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Careers: Past & Future

1. Please indicate your NAIOP Forum. | will use this to cross-tab the

results to see how you compare to the other Forum responses.

@& Create Chart 4 Download

Office Development I

Marketing & Leasing

uw

Other (please specify)

Show Responses

Response Response
Percent Count
] 17.1% T
] 19.5% 8
| 61.04% 25
[ | 2.4% 1
2. Career plans. ¥ Download
How many more years do you think you will be active in the real estate industry?
Under 57 810 | 115 1620 2025 | 2630 335 3640 D"’i; Response
= years years | years years years | years years  years = Count
Let's talk about your future 0.0%  24%  48% | 167%  262%  118% | 95%  24%  71%  19.0%
career plans and how they may o ) @) @) (1) (5) @) 1) 3) 8) 42
have changed. Y . . . = Y . v .
How have your retirement plans changed recently (i.e., # years shorter or longer) due to recent events.
No +2 +5 +10 Response
-10 years -Syears -2years change |years years years Count
Let's talk about your future career plans and . . . 63.3% 4.9% 24.4% 0.0%
how they may have changed. 0.0% (0) 0.0% (0) 24% (1) (28) (2} (10} (0} “
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Market Timing

Economy

National Market

Housing Market

National Market

Commercial RE Market
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Part I: Economic Environment for Real Estate

2012 Outlook

Double-dip? Slow
recovery at best; more
downside risk

Big business balance
sheets okay; small
business slipping.....

Consumer discontent;
CEOs defensive
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Agree/Disagree on Economy

POLITICS

OCTOBER 132, 2011

Country Is Headed in Wrong Direction, 74% Say

The economy is recovering and we
will avoid a double dip.

Inflation will not be a concern over
the next 2 years.

Employment gains will accelerate
by year-end.

GDP growth will rebound in 2012,

Consumer confidence will rebound
in the near future.

The manufacturing slump will
continue well into the year.

The economic recovery will be very
gradual.

Interest rates will remain low.

The credit markets will return to
normal in the next 6§ months.

Corporate profits will continue

© JR DeLisle, Ph.D.

5:;:1&9;? Agree Neither  Disagree
0.0% (0) "’E':ff]' ED'FE?; 35&?;
0.0% (0) m:??; 14'23 32'(::152
0.0%(0)  8.8%(3) 26'5(':'; M;E

: |
0% ) 41:,33 23.5(.:; BEE?;
[]
0.0% (0)  11.8% (4) 32'(::”; 55;'19;?
- 52:.19';%]. 32-(‘1‘3‘; 8.8% (3)

52.9% (18) 421; 0.0%(0)  0.0%(0)

11.8% (4) 32:';;;' 0.0%(0)  59%(2)
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Rezponse
Count

34

34

34

34

34

34

34

34

33

34

WSJ/NBC

Some 21% in
the new
survey said
they believed
the economy
would get
better in the
next 12
months,
compared
with 32% who
said it would
get worse.
Some 45%
said it would
stay the same.




Employment Trends Index ..

Employment Trends Index (ETI)™ 1973-2011
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Small Business Confidence: Where the Jobs Aren’t

NFIB Small Business Optimism Index - 1986 to Sept. 2011
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Sales vs. Credit
is driving

confidence for
small business




Credit: Consumer & Foreign
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Consumer Confidence

Consumer Confidence
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Retail Sales

MOODY'S ANALYTICS
Economic & Consumer Credit Analviics
Bureau of Census: Retail E-Commerce Sales, (Mil. 5, 54)
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MOODY'S AMALYTICS
conomic & Cormumer Credit Analytics

Existing Home Sales: Single-Family & Condo & Co-op. (Ths_, SAAR)
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What’s the Fed to Do (what’s left?)

ECOMOMY | SEPTEMBER 22, 201

Fed Launches New Stimulus

Dramatic Recasting of Securities Holdings Aims to Reduce Long-Term Rates

... the Fed will sell The Latest Step
$4OO b| I I iO n | n The Federal Reserve will be selling bonds with a remaining maturity of three months to three years and adding to its heldings of bonds
with a remaining maturity of six to 30 years in an attempt to push down yields on longer-term bonds and encourage borrowing.
Treasury securities The Fed goes long(er) Bond-market reaction
t h t t t h . What the Fed's portfolio of Treasury holdings might look like nine months from Wednesday® Yields on Treasurys since August
al mature within
8600 billion Distribution by remalning maturity o e e
three years and B Current holdings 1) Projected holdings
. 500 - including at program’s completion”
reinvest the N B htion etaccan 30-yaar
proceeds into
L 300 B . 5 . T ICiiinr
securities that e
. . 200 - - NS — e T-year
mature in six to 30 e
. .. 100 - - s | .
years, significantly i
. o O
I Itl N g t h e b a I ance I._:ss than  3-6years  6Byears 8-10years 10-20years  20-30 . ;:;PS. [ September
years' years -30 years
Of ItS h O I d | n gS “Doesn't take inte account rollovers of maturing debt or how the natural maturing of debt would change the distribution  7Excludes Treasury bills

nk of Mew York data and published statements; Thomson Reuters (yields)

