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Trends In the
Real Estate Industry



Goals of Presentation

"Hottest Issue in Commercial Real Estate
*New Lending Environment

*Trends in Interest Rates

*"Investor (Cap Rate) Trends

*Real Estate Market (Rents, Prices) Trends
*REIT Industry

*CMBS Industry

sMarket Data Sources



Hot Issue 1n Commercial Real Estate
- Cap Rate

R,=Y,—A
Cap Rate = Yield Rate minus Growth
Growth — what are drivers?
No rental Growth
Only interest rate change
Lag Effect

What happens when rates stop declining?



Coming Change Iin Lending
- New Risk Rating Platforms

=Basel Accord - Risk Based Lending

Estimated Loss Expected
Default X Given _ Loss
Frequency Default
(EDF, DP, PD)  (LGD, LR,...) (EL...)

What are the drivers?
Your answer Is your Risk Rating Model

Risk-based pricing will create
borrower/property specific interest rate



Types of Risks Impacting Loan Loss

*Market Risk
*Banking Industry
*Real Estate Industry
"Interest Rate Risk

=Operational Risk

*Originator Bias
*Property Type

=L ocation of Collateral
=Strength of Borrower
*Guarantee

=Ability to Exit
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Interest Rates vs. Industrial Cap Rates
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Industrial Performance

National Averages
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Market Trends - Value/SF

National Averages
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Yield Spread 10 yr vs 2 yr

Yield Spread - Treasuries
- 101 Yr. less 2 Y.
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Yield Spread

10-Year Treasury Yield Versus NAREIT Index Dividend Yield
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Yield Spread — CMBS, REIT, 10 Yr. Treas.
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REIT Premium / Discount

Historic REIT Net Asset Value Premium/Discounts

REITs Are Trading at a 12% Premium to Net Asset Value

25%
20% A
15% 1

10% - I l
5% -

n%__.,-,., —= . . , — I-I
-5% - .
10% -

-15%
-20%

e © o A > ] O N Vv ) D
D ¥ ¥ ¥ Y o o o o
e e N SN N S N S I N <

Source: Bank of America Securities, LLC, FactSet, SNL Financial



REIT Returns — Self Storage
— Same Store NOI' Growth (Otr-Oftr

REIT Return - Self-Storage REITS
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REIT Returns

— Y TD Performance - EOQ 200601

Year-to-Date Sector Performance

19.3 Apartments

18.7 Self-Storage

16.3 Diversified

16.0 Focused Office

15.3 Shopping Centers

15.0 Mixed Office/Industrial

14.8 Focused Industrial

Total Return (%)

13.0 Manufactured Home

12.6 Lodging

10.3 Triple Net Lease

10.1 Healthcare

9.8 Regional Malls

0.0 5.0 10.0 15.0 20.0 25.0

Source: FactSet, Reuters



REITT NOI' Growth by Sector
— EOQ 200601
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REIT Sector Performance
— Y I'D Performance — EOO

200601

REIT Sector Performance Analysis

Funds From Operations (FFO) AFFD
Pricé Changes Total Retum [iv 16 &FFO Growth Hultiples Glowth _ _Hultiples Prem! (Disc)

Week — HNonth — QTD Y10 Yl Payout I6E T D5k I7E I6E IE NAY

(%) (%) L] (%) (%) ) (1) (1) (1) (1) (1) (i ()
Apariments (14) 35 186 103 38 03 44 b6 208 104 34 43 18
Diversified (14) 47 14 163 5.2 08 a2 b8 15. 4.2 84 104 00
Focused Industrial (27) 38 143 144 4 66 143 05 167 153 107 107 414
Focuse Office (21) 1.2 5.6 160 18 03 136 1.0 174 16.3 4 2.1 6.2
Healthcare (25) LY g5 104 b2 8l 56 3k 134 134 38 W7 23
Ladging (18) 45 122 128 4 103 A4 167 130 11 2.2 215 .
Manufactured Home (1.7) 5.6 125 130 23 LY, M 108 4 144 £.4 182 -
Wixed Offica/Indushrial (1.2 50 144 150 45 a 24 5.7 166 157 57 K 144
Regional Walls (3.5 10 a0 08 38 T 14 04 151 134 110 106 6.
Self-Storage {07) 43 7.8 187 i il 17 128 Ui 104 105 21 175
Shapping Canters (21) 54 W1 153 41 i b4 8l 166 153 B 103 03
Tripile Net Loase 11] 35 02 10 b5 81 103 i 132 125 07 136 8d
REIT Indlustry (2.3) 41 137 142 4] 85 0.3 7 174 5.1 T8 214 121
S&P 500 (0.4) 1§ 43 43
Russell 2000 0.2 2 1.0 1.0

