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Cash and credit in the short term have secured a high priority in collateral analysis for real estate
lending. However, sustainability has been used traditionally to underwrite long term investments in
commercial real estate. Location is an essential component. The quality and durability of
improvements are together another independent component. The suitability or marketability of the
combination of the location and improvements determine sustainability. Both supply and demand in
commercial real estate have degrees of sustainability.

Location is a dynamic characteristic of commercial real estate. Recycling improved sites and
repositioning or adaptive reuse of existing well located improved properties are strategies for
recapturing centrality and accessibility in markets where the inventory of sustainable locations
appears to be exhausted. Changes in transportation from highway to mass transit including fixed rail
and vehicular, and even air, can create newly sustainable locations. Newly developed housing and
nodes for services and shopping can enhance the sustainability of locations.

Sustainable development has been used recently to characterize environmentally friendly
development. Energy efficiency has always been an objective in development, sometimes
compromised by cost objectives. Newly highlighted by environmentally friendly and green initiatives,
cost-effective, energy efficiency alternatives have been improved with production and technology
and are tested for air quality as well as traditional performance measures. These new alternatives in
design, systems and materials are applicable to asset upgrades and repositioning, tenant
improvements, and adaptive reuse as well as new development; and LEEDS handbooks for most
property types include strategies for a variety of improvements.

The demand characteristics can also be used to define sustainability, such as sustainable
performance in terms of occupancy and income. Economists wonder about the sustainability of this
recovery, the sustainability of economic growth, the sustainability of job gains. Demand for local
commercial real estate is, like supply, examined for sustainable qualities. Healthcare, education,
finance and technology have combined to establish a sustainable local economic base. Indeed, the
metropolitan Boston economy has outpaced the nation in durability and sustainability.
Massachusetts recorded second quarter economic growth of 6.4%, more than double the national
GDP of 2.4%. Most economists give our local economy and our commercial real estate portfolio high
marks in sustainability. The investment community is demonstrating its confidence in the
sustainability of local demand by bidding aggressively for local commercial real estate.

The local marketplace will change during this recession and recovery. Some changes will be
superficial or transient, and some will be paradigm shifts. Analyzing these patterns of change as
new development emerges, such as downsizing and accessorizing apartments, will be important.
Demand will record these changes in absorption and rental patterns. Sustainability will be tested and
redefined.



The second quarter of 2010 was in many ways a disappointment in local property markets because
of its gradual pace of improvement. However, economic growth for the commonwealth and job
growth have further convinced economists of the sustainability of this recovery. The remaining
summer still promises to be a busy one for commercial real estate markets. Enjoy!
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