
American Realty Capital to Bolster Activity
American Realty Capital Trust has agreed to pay 

$42.3 million to PNC Bank for 50 bank branches 
with 275,000 square feet.

The transaction is the latest for the Jenkintown, 
Pa., company, which was launched last year by 
Nicholas S. Schorsch, the former president and 
chief executive of American Financial Realty Trust, 
which was sold to Gramercy Capital Corp. earlier 
this year.

The pending acquisition of the PNC branches, 
which is being financed with $33.3 million of debt 
at a rate of roughly 5.28 percent, provides a snapshot 
of just the kind of deals American Realty plans to 
complete.

The company already owns 33 bank branches 
and one warehouse that total 354,271 square feet, 
for which it paid $85 million.

It is in the midst of raising what could be $1.5 
billion of equity through a public offering of shares. 
Like other similar publicly registered REITs, its 
shares will not be traded on any exchange. It will 
pursue properties ‑ retail, industrial and office ‑ that 
are net leased to their tenants for terms of 15‑25 
years. Its aim is to have $4 billion of investments by 
2011.

The REIT is part of a three‑pronged investment 
strategy being pursued by Schorsch, who has 
teamed with William M. Kahane, who oversees the 
real estate investment activities of merchant bank 
GF Capital Management.

Schorsch and his partners have capitalized what 
he categorized as a “small fund” that would pursue 
net‑leased properties with lease terms of less than 
15 years. The fund, which was started just months 
ago, has already accumulated some $40 million of 
assets, primarily bank branches. The thinking is 

that the fund would grow by asset size and total 
capitalization over time.

In addition, Schorsch has raised some $20 
million of initial equity from high net‑worth 
investors for an opportunistic vehicle, American 
Realty Growth Fund. That vehicle, which will likely 
grow in capitalization so it could ultimately make 
$200 million of investments, pursues properties 
that might be vacant or have other issues that might 
not make them suitable for the REIT, which prefers 
stable, net‑leased assets with very predictable cash 
flows.

The fund has already completed its first 
acquisition, buying 39 of a projected 100 vacant bank 
branches from Wachovia Bank.

So American Realty could pursue empty bank 
branches, those occupied under relatively short‑term 
net leases and those with long‑term leases ‑ three 
distinct strategies that allow it to provide a variety 
of options to prospective investors.

And Schorsch said market conditions are ripe for 
investment vehicles like his.

Owners of properties that American Realty is 
hunting for are looking for ways to monetize their 
non‑essential assets, such as real estate, as a result of 
the constrained capital markets.

“We work with corporate clients looking to 
reposition their portfolios,” Schorsch said, “And 
we’re not limited to financials. We’re looking at the 
entire retail space ‑ the food industry, gas and oil, 
pharmacy and specialty sectors.”

Its existing portfolio generated sufficient 
funds from operations to pay out dividends to 
its shareholders. And the pending PNC branch 
acquisition indicates it too will generate a generous 
amount of cash.
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