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FEATURE Developers brings title insurance, transparent financing, Canadian lenders to real estate deals

The taming of Mexico

FRANK O'BRIEN
WESTERN INVESTOR

n Mexico thereisaslang word for cour-
age —cojones—and Jack Perlman may
embody the term better than most.

Perlman, aformer New Yorker, has appar-
ently tamed Mexico’s notoriously rough real
estate market, at least along afour-mile stretch
of Caribbean beach inthe RivieraMaya area.

There, over the past 17 years, Perlman’s
company, Condo Hotels Playadel Carmen,
has built and sold out four condomini-
um hotel projectsand pre-sold a hefty
portion of its fifth development, El
Taj, despite condo pricesthat can top
US$1 million. El Taj, with 27 of
the 41 units pre-sold, will open in
January.

This would be a success in good
times, but Mexico real estate devel-
opers are fighting through fears of
the HIN1 (swineflu) virus, aglobal i
economic recession and a shocking !

Mexican crime rate, all of which have ham-

mered real estate and scared tourism.

Perlman agrees Mexican real estate does
not normally inspire confidence among North
American investors. He has seen caseswhere,
after deposits have been made, the devel oper
has simply disappeared with the money.

This has happened even with brand-name
properties, such asthe Trump Baja, where $32
million in pre-sale deposits are missing after
the project was cancelled earlier thisyear. In
most of Mexico, Perlman explained, deposits
are not required to be placed in atrust, asin
Canada or the U.S. “Devel opers can use the
money anyway they want,” he said.

Perlman, however, has insisted on bringing
U.S.-styletitle insurance to his developments,
and has led the charge in the use of escrow
accounts to protect deposits. American Title,

one of the largest title insurance companiesin
the U.S., now has an office in Perlman’s com-
plex.

As well, his company deals with a local
Scotiabank office in Playa del Carmen to
arrange financing for Canadian investors, who
he said, make up 40 per cent of hisbuyers.

Thepricesareeye-popping. AttheEl T4, pre-
construction pricesfor one bedroom units start
at $300,000; atwo-bedroom, 1,204-square-foot
condoislisted at US$775,000, and three-bed-
room suites average US$1.2 million. Perlman
claimsthat 27 of the units have been pre-sold,
including to “several” Vancouver buyers. In
defending the prices, he cited the beachfront
location and the high-quality finishes and top-
of-the-line appliances.

A New York-based hedge fund recently
bought seven units at El Taj, Perlman said,
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TOP: Condo Hotels Playa del Carmen in
Mexico’s Riviera Maya. LEFT: Jack Perlman:
U.S.-style title insurance, Canadian bank-
ing ease fears for Mexico investors.

which hesaidisa“good sign.”

Whether al of the pre-saleswill close, how-
ever, isthe big question because, as Perlman
notes, most of the pre-saleswere made prior to
the economic tsunami that has hit beachfront
resorts around the world.

Thereare other reasonswhy someinvestors
may get cold feet. Due to fears of Mexican
crime and the HIN1 virus, plus the economic
downturn, occupancy rates at Perlman’s con-
do-hotelshavefallento 40 per cent, compared
with an average of 65 per cent in 2008.

The crimerate in the RivieraMaya areais
not considered high, according to thethe U.S.
State Department and Canada’s Foreign
Affairsoffice, both of which notethat most of
Mexico's serious crime is centred in the drug
corridors along the U.S. border. Canadian
travel warningsto Mexico dueto HIN1 were
liftedin May.

Still, fears have resulted in fewer” tourists

and lower occupancy levels, certainly a con-
cern to would-be investors.

According to Perlman, the typical $300,000
one-bedroom hotel condo would rent for
around $250 per night in high season. Of this,
the management fees and commissions take

. 50 per cent. Perlman contendsthat it is equity

appreciation, not rental income, that isthe big
draw for investors in the Playa Del Carmen
region.

| On Mexico's West Coast, a B.C. developer

claims to be the first to take advantage of
changes to Mexico's archaic Agrarian Laws
which have long restricted development on
aboriginal lands.

Kelowna, B.C.-based Isla Cortes
Development Ltd., is attempting to find
investorsto back its multimillion-dollar resort
bid in the state of Sinaloa. The project, cen-
tred near the town of Los Mochis on the Sea
of Cortez, directly across from LaPaz on the
Baja Peninsula, isto evolveinto aresort hotel
and condominium complex on 900 acres of
land, according to Bill Messer of Century 21
Seaside Realty Inc.

