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Paragon Commercial Group and Canyon Partners Real Estate continue to eye deployment in key
West Coast markets, including further afield than the core markets in California that have been
initially targeted.

Paragon is in a joint venture with the Canyon Catalyst Fund, a discretionary separate account
managed by Canyon Partners Real Estate on behalf of the California Public Employees’ Retirement
System. The venture is actively looking at retail properties in Oregon, Washington and Colorado in
its current pipeline, according to Jim Dillavou, principal at Paragon.

“We’re actively looking to expand into additional West Coast markets,” Dillavou told REFI. “We
want to be very careful about that expansion, however. We usually like to spend a few years
knowing a market on a granular basis.”

The partnership just completed its eighth investment, a grocery-anchored shopping centre in
Orange County, California. The firm’s primary market is still its home state.

Despite tailwinds in the overall retail sector, exacerbated by an acute pivot to ecommerce
accelerated by Covid, the sector can be broken down into successful areas that Dillavou believes
the partnership is equipped to take advantage of. For example, daily-trip driven retail such as
grocery-anchored centres differs meaningfully from malls, lifestyle centres, unanchored strip
centres, or triple net property.

“All those subcategories behave and act very differently. We think that the pandemic has proved
that philosophy,” he said. “In the last 18 months, grocery-anchored retail has performed extremely
well, even compared to multifamily and other darling asset classes.”
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The JV sees retail investing as an active property type relative to its peers. This shift happened 10
years ago, Dillavou said, creating an opportunity set now as passive owners don’t have the
capability to take on the asset management requirements for the properties.

Some of the repositioning Paragon and Canyon can do is simple, bringing a property’s rents to
market rates or even simply leasing it up. Given the US is over retailed, the business plan can also
be more complex, requiring a conversion of some or all of the big box space into something like
multifamily or last mile distribution, Dillavou said.

“Sometimes I say we’re less in retail and more in the space business,” he added.

When sourcing a deal, Dillavou noted that the partnership tends to focus on fundamental real
estate metrics like rents relative to the market, basis compared to properties in the area, or
discounts to replacement values rather than the IRR. He believes them to be more durable than
IRRs, adding that good performance is likely to work out on a good deal anyway.

According to Dillavou, the partnership isn’t looking for a specific number to grow to; it’s not AuM
driven and focuses on finding the right deals.

“We’re talking about $15m to $40m acquisitions as opposed to couple-hundred-million-dollar
office buildings,” he said.

Previous Article

Tacoma preps investment consultant search

Next Article

AEW blasts through target in $1.5bn Asia
fund close

https://platform.refi.global/intel/tacoma-preps-investment-consultant-search-3?a=358925
https://platform.refi.global/intel/aew-blasts-through-target-in-1-5bn-asia-fund-close?a=358800