Source: BAS Estimates, FactSet, SNL Financial, Reuters



REIT Prices — Self Storage
as ofi 3/31/2006

Frices and Parformance Ditelcered Funds From Cpamtions (FFO) Ciparmtors (AFFO)

Total Payout BAS Est EAS Est Markat
Target Frica Frice Chng Rirn D Ratlo "08 Est. WS, EslL W Growth Kult ple Est. Mult.  Grath Capltalization =l
Tickar Comparry Rating Frice I3-Kar Wk Knth aTD ¥TD e FFO  AFFO  200BE Cons. 2007E Cons.  'OBE 'oTE 'EE NTE TEE 'HEE 'IBE Float Total THC
& % [EC I %) %) () (%) M) [Rsh) (Rsh)  (Rsh) B k] %) fx) fx] (R fx] [9%) {7 i) (FaW) (%)
BELF-BTORAGE
EHU  Bhurgard Btorge E i BTy & 77 1 M W OB 1M 24 - 2804 @0 @ 1R 3 4 R O 1 R
Fa4  Fubllc Btomge B & Moo &0 @ NI 48 & 1B AR 448 0N B T HE O3 e0 1R U 10401 13781 .
EXR  Exira Bpace N 15.00 it# 15 143 1 128 53 B4 OB 0DF 002 08 0D 485 02 175 150 003 184 20l B 1m0 g
88 Gowran Bell Btomge N 0.0 BT o[ng 3 Wb f8l 45 0TI 8 A oM a2 00 TH O B2 1B 1SR 302 11D T e 1 I
Y8l Ut N 1.0 nw [l @i A (18 85 T 0 138 D08 {45 000 M7 31 180 W 123 f6F 308 {62 107 3%
Bell Blomge TobWid. Avw), (LTI YN T TR | - B far g T 104 By s el W 3
Bell Blorge TobiBtr Aw). (LT Y RN - T O [ - &4 a7 fal an e i
Amritan o SAIaT e
Funds From Operations (FFO) #djusted Funds From Operations (&FFO Mot Assot Value [NAY)
Pt ple PremidiDisc Hiztario Multiple PremiDiso) Hi=torie HAaY
Currant 10 ¥r. FEC Multip e Curront 10 Y AFFO Multiplos Curront Fuwol 12-mionth Prom/iDisc) DC F Valuation
W Sectar 10 %r. W Sactor 10 %T. Haw Cap HaW Cap fo Maw Fram'iDiscj
Ticker  Company Sactor Avyg High Low  Awvg Soctor  Awg High Low  Awg 005 Rate 4006  Rate curr | Fwd DCFE to DCF
%) 9%} e (L] ) 9] %l il e i #=h %] (Fmh 96} %] ¥l (=) i)
BELF-BTORAGE
BHU Ehurgard Storage 400 pm 1 18 F 3 q0E 203 B2 138 B2 . . - fog . . .
Psk  Public Storage GBI () W4 78 WT (1 @7 b OBS 137 @A TH0 B0 725 106 12 w28 (1
EXR  ExtraSpace (18.1) - frg 121 182 [20.5) - 21 1.1 11D LENE T 1508 750 163 137 1513 131
BRE  Bovrn Self Storage (18.8) (120p 181 &1 104 FF 8T P T P - | K 4580 TEH 4567 175 ire 18l 012 19
Yol U-Btorcdt {27 5] . . . . . . . . 1714 1.8 20.68 750 180 (15 2.4 i14.5
ol Storage TotAWkd. A, FER B0 M3 A0 1 16 @3y a1y &7 1 7 i ire 10 12.0)
Salf Storage Tatistr, Ay, 163 LA IR (R N A B0 11 20 1E 140 1.8 TE0 fBg 70 i1.8)

Source: Bank of America Securities, SNL Financial, FactSet, Bloomberg, Reulers
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CMBS Delinqguencies — By Vintage

Performance Distribution by Vintage (%), April 2006 and Change from February 2006 All
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 Deals