Until recently, theland wasunder the control
of Ejido Communal Groups, but recent chang-
esto Mexico'sAgrarian Lawsallow the Eljido
owners to title the land as private property,
according to Greg Alfonso of Alfonso Law
Corp., lega counsel for Isla Cortes. Alfonso
said Isla Cortesisthe “first devel oper, foreign
or otherwise, to partner with the [Mexican]
First Nations’ in aresort development.

LosMichosisashort flight from California
and has both an international airport and a
deep-water seaport. “Weareredly just getting
started on the development,” Messer said.

The developers will have to overcome the
area’sugly reputation for crime and drug mur-
ders.

According to the U.S. State Department,
“Sinal oa experiences high rates of violenceand
isconsidered hometo the Sinal oa [ Federation]
Cartel, one of the strongest and most violent
[drug] cartelsinMexico.” Last year alonethere
were 1,059 homicidesin the state.

Lower Mainland

Land for Sale
Richmond .4 acre, semi riverfront
Surrey 1.1 Acre, rancher.................... $599K
Fraser Hwy, Surrey IB/MF

1.751014.2 acres

Retail for Sale
1000 — 20,000 sf new
Business park Central Surrey from ...$249K

Retail for Lease
Busy King George Hwy & 80 Ave

1100 — 2500 sf exposure ............ $17 S.F
Scott Road 1100 — 2900 sf............ $13 S.F
Offices for Sale

3 busy Surrey locations

1100 - 5000 sffrom ................. $129,900
Offices for Lease

10 Surrey locations — any size

Any floor — exposure from .............. $6 S.F

Warehouses for Sale
1450 sf + 1100 sf up, Surrey............. $289K

2650 sf exposure, Newton —............. $475K
Warehouses for Lease
Cloverdale or Newton from ....... $7.10 S.F.

—, 1 Jervy Po
Sutton y 604)7/24 7000

Medallion Realty

Available Properties

SURREY (FLEETWOOD)
2 LOT SUBDIVISION
$1,189,000.00

WHITE ROCK
NEW EXECUTIVE HOME
$948,000.00

White Rock Waterfront
3 ACRE / 10,000 sq/ft
$16,900,000.00

SURREY
10,000+ sq/ft ESTATE HOME
$2,350,000.00

0S0Y00S
LAKEFRONT RV LOTS FROM ONLY
$151,000.00

PENTICTON
LUXURY MOUNTAIN TOP HOME
$2,649,000.00

COMOX

NEW PRIME RETAIL FOR LEASE NEXT TO SHOPPERS.

Please visit our website for more details
www.monarkinvestments.ca

604-592-7250

We have Buyers Looking for:
Golf Courses, e-commerce companies

PENTICTON
LAKEFRONT PENTHOUSES
1 BDRM: 559,000.00 | 3 BDRM $1,699,000.00

PORT COQUITLAM
4 LOT SUBDIVISON
$1,249,000.00

SURREY (FLEETWOOD)
4 LOT POTENTIAL
$1,599,000.00

LANGLEY
46 PRIVATE ACRES (ALR)
$6,250,000.00

MAPLE RIDGE
16 ACRES + LARGE HOME
$2,100,000.00

Sheraton Four Points (Victoria) O(‘o
117 Room New Hotel
$18,300,000.00

LANGFORD

CONDO SITE APPROVED FOR UP TO 188 UNITS
$4,500,000.00

Trades considered. Financing Available

MONARK
INVESTMENTS

§M Sutton Premier Realty

YOUNG YOON, B.A. ano TEAM
CEL: 604-808-5024

Young Yoon EMAIL: YOONY@SUTTON.COM

To view listings, please visit
WWW.YOONYO0.COM

Picture Frames Wholesale Biz

Hugely successful wholesale business that
sells across Canada. Great Net income. Set
up for easy operations. Asking price doesn't

T |nventoryPriced for quick sale $99,900

False Creek Retail Strata For
Sale or for Lease

5,690sqft. strata retail space in prime
location in False Creek close to Granville
Island & Olympic village with street
exposure.

Asking 1.49 million or lease for $18/sqft.

White Rock Building

Single Tenant building in prime spot on
Marine Dr. right across from the pier. Net
Income of $64,200/yr. Asking $1.45 M

Clothing store on North Rd.
Coquitlam Asking $9,000

Shoe Repair Business in North
Vancouver Asking $149,000

Princeton B.C. Building
Asking $1.19 M 3740 sq. ft. Dairy Queen
as tenant. 3/4 acre lot, approximately
12 years old, triple net lease $6600/
month to 2012(net $79200/year),
S5year option at $7000($84000/year)
owner wants to sell. Realtor co-operating.

WWW.YOONYO0.COM
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