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— NORTH ATLAS

COMMERCIAL REAL ESTATE

Commercial real estate can be a lucrative
investment but rising interest rates can
pose a challenge for owners and potential
purchasers. Interest rates play a crucial
role in determining the cost of borrowing
and can affect the overall financial
viability of a commercial real estate
investment. In this E-Book, we will provide
5 tips for navigating rising interest rates
in the commercial real estate market in

Manitoba, Canada.




Maintain a Strong Financial Position

Rising interest rates can have a significant impact on the financial viability of commercial real estate invest-
ments. It’s essential to have a strong financial foundation to weather any potential interest rate hikes and
maintain the stability of your investments. Here are three ways to strengthen your financial health:

A. Pay Down Debt

Reducing debt levels can help improve your
financial position and increase your borrowing
capacity in arising interest rate environment. This
can make it easier to secure financing for new
investments or refinance existing properties. By
paying down debt, you can reduce the amount of
interest owed and increase your overall financial
stability.

B. Increase Cash Reserves

Having a solid cash reserve can provide a cush-
ion in case of economic downturns or unexpect-
ed expenses. It can also help with making timely
payments on loans and mortgages in a rising
interest rate environment. Building a cash reserve
can provide peace of mind and financial security
in the long run.

C. Improve Credit Scores

A good credit score is essential in securing financing for commercial real estate investments. In a rising
interest rate environment, lenders may be more selective in choosing borrowers and may require high-

er credit scores to secure financing. Improving your credit score can increase your chances of securing
favorable interest rates and terms when borrowing money. It can also help you negotiate better terms with
lenders, reducing the impact of rising interest rates on your investments.

By focusing on paying down debt, increasing cash reserves, and im-
@ proving credit scores, owners and potential purchasers of commercial
d-Al real estate can strengthen their financial health and be better pre-
pared for any potential interest rate hikes.



Invest in Properties with Strong Fundamentals

Investing in properties with strong fundamentals can help reduce the impact of rising interest rates on your

commercial real estate investments. By focusing on properties with stable occupancy rates, solid tenant

mix, and a proven track record of generating consistent cash flow, you can ensure a steady stream of in-

come and protect your investments in a changing interest rate environment. Here are three ways to identify

properties with strong fundamentals:

A. Assess Occupancy Rates

Properties with stable occupancy rates are less
likely to be impacted by changes in interest rates.
High occupancy rates indicate a strong demand
for the property, which can help maintain rent-
alincome and offset any potential increases in
borrowing costs. It's important to regularly assess
occupancy rates and ensure that they remain
stable and consistent over time.

B. Look for a Diverse Tenant Mix

Properties with a diverse tenant mix can help
mitigate the impact of tenant turnover or vacancy
rates. A mix of tenants from different industries
and with different lease lengths can provide a
steady stream of rental income, reducing the im-
pact of any potential changes in interest rates.

C. Consider the Track Record of Generating
Cash Flow

Properties with a proven track record of gen-
erating consistent cash flow are more likely to

be resilient in a rising interest rate environment.
This track record can provide confidence in the
property’s ability to maintain rental income and
generate returns, even in a changing interest rate
environment. By focusing on properties with a
strong history of generating cash flow, owners
and potential purchasers can ensure a steady
stream of income and protect their investmentsin
arising interest rate environment.

Sl By investing in properties
RYA with stable occupancy rates,
a diverse tenant mix, and a

proven track record of generating
cash flow, owners and potential
purchasers can reduce the impact
of rising interest rates on their
commercial real estate invest-
ments. This can provide peace of
mind and financial security in the
long run.



In a rising interest rate environment, traditional
financing options may become less attractive,
leading to higher borrowing costs and lower
returns on investments. However, there are alter-
native financing options available that can help
mitigate the impact of rising interest rates on your
commercial real estate investments. Here are
three alternative financing options to consider:

A. Debt Refinancing

Debt refinancing involves replacing an existing
loan with a new one with more favorable terms,
such as lower interest rates or longer repayment
terms. This can help reduce borrowing costs and
increase cash flow, providing more stability in
arising interest rate environment. It's important
to carefully consider the terms of any refinanc-
ing options and ensure that they align with your
investment goals and risk tolerance.

B. Joint Ventures

Joint ventures allow for sharing the costs and
risks of a real estate investment with a partner.
This can provide access to financing and other
resources, reducing the impact of rising interest
rates on your investments. Joint ventures can also
provide access to different skill sets and exper-
tise, helping to mitigate risk and improve the
success of your investment.

