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Goals of Presentation 

Disclaimers 

 
Macro Economic Trend 

 
Opportunity Drivers  

 
Trends & Opportunities 

 Regulations and Lending 
 Performance – REITs & CMBS 
 Performance by Property Type 
 Performance by Market 
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Macro Economic Trends 
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Economic Trend = Flatline 
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Treasuries and Inflation 
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Opportunity Drivers 
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Opportunity Drivers 

CHANGE 
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Aspects of Change 

Not all Markets Perform the Same 

 

If the National Average Vacancy is 10%, the “low” will be 5-

10% under the average, and the “high” will be 5-10% over the 

average. A 10-20% high-low spread is normal. 

 

Four Quarter Performance differentials are much more 

pronounced. 

 

The ability to effectively communicate and act on this 

information will create opportunities. 
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Regulations and Lending 
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Financial Regulations – Largely Unresolved 

16 Titles – See Summary on Wikipedia 

 243 Rules to be created 
 67 Studies required                      (about ½ done) 
 22 New Periodic Reports 

Restructure of Regulators, elimination of OTS 

 Financial Stability Oversight Council (New) 
 Office of Financial Research (New)  

Keys for Commercial Real Estate: 

 Rating Oversight Lack of Funding = Virtually No Reform 
 QIB carve outs = Nominal Securitization (MBS) Reform 
 Derivatives “Net” Exposure Calc‟s = Minimal Change 

Dodd-Frank Wall Street Reform & Consumer Protection Act 
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Depository Institutions - Non Current Status 
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Depository Banking Trends 
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Future of Banking 

Past 3-4 Years have Shown largest lending decline in 

history  - see FDIC QBP 

Loan Loss Rates – Still Near All-Time Highs 

Separation of “Best of Best” Class A vs. Class B/C 

Deleverage – Expect More for Class B/C 

 Applies to Individual Loans AND Securitization 

More Restrictive Covenants for REITs, CMBS 

“R” word for Loans (recourse) 

Capital Ratios – Leverage – QE2 
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Performance - REITs & CMBS 
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CMBS Delinquencies 
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CMBS Issuance 
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CMBx – Capital Stack Indicators 
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Future - Mortgage Backed Security 

 If NSROs don‟t “Get It” Feds could replace them 

 „til MBS Returns, Real Estate markets WILL NOT recover 

Most banks ARE NOT in the business of holding debt 

New MBS WILL EMERGE with terms as follows 

 No “quick buck” investment banks/mortgage bankers 

 Issuer holds 1-5% of pool as “1st Loss / Good Faith” position 

 60-80% of pool will be AAA, not 90+% 

 Buyers of paper will “re-underwrite” pools, regardless of 
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REIT Bond Issue = Effective Full Recovery 
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REIT Market Capitalization 
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REIT Dividend Yield by Property Type 
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REIT Dividend Yield – YQM - Stabilizing 
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REIT Dividend Yield – Weekly - Stability 
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Performance by Property Type 
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Property Type Returns – National Markets 

Source: Moody‟s / REAL CPPI , Greer Advisors, LLC 

Note: White space should be red. 

 

2010 Q3 data with Look Backs – National Averages 
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Property Type Returns – Top 10 Markets 

Source: Moody‟s / REAL CPPI , Greer Advisors, LLC 

Note: White space should be red. 

 

2010 Q3 data with Look Backs – National Averages 
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Performance by Market 
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OFF Metro Performance – Market Monitor 
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IND Metro Performance – Market Monitor 
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RET Metro Performance – Market Monitor 
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APT Metro Performance – Market Monitor 
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Conclusions 

Government will keep SBA Going Strong 

GSE‟s will Continue Low Rates for Apartments 

Banks will get Government Pressure to Lend 

BofA, Deutsche, Key and others are doing CMBS deal(s) 

CASH IS KING for Non-Trophy Deals! 

Cost of Capital Stack is King for “Best of the Best” Trophies 

MBS – New Business Model is Arising 

REITs – Virtually Recovered 

Rents / Vacancies Remain Much Better than Early 1990s 

Real Estate Cost is NOT the Largest Cost of Business!!! 
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Quote of the Day 

  “…prediction is very difficult, especially when it‟s  
      about the future…” 
 
    NY Yankees #8, Yogi Berra 
 

     Niels Bohr 
 
    Nobel Laureate, 1922 

     Atomic Structure /  

     Quantum Mechanics 
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Questions / Answers 
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