1 Mo. 000 045 030 025 014 044 009 031 004 0.09 0.04 0.00 0.12
2 Mo. 000 118 027 005 015 012 008 008 0.04 0.03 0.01 000 0.5
3 Mo. 000 168 072 031 045 032 037 011 043 042 0.02 0.00 0.16
Forecl. 000 027 083 019 020 049 022 005 005 0.01 003 0.0 0.11
REO 375 173 095 071 068 061 071 020 043 0.02 0.00 0.00 023
Total 375 531 306 151 162 198 147 075 039 027 011 0.00 067
Change 098 -1.28 003 026 -014 003 -016 015 -0.13 -0.01 -0.01 000 -0.07
Total % of Orig. 011 088 146 1.03 127 167 128 070 037 027 011 0.00 0.59
Change 000 -043 -005 002 -013 004 -016 014 -013 -0.01 -0.01 0.00 -0.06
Projected Liquidations 8.56 8.25 7.06 6.04 6.12 6.24 6.08 5.36 5.25 5.11 5.05 5.00 5.42
Change 094 157 014 037 -0.02 0.03 002 003 002 004 0.03 0.00 0.01
Projected Liq's of Origg  0.26 1.37 336 411 479 526 531 502 503 501 502 499 478
Change 006 -0.58 -0.07 019 -008 -0.03 -0.07 0.00 000 003 002 0.00 0.02
Frcst. Future Losses 013 068 1.68 206 239 263 265 251 252 251 251 249 239
Change 003 -029 -0.04 010 -004 -001 -0.03 0.00 000 001 001 000 0.01
Losses to Date 285 264 210 149 1.00 118 062 022 0.2 0.0 0.00 0.00 049
Change 000 005 001 002 003 007 007 003 000 000 000 0.00 -0.01
Projected Total Losses 298 332 378 354 339 382 328 273 253 251 251 249 2388
Change 003 -0.24 -0.03 012 -001 006 004 0.03 000 001 001 0.00 -0.01

Note: Projected total losses include losses to date and forecasted losses. Forecasted additional losses equal 50% of projected liquidations as a percentage of original balance, w hich is calculated by applying
a likelihood of REO to each delinquency category as follow s: <= 1mo. (5%), 30 days (20%), 60 day (40%), 90 (60%), in foreclosure (80%) and REO (100%). Forecasted additional losses equal 50% of
projected liquidations as a percentage of original balance.

Calculations: Banc of America Securities, LLC Source: Intex , BAS Real Estate Research (James Stouse, CFA et al)
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CNMBS Delinqguencies — By Vintage
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CMBS Delinqguencies — Property Type

'Projected Total Losses by Property Type, April 2006 All

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 Deals
Retail 164 341 271 266 268 269 259 239 242 247 250 249 2.68
Office 0.00 319 241 253 3.02 277 310 248 244 247 249 250 273
Multifamily 8.67 287 294 247 280 358 298 283 287 275 260 249 280
Hotel 199 3.67 392 310 245 243 462 234 240 243 250 249 433
Industrial 000 249 300 291 278 336 234 298 305 253 248 249 3.06
Manufactured Hsg. 201 212 232 281 247 239 254 239 241 246 249 250 243
Self Storage 000 205 259 236 220 237 231 236 260 243 252 249 230
Senior Housing 0.00 10.51 3.18 2.73 3.31 229 230 234 239 249 247 0.00 8.22
Change of Projected Losses by Property Type from February to April 2006 All

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 Deals
Retail -6 46 9 23 1 6 0 0 0 1 0 0 3
Office 0 88 -8 -6 -2 22 9 -1 0 0 0 0
Multifamily 33 2 9 1 0 2 -15 4 1 10 7 -1 -1
Hotel 1 -81 -3 23 -4 -13 -1 -1 -1 -1 1 0 13
Industrial 0 26 9 45 1 -4 -9 -4 12 3 -1 0 3
Manufactured Hsg. -1 -16 7 7 -6 3 13 -1 -1 0 0 0 -1
Self Storage 0 -1 27 17 -1 8 -1 -1 7 -1 3 0 3
Senior Housing 0 179 32 27 20 -1 -1 -1 -1 0 -1 0 62

Note: Projected total losses include losses to date and forecasted losses. Forecasted additional losses equal 50% of projected liquidations as a
percentage of original balance, w hich is calculated by applying a likelihood of REO to each delinquency category as follow s: <= 1mo. (5%), 30 days
(20%), 60 day (40%), 90 (60%), in foreclosure (80%) and REO (100%). Forecasted additional losses equal 50% of projected liquidations as a
percentage of original balance.

NS
NS

Calculations: Banc of America Securities, LLC Source: Intex, BAS Real Estate Research (James Stouse, et al)



CMBS Delinguencies by MSA

as ofi April 2006, change since Eeb.