Consider Alternative Financing Options

C. Equity Financing

Equity financing involves raising capital by selling a
portion of ownership in the property. This can pro-
vide a significant influx of capital without the need
to take on additional debt, reducing the impact of
rising interest rates on your investments. It's import-
ant to carefully consider the terms of any equity
financing options and ensure that they align with

your investment goals and risk tolerance.

Bl purchasers of commercial real estate can reduce the impact of rising

By considering alternative financing options, owners and potential

interest rates on their investments and maintain financial stability in a
changing interest rate environment. It’s important to carefully evaluate each
option and ensure that it aligns with your investment goals and risk tolerance

before making a decision.



Assess Cash Flow Regularly

In a rising interest rate environment, it’s crucial to regularly assess the cash flow of your commercial real es-
tate investments to ensure that it remains stable and consistent. By carefully monitoring your cash flow, you
can identify potential risks and make changes to your investment strategy as needed to maintain financial
stability. Here are three key factors to consider when evaluating your cash flow:

A. Rental Income

Rentalincome is a key factor in the cash flow of your commercial real estate investments. By regularly
monitoring rental income, you can ensure that it remains stable and consistent, even in a changing interest
rate environment. It's important to consider factors such as tenant turnover, rent adjustments, and lease
renewals when assessing rental income.

B. Operating Expenses C. Debt Service

Operating expenses, such as property mainte- Debt service, such as interest and principal
nance, utilities, and insurance, can impact the payments, can also impact the cash flow of your
cash flow of your investments. By regularly mon- commercial real estate investments. By regularly
itoring operating expenses, you can identify any monitoring debt service, you can ensure that it
potential cost increases and make changes to remains manageable and sustainable, evenin a
your investment strategy as needed to maintain rising interest rate environment. It’'s important to
financial stability. It's important to consider factors consider factors such as loan terms, interest rate
such as inflation, changes in market conditions, fluctuations, and debt refinancing options when
and the cost of capitalimprovements when as- assessing debt service.

sessing operating expenses.

W By regularly assessing cash flow and considering these key factors,
owners and potential purchasers of commercial real estate can maintain
financial stability and reduce the impact of rising interest rates on their
investments. It’s important to remain vigilant and make changes to your invest-
ment strategy as needed to ensure long-term success in a changing interest
rate environment.



Obtain Expert Guidance

Navigating rising interest rates in commercial real estate can be complex and challenging, and it’'s import-

ant to seek expert guidance to ensure the best possible outcomes for your investments. Here are three

key reasons to consider seeking professional advice:

A. Market Insights

Commercial real estate professionals have a
deep understanding of the market, including
trends, conditions, and challenges. By seeking
their advice, you can gain valuable insights into
the current market and make informed decisions
about your investments. They can also provide
guidance on strategies for mitigating the impact
of rising interest rates on your investments.

B. Tax Considerations

Tax considerations play an important role in com-
mercial real estate investments, and professional
advice from a qualified accountant and taxation
lawyer can help you navigate the complexities of
tax laws and regulations. Tax experts can provide
guidance on strategies for minimizing tax liability
and maximizing returns, helping to reduce the im-
pact of rising interest rates on your investments.

C. Risk Management

Risk management is an important aspect of com-
mercial real estate investments, and professional
advice can help you identify and mitigate risks.
Commercial real estate professionals can provide
guidance on strategies for managing risk and
protecting your investments, including strategies
for dealing with fluctuations in the market and
rising interest rates.

vice, owners and potential

purchasers of commercial real
estate can gain valuable insights,
minimize tax liabilities, and manage
risks. It’s important to choose a rep-
utable and experienced commercial
real estate professional who can
provide expert guidance and support
to help ensure long-term success in
a changing interest rate environment.

By seeking professional ad-



Conclusion

Rising interest rates can pose a challenge for owners and potential purchasers of commercial real estate
throughout Manitoba. However, by following these 5 tips, you can better navigate these changes and main-
tain the financial viability of your investments. Maintaining a strong financial position, focusing on properties
with strong fundamentals, considering financing options, evaluating cash flow, and seeking professional
advice are allimportant steps in this process. With the right strategy and planning, you can successfully nav-
igate rising interest rates and continue to achieve financial success in the commercial real estate market.

In Manitoba, whether you're looking to buy or sell commercial property, now or in the years to come, the
North Atlas team standing by, ready to help you to navigate your needs in the commercial real estate market.

Call 204-942-2400

Today for a FREE CONSULTATION!




