
The Southeast: A Magnet for 
Foreign Real Estate Investment 

Why do foreign real estate companies invest in 
the southeastern United States? To answer this 
question, we need to reflect on the environment 
in which they make their decisions. Real estate 
opportunities in other countries are limited and, 
to a great extent, these markets are saturated 
with developed projects. Government restric-
tions in foreign countries also help focus inves-
tors' attention on the United States, as does the 
imbalance between the rights of real estate users 
and the rights of real estate owners and devel-
opers. For example, in the case of Canada, whose 
population is approximately 10 percent that of 
the United States, tremendous economic re-
sources have accumulated with insufficient op-
portunities to expend them. Many of these 
resources are concentrated in the hands of 
strong corporations or powerful families. Restric-
tive government policies and the Canadian econ-
omy's weakness relative to that of the United 
States pose obstacles to development in that 
country. 

Faced with these constraints, Canadian de-
velopers look south to find opportunities for 
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massive investments in such states as Georgia, 
Texas, and Florida The developers' activities 
have driven up land prices dramatically, hardly 
endearing the Canadians to local developers. 
Also, in areas such as Houston and Dallas, foreign 
investment accelerated office development at a 
time when the cities were entering severe reces-
sions. These foreign office developments, cou-
pled with natural growth of the domestic office 
development market and layered into the reces-
sion and the oil crunch, created a tremendous 
overhang in these markets. I've heard that in 
Houston, for instance, the unoccupied office 
space exceeds the entire office market in the city 
of Cleveland. Nevertheless, construction con-
tinues in Texas. 

Florida's housing market remains a glittering 
pot of gold for foreign investors. Many Canadians 
and Europeans winter in Florida, and South 
Americans have invested heavily in the southern 
portion of the state. Foreign developers, along 
with their domestic counterparts, observed the 
trend and began building new housing at a 
frenetic pace. 

Florida's luxury condominium market became 
more dependent on sales to South Americans. 
Indeed, entire buildings were sold sight unseen, 
from brochures and from floor plans, to South 
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American buyers eager to convert their unstable 
currencies into U.S. investments. Some sales 
were paid all in cash, but most were made for 10 
or 20 percent down, the remainder provided 
through mortgages from U.S. financial institu-
tions. Whole buildings—some of which have yet 
to receive their first occupant—were sold in this 
fashion. Eventually, South American money dried 
up and the dollars increased strength made 
European investments in second homes in the 
United States financially unattractive. However, 
the momentum of condominium development 
caused construction of new projects to com-
mence for more than a year after the market 
clearly had turned downward. Contracted sales 

"The Southeast's ability 
to grow, both physically 
and through creation of 
new jobs, provides a 
unique milieu for invest 
ment and will encourage 
foreign investment in this 
region far intothefuture." 

In recent years, Atlanta has seen its share of 
foreign investors, including Cadillac Fairview, 
develop shopping centers in the city's suburban 
market. Regional shopping centers in Atlanta are 
inherently less risky than office or residential 
developments because the department stores' 
commitments, once secured, preclude devel-
opment of competit ive regional centers within 
the trade areas of those stores. This reduced-risk 
factor exists because Atlanta traditionally has 
had only four major department stores, and 
should not change even though other depart-
ment stores have announced their entry into the 
Atlanta market. 

A developer requires only three to four depart-
ment stores to make a successful super-regional 
shopping center. But some cities, such as Hous-
ton or Dallas, contain 10 to 12 major department 
store chains. Frequently, the impetus for a new 
shopping center is created by these department 

stores rather than by the economic needs of the 
smaller stores in the market Thus, in Houston 
one might see two or three shopping centers, 
each covering a million square feet within several 
miles of each other. Even in a healthy economy, 
such concentration almost always creates severe 
problems. 

Throughout the United States, but especially 
in the Southeast working wi th a local developer 
familiar wi th a marketplace has been important 
for the success of foreign development compa-
nies. Cadillac Fairview formed a successful part-
nership in Atlanta with Scott Hudgens, a promi-
nent local developer, that has continued through 
all the retail projects that Cadillac Fairview has 
undertaken in the area. 

Notwithstanding the successful track record of 
Cadillac Fairview, three or four years ago some of 
the major banks in Atlanta were reluctant to 
provide construction loans for such premier 
projects as Gwinnett Place and Town Center, a 
major multi-use project opening soon in Cobb 
County. Cadillac Fairview applied to Atlanta 
banks merely because it seems appropriate to 
develop local banking relationships. But outside 
banks were more eager to make the loans. In 
fact financing was secured from Canadian and 
New York banks. 

The future is bright for foreign investment in 
real estate in the United States in general, and 
the Southeast in particular. This country's free 
enterprise system is the most productive environ-
ment in the world for real estate development 
Political stability encourages such development 
even in the face of overbuilt markets, for devel-
opers know that in the long term their invest-
ments will be secure and intact. 

The Southeast's ability to grow, both physically 
and through creation of new jobs, provides a 
unique milieu for investment and will encourage 
foreign investment in this region far into the 
future. The level of work productivity and the job 
creation potential that exist in the Southeast are 
unmatched elsewhere in the United States. The 
region's attitude toward government and busi-
ness as cooperative ventures is a salient factor in 
the decision to do business in the Southeast My 
experience both as a representative of a foreign 
corporation and as an American starting a new 
real estate company convinces me that no part of 
the United States surpasses the Southeast in 
encouraging investment and development If 
this region continues along its present path, it will 
continue to dominate growth in this country. 
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