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Ton Cook

The Katrina effect

Tt

he post-storm wave has subsided, leaving a glut of

lots, condominiums and questions in its wake.

BY TIMOTHY BEOONE
he redl estate boom 1 5_151-'.:._--|~-._] b').-
Hunricane Katrina started to slow
down i the past year or so. The

market has cooled off as the
siles declined. Owver-
bullting has led to a =l

t of upscale
ntd properties: priced above
wyve sat unsald for longer
wriods af time.

Wi with 1he slpwdown in resi-

nitad teal estate, some sofmess hit
ithie commercial market. Several ma-
pmjects—inctudivig Juban Cross-
litestyle center in Denham Springs
art supercenter an Burhank
* been' postponed for sev-
onths while

mational retailers
11k .‘.I'I'.!L|||-.[i.|.'|:lfi-_S eCUnnmy ne-
s,

et

2 the hict ips, Baton i'il':llé_-;q"g
1ains hedlthy, es-
i

tihvin relation o other cities, Prices

continued to rise and the demand for
starter homes, especially in East Baton
Rotige Farish, outstrips supply. The of-
fice and industrial markets are busy,
thanks to the good times in the petra-
chermical industry and the reshuffling
caused by Kafrina. Several large-scale
cominercial projects are wrapping up,
tike Perkins Rowe and The Boulevard
at lite Mall ol Louisiana.

Hew! Estare feport recently broughi
togeilier six lncal real estile experts 1o
getattidea of where the Capital Region
market stands.

Question: What does each af you see
going on in the local real estate mar-
ket?

Tom Cook: What T see in the mar-
ket really 1s a nervousness, ani soie-
times [ wonder how warranted it is. We
tolked about how [he national mar-
ket is affecting us; Baton Houge has

“Things are slowing down, but it's
not as bad as the national market.”

arowtll, 0 we seem 10 be (:.'-iug.‘, pretty
well, What's scaring people is there’s a
stowdown inlorabsorpiion, and there's
a sliswdown in condo ubsorption. 'm
not seeing prices fall, but what T am
seeing is that when we were doing four
or five lofs 4 month, we're [now] doing
ftwo or three lets o month,

Jv's due pringrily because we over-
bl The Katrina efiect is coming home
fo roost a little hil. Evaerybody gol ex-
vited and evervhody got into buoilding,
everyhody got into developlng. So as a
resulf, we got fod many lols on the mar-
ket, two many condos. The well-placed
subdivisions are silil doing well, the

ones that are infill—closer to the old
established areas—are doing fine. It's
the autlying stiifl that's further out that
may not be as well-locatedd or accessi-
ble that’s not doing s well. The other
thing vou've got to think about is that
gas prices are going to aitect where peo-
pile want to live miore than ever before.

In the recall market, our study |for
Trends] shiows that the occupancies
were still inod, the rates were still
good, we weren't showing drastic slow-
diwns there,

The office market is still relatively
stabile, We've seen same increase in
vacancy, especially in the Class B and
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Class © markets because ol people
gaing 1o owner-occupied, these lit-
tle suburban coffices diat everyvbody'’s
bullling. 1ts been phenomenal the
amount ¢f that space that has been

il USINESS BEPOKT REAL

ESTATE REFDRY 2008

built. I guess there’s been 200,000 to
300,000 square feet ol that space built
over the last couple of years from Ba-
o Rouge to Gonzales to Denham
Springs. We're seeing those take peo-

TR AT

ple out of what somebody would have
rented in a four-story building on
Sherwood |Forest Boulevard]. Those
guys are going out and building their
own building, taking advantage of GO

STILL BUILDING DREAMS
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Income Producing Commercial Real Estate

Zone, taking advantage of the drive up
to vour own building mentality.

Overall, things are slowing down,
b it’s not as bad as the nasional mar-
ket. The hysteria from the nationai
market, that everything'’s crashing and
we'n going to have a recession and
everytling’s had, really doesn't apply
lu Buton Ronge because of our job
srowth., We benefit from gas prices—
Ipok at all the plant expansions, We're
kind of contrary to the trend. It is
sliwing down; we need to bhe a little
it more cautious. Burt you hear peo-
pie talking like it's going to get like the
[s0s again. That's hysteria.

Todd Pevey: {ts inore of a hang-
over ¢flect o where il was so good for
thit! Iast couple al years and now peo-
ple wre worried about how bad its get-
ting. All of those people who deal with
the industrial guys are just killing it
right i, 1 do sce where it took two or
thred months in do a dedl now might
take faur ar ive months. But the activ-
ity is stilt thiere for the industrial space
anid for retail.