[Snuree WS 1 ectimates based on Federal Rese
toward long-term

securities.

SEFTEMBER 21, 2011, 5:34 PM ET

Economists React: Fed Is ‘Doing What It
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Importance to Economic Recovery

© JR DeLisle, Ph.D.

Extremely . . Extremely
amportant Important Neither Unimportant Unimportant
Ending the political rancor in c . 2.9% . .
Washington. 55.8% (20) 35.3% (12) (1) 29% (1) 0.0% (0}
Maintaining of low interest . 14.7% . .
rates. 11.8% (4) 73.5% (25) (5) 0.0% (0} 0.0% (0}
Improvinglaccess to credit for . &.8% . .
businessds. 38.2% (13) 52.9% (18) (3) 0.0% (0} 0.0% (0}
Creating strong job growth = . 8.8% . .
through variouslprc-grams. 26.55% (9) 47.1% :'1E-]| 3) &.8% (3) &.8% (3)
) . 17.6% . "
Rezolving the pudget problem. 17 6% (6) 61.8% (21 (6} 2.9% (1) 0.0% (0}
)
T N 2.9% X X
|DOI'IfidEl'IL’:gE levels. 32.4% (1) 64.7% (22) (1) 0.0% (0} 0.0% (0}
Helping settle the "Occupy VWall c . . 235% c 5
ctreet” movement. 3.59% (2) 8.8% (3) 8) 35.5% (12) 26.5% (9)
Reszolving the debt crizis in c . 17 6% . .
P 35.3% (12) 47.1% (16) (6) 0.0% (0} 0.0% (0}
Introducing incentives for 20 45
businesses to hire 5.0% (2) 35.3% (12) hﬂ‘ 20.6% (7T) &.8% (3)
employees. .
Continuing to attrac§ offshore o 23.5% c . .
capital flows to the 5. 14.7% (5) 56.0% (19) 8) 5.0% (2) 0.0% (0}

Response
Count

34

3

34

34

34

34

34

3

34

34



Part 11: Real Estate Capital Markets

2012 Capital Market

 Top-end frenzy, core

investor
apprehension

e C(Caprate

compression,
spread investment

e Window opening,

headwinds closing,
distress unrest
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Ratings on Capital Markets

Investors will move down )
the food chain in..

Distressed assets will
start flooding the market.

New capital flows to
real estate will increase.

Commercial mortgages for

“good" propenties will - B Sirongly Agres
. Agree
Transaction levels are "5‘9_
picking up and will accelerate, . Meither
e Dhisagres
Commercial values will A _
fall ancther 15-20% before. B Strongly Disagree
The negative talk about
the commercial real estate.,
The CMBS market wall
recover from the latest

Banks will get much more
aggressive with troubled.

Commercial mortgage
rates will stay low.

= =
L=
—
(=]

15 20 25
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How We’re Doing: Commercial Real Estate

NCREIF Property Index ——Total Retutn
8% ——Income Return
6% — Capital Return
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Z ‘ W v i
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S s
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PERCENT CHANGE IN TRANSACTION VOLUME

- . - (H1'10 VS H1'11)
Transactions: Americas e T S
- [JECREASE I INCREAS E e————
QUARTERLY TRANSACTION VOLUME o
BY PROPERTYTYPE
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Commercial Transactions: 2005-2010
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US Transaction Momentum

QUARTERLY US PROPERTY SALES
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2011 Shift in Allocations by Strategy: Risk Aversion

Pension Funds by Style

Ciore Valus-Addad Oppariunlstic
Al Al Value- All
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Long-term Commercial Transaction Trends

Global: Cross-Border

Institutional

TOTALACQUISITIONS AND ISPOSITIONS BY
CAPITAL SECTOR
2001-2010
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Distress Levels

WORKOUT STRATEGIES
DISTRESS VOLUME
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Loan Maturities: CMBS Land Volume & Payoffs

MOODY'S AHALYTICS
Ecoromic & Consumer Credt Analytics
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Risks to Real Estate Market

The failure to replace
the CMES debt poal.-

Lack of takeout capital
to meet the surge in..

