detroit was sent to prison. Not a good time
anywhere - especially in Detroit!
Out of this devastation, Detroit emerged as a strong
survivor. It was fueled by local billionaires who had
strong ties to the city, and a dogged determination to
keep Detroit alive.
The city miraculously was
transformed from its potential demise.
Dan Gilbert, a local Detroit billionaire, had a strong love
for the city. He was the owner of Quicken Loans which
became the largest retail mortgage lender by volume
in the United States. In 2010, during a tremendous
economic downturn, Quicken moved its headquarters
and employees to downtown Detroit. Mr. Gilbert then
subsequently purchased over 100 commercial real
estate properties in downtown Detroit. He renovated
and then leased many of them to his own companies,
or those companies he did business with.
Mike Ilitch, another billionaire and owner of Little
Caesars Pizza, the Red Wings and the Tigers, was
always a zealous supporter and champion of Detroit.
He moved his company from the suburbs to downtown
Detroit. He encouraged the Detroit Lions, owned by
the Ford family, to return to downtown.

SperryCGA’s Detroit office, Property Investment
Counselors, is in Birmingham, a suburb just north of
Detroit. Birmingham, Michigan is in Oakland County,
now one of the wealthiest counties in the United
States. The county has over 1,000 foreign-owned
businesses from approximately 40 countries including
half of the Global Fortune 100 - companies primarily
related to the auto industry and technology. New
investment in many other sectors continue to emerge.
The county is also among the top American counties
for Research & Development (R&D).
It is home to
over 40,000 thriving businesses and 40% of U.S. GDP
is produced within 500 miles. It is one of the nation’s
best managed counties as evidenced by Wall Street’s
continual AAA rating and its focus on long term
financial planning.
The county is in the Detroit
metropolitan area, which is the number one area for
foreign direct investment projects according to Site
Selection Magazine.
As can be seen, the Detroit MSA has emerged from
many of its problematic issues of the past and has
again become a great place to live, work, invest and
play. The revival of the downtown area has spurred a
new excitement for the entire 4.5 million metro
population. Detroit has exhibited great staying powerthanks to many of its dedicated hometown native
sons. Dogged Detroit determination creating a major
transformation.

Robert J. Pliska, CRE, CPA
President
Property Investment Counselors – A Sperry CGA
400 West Maple Road, Suite 150
Birmingham, MI 48009
313.590.1111
robert.pliska@sperrycga.com
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