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The bull market is over!
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The strategyéin a nutshell

ÅDocument the deteriorating economy

ÅSlow impact on

ˈ Tenancies

ˈ Real estate space market

ˈ Declining real estate prices/value

ÅBring it down to the local market

ˈ Better or worse than the national market

ˈTiming is an issueénot all markets cycle together

ÅHighlight changing subject property operating

performance
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ÅJob growth negative for 10 months

ÅUnemployment rate steadily rising

ÅNew unemployment filings at recession levels

ÅRate of consumer spending growth decreasing

ÅBusiness profits go negative

ÅStocks off 40% from their historical high

ÅMassive Federal bailouts of financial institutions

The foundationéitôs the economy
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Economic Trends
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The recession is hereénow!

Source: Bureau of Economic Analysis
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Job growthénegative into 2010???

Months After Commencement of Job Growth

Source: Bureau of Labor Statistics

Payroll Job Growth During Expansion - As of  September 2008
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Unemployment rateémoving up  

Household Survey (Unemployment Rate) 
1980 ςSeptember 2008

Source: Bureau of Labor Statistics

Shaded areas are the periods of business recessions as defined by the NBER.
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Unemployment claimsé recession

Shaded areas are the periods of business recessions as defined by the NBER.        

Weekly Unemployment Claims 
1978 ς10/4/2008
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Home saleséstarting to stabilize

Annual Existing and New Home Sales
1978 ςSeptember 2008
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Shaded areas are the periods of business recessions as defined by the NBER.        

Source: U.S. Census Bureau; National Association of Realtors
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Home price meltdownécontinues

Source: S&P/Case-Shiller 
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Consumers cash constrained

CHANGES IN ANNUAL RETAIL & FOOD SERVICES 
(1970 ςSeptember 2008*)

* September 2008 annual change is the first 9 months of 2008 vs. the first 9 months of 2007.

Source: U.S. Census Bureau

Shaded areas are the periods of business recessions as defined by the NBER.        
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Business spendingédefinite decline

CHANGES IN ANNUAL BUSINESS SPENDING 
(1970 ς3Q08)

Source: Bureau of Economic Analysis

Shaded areas are the periods of business recessions as defined by the NBER.        
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Even the Dark Knighté
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Extent of credit crisiséenormous

ÅFinancial firms (global)

ÅMore Federal bailouts after Bear Stearns

ˈ Write downs and losses $501.1 billion

ˈ Capital raised $352.9 billion

ˈ Fannie Mae/Freddie Mac $200.0 billion

ˈ AIG $  85.0 billion

ˈ Credit market bailout $700.0 billion

ˈ Automaker loan guarantees $  50.0 billion

ˈ State unemployment funds $???.? billion

ÅMore to comeéit is not over!

Korpacz Realty Advisors



Real Estate Space Markets
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Office market fundamentals

Completions, Net Absorption, and Vacancy Rate, U.S. Office Markets (2000-2012F)
As of 2Q008

Source: Torto Wheaton Research Korpacz Realty Advisors



Industrial market fundamentals
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Completions, Net Absorption, and Vacancy Rate, U.S. Industrial Markets (2000-2012F)
As of 2Q008

Source: Torto Wheaton Research Korpacz Realty Advisors



Apartment market fundamentals

Completions, Net Absorption, and Vacancy Rate, U.S. Apartment Markets (2000-2012F)
As of 2Q008
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Retail market fundamentals

Completions, Net Absorption, and Vacancy Rate, U.S. Retail Markets (2000-2012F)
As of 2Q008
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Hotel market fundamentals
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Changes in Supply and Demand, U.S. Hotel Markets (2001-2012F)
As of 2Q008

Source: Torto Wheaton Research
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Hotel market fundamentals
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Source: Torto Wheaton Research
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Real Estate Capital Markets
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