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Overview 

• Respondent Profile 
• Market Timing 

 
• Part I: Economic Outlook 
• Part II: Capital Market Overview 
• Part III: Real Estate Market Outlook 
• Part IV: Challenges, Issues and Opportunities 
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What Do You Want Me To Talk About? 
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Careers: Past & Future 
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Market Timing: When Will Recovery Start 
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Confident Owner/Uncertain Buyer 

IVOwnerConfident 

IVBuyerUncertain 

Case A: Deal Seller’s Case B: Negotiated 
Tone: Neutral 
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Confident Owner/Buyer IVs 

IVOwnerConfident 

IVBuyerConfident 

Case A: No Deal Case B: 
Negotiation

s 
Tone: Quick 

B1 
B3 B2 
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Market Expectations and Real Estate Cycles 

Shock 

Intervention 



© JR DeLisle, Ph.D. 

Part I: Economic Environment for Real Estate 

2009 Outlook 
 

• Economy in 
recession; painful 
and long 
 

• Businesses 
struggling, stocks 
volatile 
 

• Consumers & CEOs 
bearish 

2012 Outlook 
 

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

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

• Consumer discontent; 
CEOs defensive 

2010 Outlook 
 

• Recession over; slow 
recovery; some 
downside risk 
 

• Big businesses okay, 
Small struggling, 
stock market up 
 

• Consumers guarded; 
CEOs hopeful 

2011 Outlook 
 

• Recession really 
over? slow recovery; 
some downside risk 
 

• Big business 
bragging profits up; 
small business 
lagging….. 
 

• Consumers wanna do 
it; CEOs hopeful 
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Agree/Disagree on Economy 
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Consumer Confidence & the TINR Principle 

There Is No Reality 

Source: Gallup.com 
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New Research: Informational Disintermediation 

Twittering 

Blogging 

Negative state of 
mind 
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Small Business Confidence: Where the Jobs Aren’t 

Sales vs. Credit 
is driving 
confidence for 
small business 
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How Important to a Recovery? 
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Employment & Economic Trends 

Source: The Conference Board 

Labor Supply vs. Demand: 
Unemployment and 

Openings 

Labor Force Participation Rates 

Over 
65 

Good 
news…. 
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Housing Trends 
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Inflation & Interest Rates 
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Global Interest Rate Targets: Changing Times 
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What’s the Fed to Do (Twist & Shout?) 

… the Fed will sell 
$400 billion in 
Treasury securities 
that mature within 
three years and 
reinvest the 
proceeds into 
securities that 
mature in six to 30 
years, significantly 
tilting the balance 
of its holdings 
toward long-term 
securities.  
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The Global Scene 

GDP Slips from 9.5 to 
9.1%.... 

Global Outlook: 5 Years (Gallup) 
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Part II: Real Estate Capital Markets 
2011 Capital Market 
 
• Patient pouncers, 

old rules, core 
rules 
 

• Cap rate halos;  
values unknown… 
 
 

• Re-levering at top 
only; credit crunch 
for rest 

2010 Capital Market 
 
• Tentative, waiting 

to pounce, new 
players & rules 
 

• Rising Cap rates, 
declining values 
de-capitalizing 
 

• Challenges re-
levering; credit 
crunch for asset 
class 

2012 Capital Market 
 
• Top-end frenzy, core 

investor 
apprehension 
 

• Cap rate 
compression, 
spread investment 
 

• Window opening, 
headwinds closing, 
distress unrest 
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How Market Different? 

More 
Behavioral 

Normal

Confident

Pessimistic

Optimistic
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Ratings on Capital Markets 
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How We’re Doing: Commercial Real Estate 

3Quarter 2011 

Annual Returns 

1.29% * 4 = 5.16% 
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Transactions: Americas 
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US Transaction Momentum 

July 

Search 
by Style 
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Cap Rates: Current Cap Rates 



© JR DeLisle, Ph.D. 

Cap Rates: Current Cap Rates in 12 Months 
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What’s Trading?  
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Long-term Commercial Transaction Trends 

Global: Cross-Border 

Institutional 

Private: 
Market 
Timers 

Institutional Allocation by Vehicle 
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Distress Levels 
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Commercial Loan Maturities: CMBS Land & Payoffs 
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Part III: Spatial Market Fundamentals 

2009 Spatial Market 
 
 

• Fundamentals 
continue to weaken 
mirroring economy 
 

• Vacancy rates rising, 
rents softening 
 

• Stagnating demand, 
tempered recovery 

2010 Spatial Market 
 
 

• Still weakening, 
negative absorption; 
more downside risk 
 

• Vacancy rates pushing 
records, rents declining 
 

• Negative absorption, 
lagged recovery 

2011 Spatial Market 
 
 

• Still weak, limited 
absorption; more 
downside risk 
 

• Vacancy rates peaking, 
rents stabilizing but low 
 

• Absorption flat, 
recovery lagging 
tenants nagging 

2012 Spatial Market 
 
 

