TO OWN OR TO SELL
COMMERCIAL REAL ESTATE PROS AND CONS             
Typically, commercial properties offer more financial reward
than residential properties. However in some scenarios, the
risks can outnumber the rewards. Understanding the pros and
cons is important for any investor no matter if the property
was acquired by a sale or inherited. Having the ability to
understand the investment and having the knowledge to make
a decision if ownership or sale is the best option is crucial.
Commercial properties may refer to retail buildings, office
buildings, warehouses, industrial buildings, apartment
buildings and mixed use buildings. Mixed use properties
feature both residential and commercial tenants in the same
building.
Armed with the different types of properties available, let’s take
a brief look at some of the pros and cons of owning commercial
properties.

PROS

CONS

Income potential. Commercial properties generally
have an annual return off the purchase price between
6% and 12%. Residential properties usually have a return
averaging between 1% to 4%.

Time commitment. Owning a commercial building with
numerous tenants or even just 2-3 tenants, there is more
to manage than one would with a residential property
investment. Ownership can’t be an absentee landlord and
maximize the return on the investment.

Public Image. Retail tenants have a vested interest in
maintaining their store and storefront because this affects
their image as well as the landlords.
More objective price evaluations. Financial information
is easier to acquire for commercial properties so that
evaluations of the property price can be based on the
current owner’s income statement.
Triple net leases. There are variations to triple net leases,
but the general concept is that the property owner does
not have to pay any expenses on the property. The lessee
handles all property expenses directly, including real
estate taxes. The only expense the investor handles is the
mortgage payment.
More flexibility in lease terms. Fewer consumer
protection laws govern commercial leases, unlike the
dozens of state laws, such as security deposit limits and
termination rules that cover residential real estate.

Property Management and Hiring Vendors. Some
commercial property owners try the self-managed
approach, the more ideal situation is hiring a property
management company (for both the investor and their
tenants). Licensed vendors to handle maintenance and
tenant issues at the building is a smart investment as well.
Bigger initial investment. Purchasing a commercial
property typically requires more up front capital
compared to a residential property. Once an investor has
acquired a commercial property, they can expect some
large capital expenditures to follow.
More risks. Properties intended for commercial use have
more public visitors and therefore have more people on
the property each day.
If looking for an investment opportunity, commercial
property is a great avenue to pursue as long as one is
aware of the pros and cons to make educated decisions.

Read the full article at:
www.gaughancompanies.com/blog/default.php/to-own-or-to-sell-commercial-real-estate-pros-and-cons/
Source: Patrick Gaughan, CEO Gaughan Companies LinkedIn July 2016

Snapshots

Highlights from the 3Q NAR
Commercial Outlook Report
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Richmond
Real Estate by the Numbers
47

The number of new townhouse units currently
under construction at Rocketts Landing. The three
level units will include a garage and range in size
from 1,800-3,000 square feet.

5

About the only thing hotter than the weather this
summer was the Henrico apartment market. Five
complexes changed hands in June in deals totalling
nearly $90 million.

800

The number of jobs Dominion Virginia Power will
create during construction of their new large scale
solar energy facilities in Isle of Wight, Louisa and
Powhatan Counties.

25.8

Million that is. Carr City Centers, recently
announced it secured a $25.8 million loan from
SunTrust Bank. The funds will be used to construct
a Marriott Autograph Collection luxury-boutique
hotel in Charlottesville.The new 10-story
development will have 150 rooms and suites and will
be located at 1106 W. Main St.

91,000
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4.5

3

The dollar amount of the average economic impact
of each home sold in Virginia.
The percentage of national homes sales are up from
May 2015 to May 2016, the highest annual pace since
February 2007.
The percentage of rent growth for apartment
complexes nationwide, with occupancy averaging
94.6%. The apartment market is expected to remain
well above long-term averages in both annual
effective rent growth and occupancy rate during
2016.

10

The number of Martin’s stores to be purchased by
Publix, pending FTC approval.

86.6

The percentage of the combined industrial
occupancy rate in Greater Richmond for 2Q 2016.
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NAR’s latest Commercial Real Estate Outlook
offers overall projections for four major
commercial sectors and analyzes quarterly data
in the office, industrial, retail and multifamily
markets.
Commercial real estate in small cap markets
maintained its upward momentum during the
first half of 2016, with REALTORS® reporting
continued improvement in fundamentals and
investment sales.
The proportion of members who closed deals
in the second quarter of 2016 advanced to 66
percent, from 58 percent in the first quarter.
The direction of commercial business
opportunities during the second quarter of 2016
rose 5.6 percent from the prior quarter.
Commercial real estate sales in large cap markets
declined in the first half of 2016 (H1.2016), due to
a weak first quarter.
The volume of commercial sales in LCRE markets
totaled $219.2 billion in H1.2016.
See the full report at:
realtor.org/reports/commercial-real-estate-outlook
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FEATURED PROPERTIES
joynercommercial.net/property-search

Mixed-Use

For Sale

Mixed-Use

For Sale

314 N 2ND STREET | RICHMOND
$899,000 | 5,673 SF
SUSAN HAAS | (804) 349-5788

2053 W BROAD STREET | RICHMOND
$1,399,900 | 10,608 SF
KERRY RILEY | (804) 432-2688

Historic tax credit
redevelopment opportunity
and qualifies for tax abatement
program on a block off Broad St.
3-story zoned B-4 community
business, allowing for retail/
restaurant, residential, service
and/or office.

