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entry for potential competitors. 
The major tenants are all market 
leaders: Children’s Hospital of 
Philadelpha (CHOP), the University of 
Pennsylvania (Penn) and Penn Health 
System.

“This gave me all the things I like 
when we buy a property,” Mr. Soffer 
says.

Another part of the Gazit model is to 
acquire or develop enough property 
in an area to achieve a critical mass, 
which, in turn, allows synergies 
and economies of scale. Sometimes 
standalone buildings are large enough 
to meet ProMed’s criteria, as is 
the case with the Hackensack and 
Philadelphia properties.

But critical mass can also be achieved 
by acquiring multiple properties. Such 
was the case in White Plains, N.Y., 
where ProMed bought five adjacent 
MOBs totaling about 189,000 square 
feet. The $53.3 million acquisition was 
announced in June. 

The added twist in White Plains is that 
the 14.5-acre Westchester County site 
includes room for expansion. ProMed 
has approval to develop a sixth MOB 
on the site.

“In the first two years when were 
building the platform, we focused 
just on acquisitions,” Mr. Soffer says. 
“In the third year, when we built a 
comfort level, we started to look for 
development (opportunities).

“We’re not going to be a developer,” 
he emphasizes. “We’re going to be 
building a company with development 
capabilities, but we’re going to keep 
the development product to our own 
account.”

ProMed is actively recruiting a 

director of development as well as 
other executives to support its planned 
growth, he says.

“As you are growing the platform, you 
need to add more talent.”

Canada, too

“Also, last year we opened an office 
and we grew in Canada, in Toronto,” 
Mr. Soffer says. Noting that Gazit 
has 165 shopping centers in Canada, 
he says the firm also understands 
that country’s commercial real estate 
market.

So far, ProMed has acquired four 
MOBs in Cambridge, Ontario, and is 
on the lookout for more. 

“But it’s a completely different health 
system,” Mr. Soffer says. Simply 
applying the U.S. model would be 
a recipe for failure, he warns. “I’m 
ignoring what the market is doing and 
trying to build our own strategy there.”
Canada fits the Gazit formula because 
most of the opportunities are in the 
East Coast provinces.

“In three hours I can take a plane and I 
can be there,” Mr. Soffer says.

“We’re still learning the market,” he 
adds. “It’s a much smaller market. So 
the growth of ProMed will be in the 
U.S.”

The next public REIT?

Gazit officials plan to grow ProMed’s 
$350 million U.S. portfolio to $1.5 
billion during the next two years, Mr. 
Soffer says.

With the backing of its huge parent 
company, ProMed has a strong 

balance sheet. Even so, the capital 
crisis has put a bit of a damper on 
those plans, he says. Although the firm 
has looked at a number of potential 
acquisitions since its most recent deal 
was announced in June, they were 
“bad opportunities,” Mr. Soffer says.

ProMed sees “all the deals,” he says, 
but only about 10 percent to 15 
percent normally meet the company’s 
standards – and even fewer in the 
current state of the economy.

“If you overpay for good real estate, 
it’s like bad real estate,” he says, and 
there have been few opportunities 
recently to acquire assets with 
attractive capitalization rates. A high 
cap rate can make the buyer seem 
savvy, but “at cap 5, cap 6 – I’m not so 
talented,” he jokes.

He adds: “Where everyone is running 
and chasing, we’re staying on the 
sidelines. At the end of the day, the 
bidding war will not create a good 
opportunity for us. But as soon as we see 
something we like, we’re all over it.”

In addition to selected acquisitions and 
development, Mr. Soffer says ProMed 
could achieve its growth objectives 
with “shortcuts,” such as buying other 
healthcare real estate firms.

Royal Senior Care and ProMed could 
also be spun off as separate public 
companies at some point, he says, as 
Gazit’s retail REITs have been.

Will lightning strike again for Gazit, 
with ProMed finding the kind of 
success enjoyed by the firm’s retail 
and senior living subsidiaries? Mr. 
Soffer appears confident. 

“Medical office buildings will be 
exactly like that five years from now, 
maybe less, hopefully,” he says. 
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