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Agenda

What is Happening to Real Estate Values

ƴIntroduction

ƴEconomic Factors influencing Real Estate Values

ƴReal Estate Indices

ƴMarket Sector Overviews

ƴImpact of Credit Markets/Debt on Real Estate Values

ƴThe Who, What and Where of Current Real Estate Investment Activity

ƴOutlook - What to Expect in Second Half of 2012 and Beyond

ƴQuestions & Answers
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Todayôs Presenters

Marc Shapiro, MAI, MRICS, Managing Director

Mr. Shapiro has over 20 years of experience in all aspects of analysis and valuation

of commercial real estate. He specializes in the valuation of individual properties and 

portfolios for financial reporting, lending, estate planning, gifting, partnership issues, 

eminent domain, purchase price allocations, ad valorem taxation, litigation support, 

public offerings, and portfolio analysis and in providing litigation support related to 

valuation issues. 

Joseph Suh, Director

Mr. Suh has over 18 years of experience in all aspects of analysis and valuation

for a broad spectrum of commercial property types. His specialties include valuation

and third party appraisal reviews of real estate portfolios for financial reporting, initial

public offerings, purchase price allocation and bankruptcy related issues. 
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Firm Introduction

ƴFTI Consulting helps companies and their stakeholders protect and enhance 

enterprise value in an increasingly complex legal, regulatory and economic 

environment.

ƴFTI Real Estate Solutions has a singular focus on the real estate industry and 

the capital markets that serve it. 

ƴOur Strategy, Capital Markets and Implementation platformé..

ƴ Integrates financial, operating and tax solutions

ƴ Aligns real estate with business goals

ƴ Positions real estate to create competitive advantage and enterprise value

ƴWe represent leading public and private real estate entities including REITs, financial 

institutions, investment banks, opportunity funds, insurance companies, hedge funds, 

pension advisors and owners/developers. 
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Integrated solutions for companies and creditors with underlying value in real estate

Real Estate Solutions: Value Proposition
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Vision - We see real estate as a strategic asset that 

creates competitive advantage and maximizes 

enterprise value.

Expertise - We leverage our deep history in real 

estate investment and restructuring, operations, 

valuation, tax, due diligence and underwriting to 

create integrated financial, operating and tax 

solutions. 

Experience - We structure and restructure asset, 

portfolio and operating company transactions and 

business plans, plan for tax and private wealth 

events, and source debt and equity financing.

Relationships - We have discreet access across 

the capital markets and strong relationships with 

strategic investors and operators.
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Representative Clients & Assignments
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Market Survey

Below are several polling questions that will pop up on your screen momentarily. We would 

appreciate your answering these at any point during the webinar. Once you have submitted 

your responses, the polling question window will close to allow you a full-screen view of the 

slides. 

ƴWhich risk factor presents the greatest risk to future real estate values?

ƴWhich locations possess the greatest and least potential for value growth?

ƴWhich asset classes possess the greatest and least potential for value growth?

ƴHow long do you think it will be before we reach "normal" market activity?

ƴWhich will present the greatest issue for real estate market values during the time it takes

to achieve ñnormalò market activity?

ƴWhat are your viewpoints regarding access to capital over the next 12 months? 

We will get back to attendees of this webinar with the results of our survey. Thanks for 

joining us today and for your participation in the survey.
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Economic Factors Influencing Real Estate Values

ƴ The economy grew at a 1.9% annualized pace during 1Q12. 

ƴ Gains in GDP were driven by positive contributions from personal consumption, equipment and 

residential investment, offsetting weakness in government spending. 

GDP

Source: Bureau of Labor Statistics

Annualized GDP Growth Rate (1Q 2002- 1Q 2012)
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Economic Factors Influencing Real Estate Values

ƴ ISM manufacturing sector contracted for the first time since April 2009.

ƴ The Purchasing Managerôs Index fell 3.8 percentage points in June. 

ƴ Economists see the pace of manufacturing activity under pressure for the remainder of 2012.

Institute for Supply Management Index 
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Economic Factors Influencing Real Estate Values

ƴ Job growth during 2Q12 was the weakest since 3Q10. 

ƴ The unemployment rate remained at 8.2% in June, the 41st consecutive month above the 8.0% 

threshold.