Successful, upscale bar/
restaurant in first level, two large,
upscale apartments to rear of
building which are 711 N Allison
ST units A & B. One 3 bed/1 bath
unit. One 4 bed/1 bath unit.

Land

Multifamily

For Sale

Office

For Sale

Land

For Sale

3806 CHAMBERLAYNE AVE | RICHMOND
$430,000 | 4,880 SF
BLAKE POORE / CURT REISCHETTER
(804) 612-0126

5711 CHAMBERLAYNE AVE | RICHMOND
$899,000 | 15,209 SF
CHERYL HAMM, CCIM | (804) 967-2765
BILL PHILLIPS | (804) 967-2739

This is an eight unit apartment.
Seven units are one bedroom
and one bathroom. One unit
is a two bedroom and one
bathroom. Storage garage on
the rear of the property that
rents for $125 per month.

Two-story office building on 3.4
acres with great visibility from
I-95N. There is also a walk-out
basement currently used
for office and storage space.
Directly off I-95 ramp.

5 acres of land at the corner of
Happy Hill and Harrowgate
Raod in Chester, Virginia. Zoned
A-1, possible Commercial.
Signalized intersection of
Harrowgate and Happy Hill
Roads In Chester, Virginia.

Industrial For Lease

Office

Industrial

Retail

12325 KAIN ROAD | GLEN ALLEN
$3,500,000 | 10.37 ACRES
SUSAN HAAS | (804) 349-5788

6503 OLD WARWICK RD | RICHMOND
$5.96/SF/YEAR | 3,623 SF
BILL PHILLIPS | (804) 967-2739

7603 FOREST AVE, #204 | HENRICO
$13/SF/YEAR | 2321 SF
BILL PHILLIPS | (804) 967-2739

1145 TRICOUNTY DR | OILVILLE
$7/SF/YEAR | 6,675 SF
BILL PHILLIPS | (804) 967-2739

Includes almost a half mile of
road frontage on N. Gayton
from Kain Rd. almost to Bacova
Rd.- County will recommend O2
Office Condos and possible R5A

Flexible space with loading dock,
offices and 2 bathrooms. Close
to Chippenham Parkway. Easy
access to highways. Convenient
to I-64, I-95, Powhite Parkway
and 288.

Versatile medical office
layout includes waiting room,
receptionist/office area, 4
exam rooms with water, break
room, lab, 5 offices and small
conference room.

Solid and well-maintained building
has versatility and M-2 zoning
to accommodate a variety of
commercial businesses.Available
space includes showroom, office,
shop, mezzanine and warehouse.
Owner able to provide shipping
services for additional fee.

For Sale

Recently Sold |

For Lease

For Sale

13400 HAPPY HILL ROAD | CHESTER
$650,000 | 5.05 ACRES
JAY ASHCRAFT | (804) 564-5682

For Sale

3202 W CARY STREET | RICHMOND
$899,000 | 2,100 SF
LAIKYN SEVERSON/THOMAS DENZLER
(804) 221-2715
Upper level of two-story
brick building. Located in the
heart of Cary Town with many
nearby amenities. UB Zoning,
promoting a wide range of
potential uses for the property.
Space formerly used as a salon.

Joyner Commercial reports the
following second quarter deals.

Corey Weiner purchased 4 warehouse condo units at
711 Hospital Street, Units 5-8 in the City of Richmond.
Bill Phillips and Cheryl Hamm represented the Seller
and Jay Ashcraft and Dale Smith represented the
Purchaser.
Health First Chiropractic Inc. leased 3,528 sf of office
space at 10520 Nuckols Road in Henrico County.
Cheryl Hamm represented the Tenant.
Aburoman Mehmoud purchased 134 E. Wythe Street
in the City of Richmond. Kerry Riley handled the
transaction for both Seller and Purchaser.
Ronnie Petidos leased 2,300 sf at 2300 N. Lombardy
Street in the City of Richmond. Kerry Riley handled the
negotiations for both Landlord and Tenant.

Freedom Church United leased 3,747 sf of office space
at 9601 Janway Road in Henrico County. David Feibish
and Bill Phillips represented the Landlord.
Commercial One Electrical Contractor leased 3,068
sf at 1206 Shockoe Lane in the City of Richmond. Bill
Phillips represented the Landlord.
S.B. Ballard Construction Co. leased 1,189 sf at 1206
Shockoe Lane in the City of Richmond. Bill Phillips
represented the Landlord.
Central Virginia Gymnastics LLC leased 4.800 sf from
1562 Standing Ridge Drive in Powhatan County. Bill
Phillips represented the Landlord.
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