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Key Macroeconomic Trends

Macroeconomics - A branch of economics dealing with the performance,
structure, behavior, and decision-making of the whole economy.

Today’s UNCERTAINTY

* Deleveraging

« Credit and liquidity tightening
* Overcorrection

* Government involvement

Behavior during economic recovery

 Influx in rental demand/increased revenue

« Affordability = homeownership / lack of supply =
appreciation

* Understanding of real estate fundaments encourages
investments in real estate
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Multifamily Market Projection through 2014
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Apartment Market Cycle (Fig. 27)

(1) 1st stage within phase
(2 2nd stage within phase
(2)3rd stage within phase

Baltimore, MD
Boston, MA
Dallas, TX

Fort Worth, TX
Greenville, SC
Houston, TX
Miami, FL
Orange County, CA
Portland, OR
Providence, RI
Sacramento, CA
Syracuse, NY

Atlanta, GA
Columbia, SC
Dayton, OH
Memphis, TN
Naples, FL
Nashville, TN
Phoenix, AZ
Sarasota, FL

=

Boise, ID

Charlotte, NC Philadelphia, PA

Denver, CO Raleigh, NC

Hartford, CT San Diego, CA

Kansas City, MO/KS San Francisco, CA _
Los Angeles, CA San Jose, CA EE N
Louisville, KY St. Louis, MO

Milwaukee, WI Tulsa, OK

Minneapolis, MN  Washington, DC

Oakland, CA

Orlando, FL

I ——— Richmond, VA

M"“x“_

Cincinnati, OH
Cleveland, OH
Detroit, M|
Indianapolis, IN
Jacksonville, FL
New Jersay, Coastal
New York, NY

Salt Lake City, UT
San Antonio, TX

|qu Jarsay, Northern

/

Austin, TX
Chicago, IL
Columbus, OH
Pittsburgh, PA
Wilmington, DE

Greensboro, NC
Las Vegas, NV

Seattle, WA
Tampa, FL
Recovery Expansion Hypersupply Recession
Decreasing Vacancy Rates Decreasing Vacancy Rates Increasing Vacancy Rates Increasing Vacancy Rates
Low New Construction Moderate/High New Construction Moderate/High New Construction Moderate/Low New Construction
Moderate Absorption High Absorption Low/Negative Absorption Low Absorption

Low/Moderate Employment Growth
Neg/Low Rental Rate Growth

© 2011 Integra Realty Resources, Ino.

2ND

Moderate/High Employment Growth
Med/MHigh Rental Rata Growth

ANNUAL

Moderate/Low Employment Growth
Med/Low Rental Rate Growth

Low/Negative Employment Growth
Low/Neg Rental Rate Growth

nnovative REAL ESTATE STRATEGIES

HOW ADVISORS CAN ACHIEVE PORTFOLIO DIVERSIFICATION THROUGH REAL ESTATE




Counter-Cyclical Investment Strategy

WILL THE LAST
PERSON LEAVING
SEATTLE -

Turn Out the Lights.

® Acquired & sold 1568-84

® Acquired 1987-1997 & merged into REIT
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Mortgage Loan LPs/ $5. |
LLCs ’ '
Equity NL-REITs $7,980.6
Mortgage NL-REITs $377.3
1031 Programs™ $227.6
Real Estate Total $8590.60
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B NL-REITs $75.5 Billion

2000-2011
$12,000 1519

$9,600
$7.200

$4.800
3.762

$2.,400
1,527

m.
s0 IR

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
$= Millions Source: Robert A. Stanger & Co., Inc

2ND ANNUAL

senlieotl (nnovative REAL ESTATE STRATEGIES

Q3 HOW ADVISORS CAN ACHIEVE PORTFOLIO DIVERSIFICATION THROUGH REAL ESTATE




Real Estate Investment Timing

Why is NOW and good time to invest in REAL ESTATE

Affordability
* Low price points
* Low interest rates S&P/Case-Shiller Home Price Indices
- Inventory
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Looming Shortage Drever

Projected Occupancy Rates through 2020

120%
. Qccupancy as homeownership Occupancy as homeownership
drops to 64% drops to 62%
115%
110% . .
e 100,000 units completed nationally
- in 2010 year
* 150,000 units demolished nationally
- in 2010
» Targeted metropolitan markets were
not overbuilt when the Great
95% .
Recession began
90%
85%
80%

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Born in the mid-1980s and later, members of the Generation Y cohort are recently in or
just entering the workforce. With numbers estimated as high as 70 million, Generation Y
is the fastest growing segment of today’s workforce.
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The Acquisition Pipeline: Distressed Assets or NPLs Drever
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Maturing Loans: Preferred Strategy for Lenders

Extend without
mortgage modification
6.3%

Foreclose and dispose
14.8%

Extend with
mortgage modification
53.5%

Sell toa third party
25.4%

Source: Emerging Trends in Real Estate 2012 survey.
Note: Based on U.S. respondents only.
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Unique Economics — Cap Rates/Interest Rates Drever
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Cap Rate Trends — Multifamily (Fig. 29)
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B $136 Million NL-REIT Out of $2.2 Billion Projected Need
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Aug/Sep Oct/Nov Current Current Values Discount

Yield

Inland Western $5.01 $4.37 $4.00 6.5% $6.95 42%
Inland American $6.40 $6.45 $5.90 8.5% $7.22 18%
Wells REIT II $6.71 $6.78 $6.10 8.2% $7.47 18%
BH REIT | $2.62 $2.67 $1.75 5.7% $4.64 38%
Cole Credit $6.93 $6.91 $6.90 9.1% $9.35 26%
Property Trust Il

KBS REIT $6.13 $5.75 $5.50 9.5% $7.32 25%

*Based Upon Data Published By Direct Investments Spectrum
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Impact Investing and Future Resales Drever
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PFIl's Triple Bottom Line Profit Builders
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