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Capital Metes and Bound s  

By James M. Murphy, CMB, CRI 
 
 
 The focus of this newsletter continues to be the economy and its effects on the commercial real 
estate and capital markets. There continues to be both bad and good news on the economic front. The 
press misleads when it speaks to 6 million lost jobs since the beginning of the current recession. The real 
number is higher. The Federal Reserve just released the third quarter beige book analysis of the economy 
and the numbers below tell the story. Since employment peaked in November of 2007, we have lost over 8 
million jobs nationally or 5.8% of total employment. The news for New England is that total job losses 
amounted to only 319,000 or 4.47%. Since commercial real estate was, is and always will be about 
employment, there will be no turnaround in the fundamentals until we see job growth. There are signs, 
however, that the economy is improving as many of the charts below indicate. 
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The pace of job destruction continues to moderate with the three month average now under 3%. 
 

 
 

Consumer sentiment has begun to improve and is now higher than at the beginning of the 1990’s 
recession. 

 
 
 
 
 
 
 
 
 
 



www.q10newenglandrealty.com                                      James M. Murphy 617-728-9522 
 

 Until the consumer (70% of Gross Domestic Product) feels better about his or her future, 
spending will be held in check. The beginning of the “feel better” needs to be with the consumer’s largest 
asset, the home. As the Case-Schiller index shows, housing may be bottoming. 
 

 
 
 
 In fact, according to the index, home prices actually increased in ten major metropolitan markets 
during the second quarter for the first time since 2006. 
 

 
 
 
 
 
 
 
 
 
 



www.q10newenglandrealty.com                                      James M. Murphy 617-728-9522 
 

Orders for durable goods have moved into positive territory. 

 
 

Existing home sales are now running at 4.6 million annual rate and new home sales are now running at 
over 400,000 annually. The result is a boost in consumer confidence.  
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The improvement in confidence is resulting in an improvement in consumption and retail sales. 
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Both the non defense spending and Ism manufacturing index have improved dramatically and 
once the ISM index crosses 50%, it will mean growth in inventories – a very good and necessary 
indication that companies have begun to replenish their runoff in anticipation of improved sales. This will 
help the warehouse industry. 
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On the capital front, central banks worldwide are working hard to keep short term borrowing 
rates at record lows. 

 
 The Federal Reserve is doing its part with the help of China and the result is 35 year lows across 
the yield curve which will result in help to homeowners looking to refinance out of adjustables. 
 

 
 The forward curve is predicting increasing rates during the course of 2010 as the Federal Reserve 
moves against anticipated inflation, but this is probably unlikely while the economy hovers at slow or now 
growth and the consumer struggles to keep up on the mortgage. 
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 There does not seem to be an end in sight for the CMBS market. Delinquencies continue to grow 
and it appears the only sources of capital for commercial real estate will be the life insurance industry, 
local and regional banks and mortgage REITs looking to prey on ownership.   
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Distress is across all property types, but Industrial continues to perform best. 
 
 
 

 
 
The resulting pricing of CMBS is still unpalatable and unworkable for commercial real estate. 
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Thus volume in the CMBS market is non-existent. 
 

 
 
 
 
 Problems are not just confined to securitized lending as bank repayment of land and construction 
loans are slow and delinquencies are on the rise. 
 

 
 

 
 

 
 
 



 

 
 

 Everyone knows transaction volumes continue at extreme lows, so where is the financing coming 
from when a sale actually occurs? More and more, it is an assumption of debt. 
 

 
 
 
 
 Meanwhile, Q10 Capital continues to have success at finding workable capital for its clients at a 
pace of $150,000,000 per month from its life insurance company correspondents and other sources.  Call 
your Q10 New England Realty loan officer for more information on where the money is! 
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