Labor Market Conditions ïUnemployment Rate

U.S. Unemployment Rate

Source: Bureau of Labor Statistics
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Economic Factors Influencing Real Estate Values

Labor Market Conditions ïEmployment Recoveries

Source: Bureau of Labor Statistics
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Economic Factors Influencing Real Estate Values

ƴ Job gains were widespread among industries within the private sector, but the public sector 

continued to shed positions.

Labor Market Conditions ïEmployment Growth

U.S. Non Farm Employment Growth (in thousands)

Source: Bureau of Labor Statistics
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Economic Factors Influencing Real Estate Values

ƴ Job gains in the office-using employment sector (professional & business services, financial activities 

and information) have outpaced broader job gains since job growth turned positive.

Labor Market Conditions ïOffice-Using Employment Growth

U.S. Non Farm vs. Office-Using Employment Y-O-Y Growth

Source: Bureau of Labor Statistics
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Economic Factors Influencing Real Estate Values

Unemployment Rates by State

Seasonally adjusted, May 2012

U.S. Rate = 8.2 percent

Source: Bureau of Labor Statistics, Local Area Unemployment Statistics
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Economic Factors Influencing Real Estate Values

ƴ Consumer confidence fell for the fourth consecutive month in June. 

ƴ The June reading is 8.7 points lower than the January reading. 

Consumer Confidence

Source: Bureau of Labor Statistics and the Conference Board
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Economic Factors Influencing Real Estate Values

AIA Architecture Billings Index (ABI)
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ƴ The ABI declined significantly in May to 45.8. 

ƴ Billings are mirroring the trend set in 2011, when a slowdown in spring activity occurred. 
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Economic Factors Influencing Real Estate Values

ƴ Household debt service ratio (DSR) has declined for 12 consecutive quarters. 

ƴ The current DSR reading of 11.0 is approximately 15.0% lower than the moving average of 13.0 

recorded from 2000 to 2011.

Income Levels: Debt Service Ratio

Source: The Federal Reserve
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Economic Factors Influencing Real Estate Values

ƴ Overall disposable personal income levels continue to rebound.

ƴ The personal savings rate declined to 3.7% during 1Q12 from 4.2% a quarter earlier and 5.0% a year 

earlier, respectively, but has since increased to 3.9% as of May 2012.

Income Levels: Disposable Personal Income vs. Personal Savings Rate

Disposable Personal Income (Billions) vs. Personal Savings Rate

Source: Bureau of Economic Analysis
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Economic Factors Influencing Real Estate Values

Retail ïHistoric Sales
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Source: Department of Commerce
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Economic Factors Influencing Real Estate Values

ƴ The average sale price of an existing home increased to $182,600 in May, a 7.9% increase from the 

prior year.  Year over year prices appreciated by the largest amount in the West and the smallest in 

the Northeast.

State of the Housing Market ïExisting Home Sale Prices
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ƴ Although the pace of existing home sales fell 1.5% in May to 4.55 million units, it is 9.6% above the 

pace set a year earlier. The decrease was likely due to supply constraints, not softening demand.

Economic Factors Influencing Real Estate Values

Existing Home Sales Annualized-Months Supply

Source: National Association of Realtors

Existing Annualized Home Sales vs. Monthly Supply
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Economic Factors Influencing Real Estate Values

NAHB/ Wells Fargo Housing Market Index

23

0

200

400

600

800

1,000

1,200

1,400

1,600

1,800

2,000

0

10

20

30

40

50

60

70

80

90

100

May-02 May-03 May-04 May-05 May-06 May-07 May-08 May-09 May-10 May-11 May-12

Housing Market Index

Single-Family Starts

NAHB/Wells Fargo Housing Market Index (HMI) and New Single-Family Starts

Source: NAHB/Wells Fargo Housing Market Index U.S. Census Bureau

H
o

u
s
in

g
M

a
rk

e
t 

In
d

e
x

N
e
w

 S
in

g
le

-F
a
m

ily
 S

ta
rts

 (in
 th

o
u
s
a
n
d
s
  o

f u
n
its

)

ƴ In June, homebuilder confidence increased within the NAHB/Wells Fargo Market Index to its 

highest point since May 2007 as more buyers seek to capitalize on low prices and interest rates.
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