1Mo, 2 Mo, 3 Mo, Forecl. RED Total Liguidations Changes Current Balance

Mew Orleans, LA 0.46% 1.23% 3.46% 0.54% 0.00% ET70% 781% -1.22% 3 168658387408
Detroit, M 0.59 0.28 0.09 0.18 112 226 643 0.22 7,136,008,696.64
Dallas, TX 0.30 0.22 043 0.08 0.85 1.89 6.23 0.32 12,752,366,802.52
San Jose, CA - - - 1.08 0.38 1.46 617 -0.08 4 370,055,936.31
Atlanta, GA 0.08 0.08 0.04 0.16 0.96 1.31 .09 -0.25 967739973235
Orlando, FL - 0.05 062 - 0.56 1.23 h89 0.21 4443 432 23278
Houston, TX 016 0.02 0.18 0.19 0.53 1.09 hT8 -0.13 11,779,662 45050
Cincinnati - - - 0.39 0.43 0.82 570 -0.08 2,554 426 TOB.T6
Boston 0.07 - 0.13 0.02 0.60 0.8z 567 0.01 9,285,295, 660.41
Chicago, IL 0.04 0.14 0.35 041 0.11 1.05 k66 011 13,378,996 520 63
Fhiladelphia - - - 0.08 0.49 057 53 016 10,861,191,359.259
San Antonio, TX 011 052 020 0.14 - 097 541 -0.20 2,724 686 244 61
Wirginia Beach - - - - 0.40 040 538 0.00 2918599 16922
Baltimore, MD - - 012 0.25 0.10 047 R 35 0.20 598991324978
Fortland - - 0.50 - 0.08 0.57 534 0.10 2,768,305,760.14
Tampa, FL - - - 0.12 0.14 0.25 522 0.01 3,722.947 826 53
Denver, CO - - - - 0.21 0.21 820 -0.03 4 842 B85 33023
Mnneapolis 027 016 0.04 - 0.06 054 518 D.08 3,564,132 988 96
Charlotte - 0.05 0.19 0.07 - 0.3 T 0.07 3.265.443 89030
Bridgeport, CT 0.83 - - - - 0.83 R13 013 2,6h4 288 155 34
Fhoenix, AZ 0.03 0.04 0.08 - 0.03 0.18 509 0.02 9,176,236,450.16
Seattle, WA 0.37 - 0.06 - - 043 509 -0 5578,009574.29
Mew York, NY 0.17 0.00 0.0 0.02 0.01 020 508 0.02 B9 36367661166
San Francisco, CA 0.16 - 0.03 - - 0.19 R04 0.02 999471292932
San Diego, CA - 0.02 0.03 - - 0.05 502 0.01 8.,020.558 53953
Los Angeles, CA - 0.02 - 0.02 - 0.04 R02 0.00 33,128,803, 867 24
Las Vegas, NV 0.02 - 0.03 - - 0.05 502 0.01 9045 724 13079
Miam, FL 0.12 - - - - 0.12 502 -0.07 12,481,471,672.38
Washington - - 0.02 - - 0.02 5.01 0.01 21,492,694, 82581
Fiverside, CA - - - - - - 500 -0 5148 78T 978 16
Sacramento, CA - - - - - £.00 - 3,207.153,188.36

Source: Intex and BAS Real Estate Research, LLC (James Stouse, CFA et al)



Economic / Demographic Data Providers

= Appraisal Institute - Site to do Business
(applies to most data sources)

= BEA, BLS, Census
= Economy.com
= Claritas (acquired NDS & UDS)

= State / Regional Data Sources

24



Rent — Vacancy Nat’l Data Sources

*Torto-Wheaton Research
*REIS

"Property & Portfolio Research
=CoStar

*CB Commercial

*Grubb & Ellis

»Cushman Wakefield
*RealFacts (Apt Only)

25



llop Real Estate Forecasting Companies

= Torto Wheaton Research
* Property & Portfolio Research
= REIS SE

= Rosen

26



Sale Comps — National Data Seurces

*Real Capital Analytics
*REIS SE

*LoopNet (recently added)
=CoStar Comps

*Your Firm’s Files

=Call Brokers, REITS, etc.

27



Expenses — National Data Sources

*|REM (Office, Retail, Apt)

*ULI - Dollars & Cents (several versions)
*NAIOP

=CoStar Comps

*REIS

*RealtyRates.com (market survey)

=Your Firm’s Files!

28



Cap Rate — Nationall Data Seurces

*Real Capital Analytics
*RERC Investor Survey

=*CB National Investor Survey
=Cushman Wakefield

*Grubb & Ellis — Outlook
=CoStar Comps

"Korpacz

29



Real Estate Loss - bata Sources

*FDIC — Whole Portfolios Only

*Annual Reports (REIT / CMBS)

*SNL DataSource, from SNL Financial (REIT)
*Trepp — CMBS - trepp.com

=Conquest from S&P — cmbs.com

sIntex — CMBS data — intex.com
*SRAs - S&P, Moodys, Fitch
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