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The sale of a nondescript office building in Oregon two 
weeks ago wrapped up a textbook case of how good timing and 
smart moves can turn a core-plus play into an opportunistic 
windfall.

By itself, the $39.8 million trade of the 212,000-square-foot 
building wasn’t particularly noteworthy. But it marked the final 
disposition from a 3.5 million-square-foot portfolio of build-
ings, net-leased to Wells Fargo, that produced outsize returns 
for its owners.

National Financial Realty of Los Angeles, via separate part-
nerships with Oaktree Capital and Vereit, acquired 41 proper-
ties in 2010 and 2013 for a total of $267.9 million, at roughly 
an 8% capitalization rate. Since then, in 34 transactions, the 
properties sold for $366.4 million, at a cap rate of about 7%.

“We took core or core-plus risk at best and ended up with 
opportunity-like returns,” said Vincent Pellerito, president and 
chief executive of National Financial. “It turned out better than 
we expected.”

The upshot: The partners more than doubled their aggre-
gate $85.5 million equity investment, reaping $98.5 million of 
profits. 

While the investment risk was deemed to be no higher than 
core-plus, the National Financial partnerships were expecting 
an internal rate of return in the mid-to-high teens over a five-
year hold, including the benefit of leverage and value-enhance-
ment strategies. But in the end, they far exceeded that goal, 
pocketing a hefty 26% annual return.

To be sure, that outcome was partly due to the steady rise 
of property prices in recent years. But it was also the result of 
breaking up the portfolio to execute a wholesale-to-retail strat-
egy — and making some innovative moves to enhance the val-
ues of individual properties.

The story starts with the Oregon building.
National Financial, founded by Pellerito in 2006, specializes in 

properties leased to top banks. In 2010, it partnered with Phoe-
nix-based Vereit (then known as Cole Properties) to buy the office 
property, in the Portland suburb of Hillsboro, for $27 million.

The following year, another 40 Wells-leased buildings held 
by Gramercy Capital fell into foreclosure. New York-based 
Gramercy had inherited them in 2008 via its $3.3 billion ac-
quisition of Nicholas Scorch’s American Financial Realty. When 
Gramercy was unable to refinance debt tied to that transaction, 
KBS Realty of Newport Beach, Calif., foreclosed on a $500 mil-
lion mezzanine loan.

Pellerito approached KBS with an off-market offer to buy 
the Wells buildings. Eventually, a deal was struck, and in 2013
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Retail veteran Andrew Galvin joined Seritage Growth Properties last month at the shopping-center REIT’s headquar-ters in New York. Galvin is a senior vice president of investments and portfolio management. He leads asset sales, acquisitions and the formation of joint ventures. Galvin came from Centennial Real Estate of Dallas, where he spent nearly two years as chief investment o   cer, based in New York. He previously had stints at Trademark Property, Rouse Properties and General Growth Properties.

JLL has added a Southeast team to its national industrial platform. Britton Burdette joined late last month as a man-aging director in Atlanta. He had been a director at Stan Johnson Co., where he spent the past six years following stints at Marcus & Millichap and Callan Associates. Burdette works alongside 
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Extell Shops High-Yield Offi ces in West LoopA large Chicago o   ce building that’s only 67% leased is being pitched to high-
yield investors.

� e 1.4 million-square-foot property, at 175 West Jackson Boulevard in the West 
Loop, is expected to attract bids in the vicinity of $325 million, or $232/sf. JLL is 
representing the owner, an unidenti� ed European investor advised by Extell Devel-

opment of New York.� e investment play is to lease up vacant space, raise below-market rents as 
existing leases roll over, enhance amenities and reposition the 46,000-sf retail con-
course on the ground � oor.� e property, formerly known as the Insurance Exchange Building, is touted as 
having the kind of lo� -style, open � oor plans and historic architectural touches 
desirable to companies in “creative” sectors, such as technology, advertising and 
media. Properties in the area that cater to such tenants o� en have occupancy rates

See EXTELL on Page 4How Core-Plus Play Turned Into a Home Run� e sale of a nondescript o   ce building in Oregon two weeks ago wrapped up a 
textbook case of how good timing and smart moves can turn a core-plus play into 
an opportunistic windfall.By itself, the $39.8 million trade of the 212,000-square-foot building wasn’t par-
ticularly noteworthy. But it marked the � nal disposition from a 3.5 million-square-
foot portfolio of buildings, net-leased to Wells Fargo, that produced outsize returns 
for its owners.

