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Nearly two years after one 
of the largest leveraged 
buyouts in history, some 

of the real estate players who pur-
chased buildings from the Black-
stone Group have seen their for-
tunes dwindle, while others have 
received a strong return on their 
investments. 

The Blackstone Group’s $39 
billion purchase of the Equity Of-
fice Properties portfolio in Feb-
ruary 2007 included nearly 543 
buildings nationwide in a slew of 
major U.S. cities. 

When Blackstone immediately 
turned around and began selling 
off its new portfolio in pieces at the 
peak of the commercial market, it 
left several winners and losers in 
its wake. 

Its most high-profile victim 
was, of course, real estate titan 
Harry Macklowe, who famously 
bought seven Midtown towers 
from Blackstone in a highly lever-
aged deal before the bank seized 
them earlier this year. But Mack-
lowe wasn’t the only one who got 
in on the action. And questions 
remain: How did the Blackstone 

Group do and what happened to 
the others who purchased from the 
private equity firm?

Since Blackstone made its big 
Equity Office purchase in 2007, 
it has sold just under half of the 
543 buildings it bought, or 261 
buildings. Those buildings went 
to 15 investors, including Beacon 
Capital, which bought 42 build-
ings; Maguire Properties, which 
bought 41; and Morgan Stanley, 
which snagged 10.   

In total, Blackstone sales gar-
nered $25 to $30 billion, say 
sources familiar with the com-
pany. All of those sales took place 
before last August, when the com-
mercial real estate market began 
to tank. 

“There’s no question that some 
of the spinoff buyers who used 
short-term leverage are running 
into some difficulties,” said Dan 
Fasulo, managing director of Real 
Capital Analytics. “Any major deal 

done at the top of the market in 
2007 with short-term leverage is 
in trouble for the most part. Some 
folks got stuck without a chair 
when the music stopped.”

Given the timing of Black-
stone’s sales and the fact that it 
intended from the beginning 
to hold some of the properties it 
bought from EOP, the firm made 
out swimmingly. The power-
house private equity firm, which 
made hay in 2007 when it went 
public at the top of the market, is 
headed by colorful chief executive 
Stephen Schwartzman — who fa-
mously threw himself a multi-mil-
lion-dollar birthday bash in 2007 
and profited handsomely from the 
EOP acquisition.

“Blackstone did pretty well,” 
said Barry Vinocur, editor of 
REIT Wrap, a daily e-mail news-
letter. “Some of the people it sold 
to flipped the properties them-
selves. How you turned out de-
pends on where you were in the 
food chain.” 

And, it goes without saying 
that real estate titan Sam Zell, who 
founded EOP, an REIT, and sold 
its massive portfolio to Blackstone 
for the inflated price of $39 billion, 
made out well. In addition to his 
real estate fortune, Zell, a billion-
aire who reportedly nicknamed 
himself the ‘grave dancer’ because 
of his knack for snapping up dis-
tressed assets, owns the Tribune 
Company. He is trying to unload 
the Chicago Cubs baseball team, 
one of the most profitable fran-
chises in sports. 

Beacon Capital of Boston, 
which bought 42 of Blackstone’s 
properties in the Seattle and 
Washington, D.C. area for $6.4 
billion, the largest buyer of Black-
stone properties in terms of num-
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$66,100,000
Direct Equity

Multifamily – Houston, TX

$5,400,000
B-Note Acquisition

Industrial/Office – Norcross, GA

$15,100,000
Whole Loan Acquisition

Multifamily – Reno, NV

$10,700,000
Direct Equity

Industrial/Warehouse – Tempe, AZ

$27,900,000
Whole Loan Acquisition
Industrial – Grand Rapids, MI

$25,000,000
B-Note Acquisition

Residential – Bellevue, WA

$19,300,000
Direct Equity

Industrial – Brooklyn, NY

$19,000,000
Whole Loan Acquisition

Multifamily– Houston, TX

$11,400,000
Mezzanine Loan

Hospitality – Pompano Beach, FL

Continued on page 145

Macklowe Properties         7 $6.6 billion Flopped. Buildings were seized by the bank

     when billions in short-term loans came due.

   

Beacon Capital                      42 $6.4 billion                  Doing well. Sold 14 buildings in Seattle for $1.2 bil- 

     lion, successfully leasing much of remaining space.

   

Maguire Properties                 41 $2.87 billion Suffering bumpy ride. Sold eight buildings for $650  

     million, but is highly leveraged and pushing back  

     debt payments.

   

Morgan Stanley                              10 $2.65 billion In trouble as a result of the Wall Street fallout, but  

     sold part of 10-building package in San Francisco to  

     the Paramount Group.

Sources: Real Capital Analytics and news reports
  

ber of buildings, was also appar-
ently a winner. 

It sold 14 of the 42 properties 
— all in the Seattle area — to Ar-
chon Group for $1.2 billion. 

“Beacon culled down its hold-
ings to what it wanted,” a source 
familiar with the company’s activi-

ties told The Real Deal. “It’s pretty 
conservative and financed the deal 
with long-term debt.”

Beacon budgeted to lease 1.9 
million square feet of its property 
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