Cook: What I'm seeing in retail is
the gnad, guality buildings in the good
lorations are doing OK. It's the lit-
He mome-pnd-pop strip centers where
praple ace Hirowing up 6,000 or 8,000
square feet, they don’t have any ten-

Member FOIC Boguad Mousing Lemder @
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CONSTRUCTION GROUP, LLC

Environmental and
Industrial Construction

sClearing and Grubbing sPaving
eSoil Stabilization

#5ite Remediation

sExcavation
sEmbankment

#5ite Preparation sLandfill Construction/Caps

sTemporary Facilities simpoundment Construction

sLevee Construction sLeachate Collection Systems
sConcrete Foundations
sUnderground Piping

eFacility Maintenance

sParking Lots

sDrainage
sHoads
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OFFICE LOCATION:
Beard Construction Group, LLC
3970 Rosedale Rd. Port Allen, LA 70767-0646
Phone: 225-387-2339

wiww.beardconstructiongroup.com

Brick

Drywall

Metal Studs
Ceilings

Cabinets
Cultured Marble
Insulation
Fireplaces

Stone and Stucco

12421 S. Choctaw Drive
Baton Rouge, LA

225-272-9545

W. Church St. at Hwy 190
Hammond, LA
985-419-0030

e
_

Specialties & Supply, inc.

Sinca 1876
www.acousticalspecialties.com

|G Gusivess REFCRT REAL ESTATE REFOAT 2608

ants and it's not really well-located or
accessible. There’s a lot of vacant space
there. Drive down Coursey Boulevard
or Jones Creek.

Dottie Tarleton: That's where his-
tory is repeating itself from back in the
19805 were there were all these unan-
chored little strip shopping centers.
When the market went in the tank,
they went in the tank.

Pevey: I would be nervous to build it
right now, with the prices of construc-
tion right now. You got to be able i get
laixd cheap 1o e able to build il or your
rents are polng to be through the roof.

(}: How do things stand in the residen-
tlal market?

Don Stern: I'm seeing prices hold-
ing or continuing ro rise on average.
I'he residential market is very strong,
esperially in the resale market. As a
matter of fac(, in Ascension Parish,
it's stronger than it was last vear. April
2008 is stronger than April 2007 in re-
sale. New construction, different story.
New construction, especially in Ascen-
sion Parish, we're a little les= than half
the sales we were in 2007.

After Katrina, land prices rose sub-
stantially. We used to be able to get
raw wnd wilhcui too many mitigu

tion problems for $15,000 an acre. De-
velopers started paying $40,000 or
$50,000 an acre for it. The cost to de-
velop thal land went up. The result
was that builders where they were buy-
ing lots for $30,000, $40,000 or $50,000,
now started paying $70,000, $80,000 or
$90,0006. The economics of that meant
that they had to put a 3350,000 or a
$400,011) or a $500,000 home up. The
demans for homes in that price range
just is not matching the supply we
have right now.

It's pricing. If you look in the lower
price ranges, now construction is still
continuing to move. It’s the expensive
stull that's sitting there.

Q: What's the price break polntt
Sterm: It depends on which parish
vou're tulking about. In Ascension Par-
ish, it's probably $300,000 and up that™
more or less in trouble. That's kil
of understandable, because the newv
businesses that have come to Ascen-
sion Parish are not bringing in six-fig-
ure salarics, To qualify for a moritgage
on a $400,000 home, your family in-
come has to be [aitly substantial. That's
not the clerk at Cabela’'s who is buying
that house. We need some miore plant
income. some construction jobs, some




e wf the higher incoarme jobs to ab-
vs=e properfies. They are being
abwarhed, bt not at the rate they were
1t v
(e nvernge prices in Livingston
are pretry stable, $192,000 for a new
i in Livingston Parisly in 2008 ver-
sis SABIL000 in 2007, That's probably
uistically tnsignificant. In terms of
uiil sitles, we're way dowit. It April of
2000 hege were about 80 units sold, in
Aprll ol 2008, mayvlie 65, There's plenty
al lnvennory. Overall, there's probably
abiogdl o 10, -and-a hall-imnoenth sup-
v ol inverntory in Livingston Parish. If
vl Ik at hiouses in the $100,000 to
LN price range, there's only a 3.4+
mn it supply 1F you look at houses in
thie SASLUGO 1o $400,000 rnge, 1theres

a el supply.