• Spotty correction, 
plateau in connection, 
deferred resurrection 
 

• Vacancy peaking, rents 
creaking 
 

• Modest absorption, 
tenant reflection, 
landlord perplexion 
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Office Market: National Snapshot 

Lowest Vacancy 
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Office Market Structure & Trends 

•Major: CBD vs. Suburban 
•Other: Class A, B, C; Intensity, 
Specialty 

Market Structure 

•Growth of Specialty: biotech, 
medical and R&D facilities 

•Green buildings, sustainability 
•Office hotelling,  virtual officing 
•Corporate Social Responsibility 

Trends 

Demand 

Supply 

Investment  
Performance    

• Primary Demand: FIRE & Office & 
office-related employment; secondary 
office needs of others 
• Quality of life, pop. growth, education, 

business attractiveness 

• Office stock & structure 
• Growth in stock & location 
• Land & construction costs 
• Entitlements & barriers to entry 

• Rental level and growth 
• Operating expenses 
• Lease structure and terms 
• Tenant mix, rent roll 
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Office vs. Total Employment 

As of 2008, there were 
some 150,900 
occupational workers in 
the US. Of that total, 
over 71,000 workers 
(47%) worked in office-
type space… These 
occupations included: 
Management, Business 
& Finance; Office & 
Administration; and, 
Professional & Related.  
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Office-Related Job Growth 
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Where the Office Jobs Might Go 
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Future Trends Affecting Office 

•  Continued globalization expands the competitive arena 
•  Shifting among locations and greater elasticity in demand and supply adds risk 

Globalization 

• Trend toward consolidation is continuing creating larger space users 
• Increases in the scale of operations increases  risk 

Consolidation 

• Demand for idiosyncratic space increases 
•  greater specialization requires more understanding of business activities of 

targeted users 

Growth of demand for pecially office 

•  Concerns over environment render some buildings functionally obsolescent 
•  Added pressure to produce more efficient buildings 

Green/Sustaiinable buildings 

• Concerns over CSR pressures corporate users to focus on real estate 
• Quality and character of office space will become more important 

Corporate social responsibility 

• Technological innovations will continue to change demand function 
• Some changes will have impact on design and infrastructure requirements 

Virtual office andtechnological innovation 

• In the increasingly global, dynamic arena  companies will place more emphasis on 
flexibility, mobility, collaboration and productivity 

• Real estate solutions and the  workplace will take on added importance in 
recruiting, retaining and motivating employees, especially "new milleneum" 
employees of the future  

Corporate Policies and Practices 
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Industrial Market: National Snapshot 
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Industrial Market Snapshot 

• Major: manufacturing & warehouse 
• Other: light/heavy manufacturing, general 

& specialized warehouse & distribution, 
specialized, flex space 

Market Structure 

• Globalization 
• Supply chain reconfiguration, logistics 
• Technological innovation,  

Trends 

The space-time component 
of warehouse facilities has 
taken on much greater 
stratification than in the 
past, creating specialized 
needs for some users that 
require 30’plus clear height 
ceilings, super-flat floors, 
cross-dock loading and 
other design features 
needed to accommodate 
an increasingly global and 
dynamic logistical network. 
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Industrial Drivers of Value 

Demand 

Supply 

Investment  
Performance 

•Global trade and transportation 
•Distribution and logistics  
•Manufacturing & assmbly 
•Global and domestic  economic conditions , 

business & consumer sales 

•  Industrial and warehouse stock 
•Construction and net absorption 
• Supply of entitled land; excess capacity 
• Land prices and barriers to entry 

•  Rental level and rent change 
•  Operating expenses 
•  Lease structure, terms & tenancy 
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Industrial Property Classification 

Manufacturing 
•  Heavy Manufacturing 
•Medium Manufacturing 
• Light Manuracturing 

Warehouse/ 
Distribution 

•Regional Warehouse 
•Bulk Warehouse 
•Refigerated Storage 
•Truck Terminal 
•Heavy Distribution 
•Air Cargo  

Hybrid 
Facilities 

•R&D Faciilities 
• Flex Space 
•Office/Showroom 
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Supply Chain Management 

• Business & marketing plan 
• Design products 
• Forecast demand/take orders 
• Obtain inputs 
• Produce products/add value 
• Package & ship 
• Tracking and replenishment 

 
 

Producers 

• Business & marketing plan 
• Develop logistical strategies, 

network 
• Receiving & Storage 
• Shipping & Delivery 

 
 

Supply Chain 

• Search & selection 
• Order and/or 

purchase in store 
• Consume or use 
• Evaluate and learn 

Consumers 

In addition to globalization, 
technological innovations 
and changes in logistical 
models have made supply 
chains more dynamic, 
creating changes in the 
demand for industrial and 
distribution/warehouse 
facilities. 
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Distribution: Inter and Intrastate Shipping 
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Distribution Paths by Mode 
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Exports and Imports 
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What Should Professionals Do? 
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Presentation Summary 

• Part I: Economic Outlook 
• Part II: Real Estate Capital Markets 
• Part III: Real Estate Market Fundamentals 
• Part IV: Challenges, Issues & Opportunities 
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