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Despite Housing Sales Slump

~yReal

Estate

IS STILL A HOT INVESTMENT
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eal estate investor R. Donahue Pee-
R just a newborn when his
parents purchased fheir Washington,
0.0, home in 1960 for $16,000. In 2008,
Donahue's dad sold the home for nearly
SHCO, 00,

“You cun see that real estate performs
really well,” says Peebles, 47, author of
The Peebles Principles, a book in which
he offers advice on how tobecome a sue-
Jreneur
| estate can be profitable,
The National Association of Realtors
(NAR: reports that delinquencies and
foreclysures are on the rise and are pro-
ected to continue through 2008 (See
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Because of dl the buzz surrounding

teclines in the real estate market, many

shy away from investing cap-
property, but some professionals
1w is a good time to buy.
imply fulfilling one of our basic
needs tshelter), we can also invest well
» As chiairman and CEOQ of The Peebles
Corperation, R. Donahue Peebles oversees 3 $4
billion real estate portfolio, His book. The

Peebles Principles. offers tips on how to become
a succastiul entrepreneur

45

and protect ourselves for retirement and
hedging against inflation, so that's why [
think real estate isa good long-term pur-
chase and under those circumstances, it
is the best investment for the average
person,” explains Peebles, head of The
Peebles Corporation, the largest Black-
owned real estate development firm in
the United States.

With a portfolio of four-star hotels,
residential and commercial properties
in major cities, including Washington,
D.C., Las Vegas, Detroit, Minmi, San
Francisco and New York, Peebles has
more than $4 billion of current devel-
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opment projects.

His real estate philosophy is simple.

“We want to buy when fewer people
are buying and we want to sell when few-
er people are selling,” Peebles tells JeT.

He knows firsthand because he built
his wealth at a time when buvers were
drifting away from purchasing property.

“In the late '80s, early '90s, banks
were being told by the federal govern-
ment not to make any more real estate
loans, and they were closing savings and
loans and other banks. That depressed
real estate values. People were running
from real estate, investors were run-
ning from real estate, and it was hard
to buy real estate because you couldn't
get money from banks to buy it,” ex-
plains Peebles.

“However, that's when the private
equity funds were formed for real estate
investment purposes by Wall Street.
Those [unds and the individuals who
backed those funds or became investors,
made billions of dullars.

“They made {ortunes because people
were buying in the early 1990s and by
the late 1990s, the real estate market
had turned around completely and went
into a boom. People were buying proper-
ties at 10 cents, 20 cents on the dollar. I
was one of those people buying back
then, too. The market only came back to
what it was previously, but it appreciat-
ed significantly more than what it was
before. So by just doing nothing but buy-
ing, great fortunes remained during that
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time period,”

Peebies thinks that buyers who pur-
‘hase residential and/or commercial
properties now may look forward to a
sirnilar situation,

“This time around, we don’t have the
fundamental problem here-people aren’t
losing their jobs, interest rates aren’t out
of whack, banks aren't being closed, so
the underlying fundamentals aren’t bad.
We just have had such a massive expan-
sion of real estate, that the supply has
exceeded demand.” "

Peebles makes a valid point. The NAR
reports that while housing prices are
now somewhat soft in many regions of
the country, it is unlikely that prices will
drastically decline further, due to “a
large pent-up demand accumulating that
will be unleashed in a short matter of
time-our best estimate is early 2008.”

If and when this occurs, residential
property sales are expected to rise.
Commercial properties also are pro-

jected to incline.

“We're forecasting that there's going
to be an increase of activity for those
commercial brokers involved in leasing
or selling commercial property,” says
Scott MacIntosh, NAR senior economist
commercial investment real estate.

“If you look at future job growth
prospects, it looks good and the demand
for office space to accommodate those
jobs, industrial space to accommodate
those jobs, [ think we're going to see an
increase.”

[f you're not ready to make that leap
into major real estate developments,
Peebles advises that you still consider
investing in a home.

“Itis the safest individual investment.
When you look at investing in the stock
market and so forth, that requires a lot
more skills. However home ownership
doesn't require skill in terms of a special-
ized skill and you get a totalitarian use
out of it.” 7
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