National Financial Realty of Los Angeles, via separate partnerships with Oaktree 

Capital and Vereit, acquired 41 properties in 2010 and 2013 for a total of $267.9 mil-
lion, at roughly an 8% capitalization rate. Since then, in 34 transactions, the proper-
ties sold for $366.4 million, at a cap rate of about 7%.“We took core or core-plus risk at best and ended up with opportunity-like returns,” 
said Vincent Pellerito, president and chief executive of National Financial. “It turned

See PLAY on Page 10Student-Housing Listings Keep on ComingAnother big student-housing portfolio is on the block.� e o¥ ering, valued at about $235 million, encompasses two nearly competed 
complexes and one that recently underwent a gut renovation. � e owner, Haven 

Campus Communities of Atlanta, prefers to sell them as a package, but will consider 
bids on individual properties. Newmark has the listing.� e complexes, which have 917 total units with 2,237 beds, are adjacent to cam-
puses of Texas A&M University, the University of South Florida and the University 
of North Carolina.� e estimated value translates to $256,000/unit and $105,000/bed. A buyer pay-
ing that price for the entire portfolio could expect a capitalization rate of roughly 
5%, in line with the yield on new complexes at top-tier schools.

Student housing has experienced a boom in investment sales over the past 
few years. Some $10 billion of student housing traded last year, blowing away the
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National Financial teamed up with Los Angeles-based Oaktree 
to pay $240.9 million for the 3.3 million sf of properties, spread 
across the country with a concentration in the Southeast. It re-
mains Pellerito’s biggest transaction to date.

The Oaktree team also was able to restructure the existing 
debt. PB Capital, which held a $225 million mortgage on the 
portfolio, agreed to write it down to $183.5 million given the 
post-crash drop in value.

The partnership was quickly approached with an unsolic-
ited offer to flip the portfolio. It hired CBRE to test the market, 
but ultimately decided against a quick sale. “The favorable loan 
terms allowed [us] to generate consistent cashflow while selling 
each individual asset into the market,” Pellerito says.

There was a complication: The buildings were among 140, 
totaling 7.8 million sf, that are covered by a 20-year master 
lease Wells signed in 2004 with American Financial Realty. Al-
though it provides stable revenue, the triple-net lease carries a 
single national rent — just over $6/sf — that is well below mar-
ket in some locations. And it isn’t ironclad. Wells can cancel, 
although it would have to pay off all remaining rent.

The lease also gives the bank options every few years to va-
cate a set amount of space. That presented a challenge: Poten-
tial buyers and lenders would shy away from individual proper-
ties because of the risk they could be the losers if Wells chose 
to reduce space.

National Financial and Oaktree decided to provide buyers 
of the largest properties — roughly 200,000 sf and up — with a 
guarantee to cover rent shortfalls in the event Wells moved out. 
“The backstop effectively made lenders and investors whole if 
there was a termination event,” Pellerito said. “The ‘insurance 
policy’ was a game-changer.”

The duo set up a reserve account to cover potential payouts, 
the cost of which was factored into the overall return.

In addition, the partnership leased up portions of the prop-
erties that weren’t covered by the Wells contract, boosting the 
overall occupancy rate to 97% from 90%. It also spent several 

million dollars on upgrades and renovations.
The first sale from the portfolio was also the largest. Five 

buildings in the Southeast, totaling 1.6 million sf, were bought by 
a family trust tied to Brazilian billionaire Samuel Klein. The deal, 
closed in phases between December 2014 and January 2015, was 
valued at $146.7 million. Oaktree and National Financial had 
paid an allocated $124.5 million for those properties.

Later in 2015, the partnership carved off 16 acres from a Ra-
leigh property that served as a mortgage-operations center for 
Wells. It sold the land to Atlanta apartment developer Pollack 
Shores Real Estate for $6.7 million. That turned out to be pure 
profit, as the office building later sold for more than the whole 
property’s initial basis.

The biggest gain came on a play at Philadelphia’s 401 Mar-
ket Street, a 482,000-sf property a block from Independence 
Hall. The 11-story building was 100% leased to Wells, but the 
bank wasn’t using floors nine and 10, and it was subleasing two 
ground-floor retail spaces. The American Bible Society was in-
terested in both portions, so Oaktree and National Financial 
reached agreement with Wells to carve those spaces out of the 
master lease, then bought out the retail tenants. The society 
moved its offices to the building from Manhattan, where it had 
been headquartered since its founding in 1816, and converted 
the street-level space into its “Faith & Liberty Discovery Cen-
ter.”

With the society paying market-level rents, the building’s 
value rose, and in late 2015, Miller Investment of West Con-
shohocken bought it for $78.5 million. It had been valued at 
$39.3 million when it was acquired by Oaktree and National 
Financial.

Pellerito acknowledged market timing and rising values 
contributed to the portfolio’s particularly successful disposi-
tion. But he said it’s also a validation of the wholesale-to-retail 
strategy and the firm’s efforts. “It wasn’t just that we lucked out,” 
he said, pointing to the moves the partnerships made to add 
value. “When you look at the risk profile we took and the return 
profile it resulted in, that’s the story.” 
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