L) What's driving the inventary?
Sterme he supply we'te puiting in
i= normatching the demand thar
Weve ot andsmanrch, There's
wid fur lowdr priced
5 teres oot tiat muocl supply.
Phat's probotily becnyse you can't af-
il to bl o lower priced home, be-
cause if the lot is 50% the price of the

preoduet, you can’t do e

i': N .
ANLNRAH I
v

ety ol clee
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Paco Swain

T LA LR

3: How about the retall market?
Tarleton: My take on whals go-
ing on is two-fold. Tlie national retail-
ers are being more cautious about the
projects they want to take on. Typi-
cally, when you have a big project an-
chored hy Target or Wal-Mart or Kohl's
or somebody like that, they have a
group of junior anchors (hat will fallow
them around, whetlier it's Ross Dress
for Less of 1) Maxx or Hibbett Sports
or whatever. When the big boys—the

SAURAGE

COMMERCIAL REAL ESTATE

Specializing In:

FOUNDTAGLE

100,000-square-foot tenants and up-—
slow dowii, the junior anchors are not
going to step up (o the parry until the
big boys are thexc.

And what they'te doing is sort of
dragging their feet—projects that were
going to come on line in maybe late
2009 are like 2010 or early 2011. [t's not
ihat they're stopping everything or in
a panic, theye just kind of dragging
their feef, WeTe sceing a slowdown
there. It's not because of retail sales

*Site Selecrion * Feasibility Studies
*Investment Property * Development *Sules
*Leasing *Tenant Representation * Fee
Consulring * Property Management: Single
Family, Multi Family, Commercial
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hiere; it's in other areas of the coun-
try where they're having the housing
problems.

As far as the mentality out there,
there's sort of a self-fulfilling prophecy.
If you keep hearing that tle sky is fall-
ing, the sky is falling, eventually, you're
going to think the sky is falling. So
you're going to quit spending money.
And when you quit spending money,
then you go nlu a recession because
our economy is consumer driven,
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We're certalnly nol in a recéssion,
and | don't balieve the national econ-
amy iy i a recession. We only had a
3. 1% unemployment rate. That is not a
recessiom. You need 1o have two guar-
ters of negative growth; we haven't had
ane quarter of negative prowth. It's
been like 1%, but it still hasn't gotlen
Inie o negative growth situation.

[2: What does Wal-Mart delaying its
Burbank Supercenter mean for other
retailers?

Tarleton: Part of the reason that
Wal-Mart 15 slowing dowi is because
thelr stackholders were unbappy with
ther same-store sales. This slowdown
reilly doesn't huve anything to do with
thealleged recession that we're in. They
isued a press release and said they're
going Wy open up i 20110, 50 you're
tatking aboit a six-month delay.

We've been so spolled in the past
tew years. Quite frankly, there aren'
Lo tmany more sites lefi for big priyj
ects. The Vietory Development site at
Burbmmk and West Lee, whenever rhe
big boys are ready 10 go, It will go.
You've g population around i You
g put o Juban Road and oy o put 1.2
millipn square feel of lifestyle canter
anid power center dnd that’s not to say
that nobody lives in Livingston Parish,

FOUNDTARLE

because a lot of people live in Tivings
ton Parish, but if you ride out there, it's
on the vuter edge.

Q: How is the subprime meltdown

and new standards in the credif mar-
ket affecting local projects?

Pevey: Wi use a lot of national lend-
e1rs oul of Baltimore where we're head
quartered, and they're a little reluctant

Dottie Tarfeton

TR TRTE TR

to come here because of our bank.
ruptoy laws i Louisiana are a little
worse than the rest uf the country. So
were having to go through different
condluits and stuff like that to be able

hether it’s a loan to grow your
business, bankroll a real estate buy, I
or iund unexpected expenses, OMNI BANK
can help finance your dreams. OMNI is a
progressive, independent community bank,

providing quality service and products to

A Strong Foundation

businesses like yours. We oiier flexible lending

pro.:ams tailored to every need, and our

for You to Build Upon

guick approval process wiii let you move on
with the business of business. OMNI BANK.
Call to vind out v hy we say "the difference is

service." ‘
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in his able to permanently finance our
[rniliding rdlown here.

() One of the biggest trends in lo-
cal retail development has been the
growth of lifestyle centers, such as
Towne Center, Perkins Rowe and The
Boulevard. Do the demographics of
Baton Houge support the volume of
these lifestyle centers?

Tarletorn: Our market was grossly
under served for a very long time. 1
don't know exactly how people are do-
firg at Perkins Rowe, but [ know they're
dolng vierywell ar The Boulevard at the
Iall of Louisiana. heir sales are phe-
nornenal, per square foot. The other
thing is that New Orleans really doesn't
have the upscale shopping that we
nony have in Baton Rouge, so you're
seciily customers come from a much
Lurgeer trade area. We have people from
Mississippi and north Louisiana if you
Lrnck the zip codes.