A significant increase
in owners walking..

A significant decline )
in offshore capital flows.. Bl Exiremely Significant
E Significant

| B Meither
B |nsignificant
B Exiremely Insignificant

Walue losses in the

face of rsing cap rates..
Deterioration in

market fundamentals of

Picky buyers who continue
to =it on the fence..

Increased pressure on
banks/lenders to.

A failed economic recov
at the national leve

Market overioad as a surge
in distressed assets.
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Part 111: Spatial Market Fundamentals

2012 Spatial Market

e Spotty correction,
plateau in connection,
deferred resurrection

e Vacancy peaking, rents
creaking

e Modest absorption,
tenant reflection,
landlord perplexion

© JR DeLisle, Ph.D.



QUARTERLY CUMULATIVE

DISTRESS VOLUME
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Office Market: National Snapshot -
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Industrial Market: National Snapshot
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INDUSTRIAL CAP RATES BY CAPITAL SECTOR
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Retail Market: National Snapshot
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© §70 Billian DISTRESS VOLUME

’ o =Tmuhlnd

Apartment Market Snapshot

x
- APARTMENT INVESTMENT TRENDS ; 830
CAP RATE ¢ $20
14% APARTMENT CAP RATES BY CAPITAL SECTOR s
12-M0 BOLLING AVG !
1.0% - %0
70 s | it | Offchre _
e Byblic 123 4123412341713
EA% BEG | P ‘| 'm "o &l
BA% ADDITIONS AND REDUCTIONS
B.0% TO DISTRESS
B.A% . $15 Billizn
. B Nawly Tmubled
B2% —l Worked
s (R TR 5.5% 510 ;mli[;h,:;:
BO% 1 1 :
PRICE PER UNIT 5.0 T ' - T - i
$115 Thausand ' ‘" ‘B 'm0 M j W
$105 f
| -E
L3 . '
HI1'11 02’11 410
i $E  YOY #Pmp= YOY Cap PPUIK 12341232412 34172
: . 18 '™ 10 ey
7 Garden $147 1733% 1044 5% GAE 576 | . . MSTRESSED PROFERTY SALES
E . §4 Billion ~ 5%
65 TSI , m [izireas
Midhighrisa 5B 80% 412 4% GA% §I04 . Dawss R
N o e SRR T . I
$8 Billion M Apartment $220 W04% 1862 5% G6% 5100 | %
. - 2%
B ¥
¥ : - 15%
# 81 - 0%
' - 5%
& i} L 0%
' 12 3412341232481°2
% Pratt Park us $65.073,000 I Cormerstons REAdvisersfro 00 m 10 n
18005 Jarksan St 2008 175294  Legacy Pirea by ++ CH Fichard Ell
w 2009 0 2010+ 2011 Seatle, WA | Midhgh-ise e e B Retard s
. Moda 151 $a0.424700 =) Equity Aes from EElHM AE
© JR DelLisle, Ph.D. 2312 3 s 2008 S10E,211 wﬁ&’m’#mﬂli,

Szattle, WA Midfhigh-rize confrmed



Opportunities in Real Estate

Buying highly leveraged
or underwsater assets.,

Buying portfolios
of troubled assets.

Taking over advisory or
asset management accounts.

Acquiring distressed debt
on troubled properties. ‘ M Extremely Real

. . . N Real
Taking over and jurnp-starting

stalled projects. : . Neither
. Unresl

5 lative development
peetEe in largel:d.._ ' ' B Exiremely Unreal

Selling assets as the
market picks up.

Creating joint ventures
to recapitalize and energize..

Build-to-suit activity
for AAA tenants,

Infrastructure
development.

=
o

10 15 20 25
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How industry change

o Fewer players

e New normal

e Less development

e More certainty

e More uncertainty

e More conservative

* More discipline

e Return to fundamentals

e Lessons learned, to be forgotten
* Fewer but smarter deals and people
* Nothing

© JR DeLisle, Ph.D.



Presentation Summary

e Part I: Economic Outlook

» Part Il: Real Estate Capital Markets

o Part I1l: Real Estate Market Fundamentals
e Part IV: Challenges, Issues & Opportunities

Don’t forget the golden rule; when things are tough
there’s always school.....

© JR DeLisle, Ph.D.
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