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FINANCIAL REIT LIKES MIDWEST’S POTENTIAL

American Fnsscial Realty Frest bs finding iremandors growth by fecvaing se finseckal inrilivion fessnts.

LT L

sere s o Feal estabe Evestrment

trust (REIT} hor almwst every

of meal edtabe — such as

sectoe-based BETs that focus on a type
of property like office propects, of geo-
wraphically focused RETS that migh
only own properies inoone particular
region. But Jenkintown, Pennsylvania-
based American Binancial R:;-u.lt'_!,- Trust
(WYSE: AFR) B emploving o new
model when it comes o REME by
F-.'u:minamauinlqlrmmu sector. AFR,
which was formed as a REIT in May
2002 anel haad one of the largest domies-
e [PChs of 20003, has seen astounding
assel prowwth over its history by target-
ing tenants in the regulated Rnancial
services industry and establishing mul-
bfunctional relationships with them by
leasing, often on a et bass, offoe

buildirgs, bank brandhes, operational

centers — any real estate that a Grancial
company mequires ks AFR's specialty.

The company’s sasets have grown
quickly s AFR acquiines mone pontfolios
and dieepens ils nefationships with firan-
cial metitubore.

“Thise ame very la.:w. transactiores,
with very serious people,” says Micholas
Schossch, the peesident and CEQ of
AFR. “These irstittions ame looking for
bewg-tereny stability and long-term land-
londs — they'ne looking for somebody
lha1kgni.|1g, oy b Ih-irparlrﬂ in Eha=
Fubure,”

I the sevond quarber alons, AFR had
acquired 158 properies comprising an
aggregate of approximabely 4.2 million

feet with a total purchase pri

of a]'.-]'.-nm.im.m-l}' E2R1.1 million, I:rring-
i, thee company's badlding cwnership
or leaselwobd inbemest to mone than 1,000
properiies comprising approsimately
35 millkon squarelest 0 35 stabes
and Washingtoen, DUC.

AFR hasmade several acquisitions sinoe

thee e of the second quarter.

In Juby, AFR comnpleted the $24.5 mil-
bion acquisition of o 158 000-squnne
foot credit cand operations cenler in
Sioux Falls, Morth Dakota, that is net-
beased b a subsidiary of HSBC through
Boverribser 2003,

In early August. AFR completed
ancther l.:rﬁu .:n:quisil:iq:-n,. thi: nakiomeal
headquarters of the Fireman's Fund
Irsasrance Company In Movato, Call-
fomia, which is a theee-building Class
A office portiodio with mone than
FOOLOM0 sqquane foet over &4 aoes. The
gross purchase price for the property
was approximately 52835 million,
Fireman's Fumnd will conbimse o bease
T percent of Hwe propery on a met-
hisasar bassis through Bovernber 20018,

Two of AFRs large portfolio acquisi-
tions in the second quarter had a
strong Midsveslemn component, which
added to0 AFRS almeady established
presence in the negion trough its rela-
I:'tm.:h'ipwjﬂiﬁ.ml:ni.-';mniu.lnjllm.
AFR purchased a 33-property portiolio
froen Chamter Ome Bank, 4 subsidiary of
Citizens Financial Greouwp, that conast-
od of bank branches and small office
buildings. The company also pur-
chased a 108-property portfolio from
Regions Financial Corporation amd cor-
tain affiliates. The Midwesteom progpoer-
ties in these two portfolios ane mainky
located in WMlincis, Indiana and Mis-
SCHAFL

In fact, AFE expects o concenrate
on the Midwest over the next & o B
months, amd hes hinsd Richand  Eise-
man to further slrmglhr-n klidwestem
operations. According o Eiseman, the
managing director of offios keasing and
sabes for the Midwest, many of AFE's
Midwestemn properties are rad in cene
tral business districts (CEDY, whese
landboed competition s sHE and ben-
anbs hard to come by

“Thesse asescts amen’t m UBDks, 0 it's
not like Chicage, whene it is pretty
bouigh te b beasing right now,” Else
man sayvs, “ur properties are mone
affen in areas like county seaks, and
suburban markets — what they nefer fo
as a lertiary market. We find that banls
sty strang, period. The poaks and val-
beys ame ot as dramatic as the CBD
markiets A lot of investors and KETTS

foous on the CRD: and foos away
froem the Heartland, And [ think ghal
wi're a litde different in that mespect,
We embrace the Hearthand — 1 think
tha come, from: all aspects of business, is
slich. There ame .1h'.-'a}'~.-i I’h:‘ﬂlplt whio
roed banks. There |5 always aecess,
amd from a business perspective, it's
absout ethics, the people. and trust,
which is valuable to us™

This rapdd acquisition pace has been
fumded in several different ways,
including through public offerings, the
maest recent in May, which resulbed in
met proceeds of approsdmately 52426
million. The company watches its
leverage and equity ratios, however

“We wanted to balanoe our overall
balance sheet with a long-term strategy
that kepd our leverage ratios and our
equity ratios in good sbead.” says
Schorsch of the nl’ﬁ.'rm.g. “fnd with
our acquisition pipeline as strong as it
wiis, we basically onlly raised money
for ther acquisitions that we were clos-
ing. and Fireman's Fund just finishes
that whole package off, 50 it's preity
ANMAEIRE that i Jisa Han 1B wesks, wie
took down 5250 million and fully
drpln:,l:‘d all of #t =— that™s the RAm,
that's the whole point of the busimess
W told the mnarket that we would mot
raise maney that we could not put o
wiork L

AFR s ala-.':-:m:{ul to clispas of moi-
come assets and preserve the business
musdel, In the firit half of 2005, the com-
Pan'g,fml-cl.a Mﬂlnfﬁ?gmuﬂ
disposed of four beaschold interests,
abouit 14 million square foet total, of
feed was vacant or ﬂ.'pi'-l:'h:d Ty B
viacant i the near beren. These disposi-
thrins pesailied in an approximately $3.8
million pet gain (et of impadrments
aned incomie tax).

“We're very koen o make suee that
wig dispose of assets that ane not come io
s because one, they have lange vacan-
oy, or nmll'u:y-innntl'u\'rmcu[mr‘
of a financial instittion of gmﬂ-oflhr-n
25 1o 35 peroent of e assel,” s
Schorsch.

The company has grown by leaps
and bounds, growing S0 percent i
assets in the past 3 years, aned has very
extersive relationships with somwe of
thee Largesct banking and other financial
mstbstions in the United Seates, such
as Bank of America, Wachovia,
Cieiffank and State Strest,

Scharsch says that the strength of the
Fimamncial services industry is one of the
factors Ehat drove AFH's cushmer-cen=
tric bassiness maosdel,

“We feel that this is certainly a thing
of the future.” he SAYE “Ten yEars ago,
you had REITs doing office, retail, and
resiclendtial, all in fve same REIT, and
today, you s the development arms
of REITs nnﬁl:rin;xpun off, and REITs