Donnie Jarreau: If everything that
wis planned came on board today, |
dont think we could absorb the retail.

‘It you keep
hearing that the
sky is falling,

the sky is falling,
eventually, you're
going to think the
sky is falling. So
you're going to quit
spending money.

Out the developers who are planning
it, they're all prefy astute guvs who
have good fiancial backing and thev
eritw Lt their plans may be five or 10
vears down, the line.

(): How tleep is the TND market here,
especlally when you look at pricing
per square foot?

Cook: The mentality is changing, T
msedd fio by w6a0,000 for a condo, are

you ot ol your mind? But they te sell-
ing them like thal in the Crescent at a
prrerty good elip.

Jarreau: The |:1u|||: i owitlh the
INDs, the ones iat are being bolly,
think is that the couimercial sector al
witys cormes Llast. You need the rooflops

Vi
LB Y. '

firsl A Lt oof rthese |-|--i|r--,--.i

PN, they alwavs anmomngee TOHECHRC)
sepbire oo plus ol commmereial, Tlht's
agh o get until Yoo ger ihe rooftops
17 ke,

Paco Swain: Mersonally, the jury is
stll out o TNDs. [ do believe we'li see

o lot more of the Perkins Rowe-type
situations. It's generational. We find
that the crowd that's coming up now
with the buying power, theyre accli-

mated nore with the work, live and

play in the same area. Certainly the
gas prices will dictate a whole lot of
that decision-making. I'm interested
to see if the TNDs will survive, That's
quite ageressive, when you're talk-
ing those large-scale TNIDs, with that
much green space.

NOW LIVE

AND

ROUNDTABLE

QQ: How are TNDs selling?

Cook: Willow Grove's done pretty
well. He's done relatively well pricing-
wise and absorption-wise. It’s slowed
down the last few months, but it's like
every other development. The hest lots
sell first, and the ones that aren’t sell-
ing as quickly are the ones that are less
desirable, He's [Richard Carmouche]
done real well.

Tarleton: Now that gas cosis are up,
energy costs are up, people don't fecl

“Grevstone™

F
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like driving an hour or whatever, it is
going to move people into the TNDs,

Swain: It's a compression factor. 1f
the TND is not spread out too far, if
you compress them like Perkins Rowe
and bring them in ¢loser, my gut feel-
ing would be that Perkins Rowe would
sell quicker than a River Ranch [in La-
fayetiez| because of the compression
factor there.

Cook: It hias to be well-located.
You've got to pick the sites right.
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NEW SWIMMING POOL AND TENNIS COURT COMPLEX

Just minutes south of the I-12/Juban Road Exit = 225.667.6744
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Donnie Jarreay

1M MUELLER

“There’s nowhere to go but for

the economy to go u

INMIE  JATEREAL,

Jarreau: One of the things they
didn't figure with River Ranch wus, he-
cause of the newness, the prices eaca
lated. Everybody wanted to zet inthere
and the prices doubled.

Q: Donnie, what do you see going on
in the market?

Jarreauw: For the most part, | think
we've got 1o [nok back at what did ka-
trina do. We're over the kilring hang-
over, but there’s some grear things that
happened during the past two vears.
Our lenders did a grear job of under-
writing the projects out there, We didhn't
do a whole lot of large speculative de-
velopments that are sitting empiy n-
day. I see some ol Hhie softiess cine in
Ascension and Livingston, where ev-
erybody got in ¢ development imode.

Thert's a softness that | see today
because of the overbuilding of lots, Hut
aergin Baton Rouge inthe commerrial
secior, some of the things that concermn
me would be the B and C affice sind re-
tall buildings. But theres niwvhiere to

pward.”

PR JATRINI LOmmmanug

po but for the economy to go upward.
We're going to be fieled by these indus-
trial plants that are taking advantage of
the GO Zone. The plant expansion is
biringing johs, and when the jobs come
w1, you'll see obviously the contin-
uid spending in the retail. [ don't be-
llzve the relivllding of New Orleans has
trly began yet, ik you talk to develop-
ers down there. Baton Rouge could be
the staging area for the rebuilding of
Mew Qrleans. | think everything will be
started here, from construction to the
labor. That will have a large impact,
and we haven't seen it yer

If vou talk to other developers and
other people out there, the South as
a whole is doing good from Dallas all
the way up to Pensacola. Cveryone in
the retail and compared to the hous-
itg murkets, its way ahead of the na-
tional scule.

TIMOTHY BOONE covers unlies content @il izl nsfate.

Rezch him ad Noenn@ huginezsrepar.cam.





