
The Current Recession in Context

E ith MONTHS OF DECLINE AND RECOVERY FOR TOTAL EMPLOYMENTEven with 
massive 
stimulus, we 
expect the 
d d
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Source: BLS, Moody’s Economy.com



Debt Drives Real Estate Pricing

C it l fl FOUR QUARTER MOVING AVERAGE OF DEBT FLOWS AND CAP RATESCapital flows 
drive pricing

Availability 

FOUR QUARTER MOVING AVERAGE OF DEBT FLOWS AND CAP RATES
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As of 2008Q4
Source: Federal Reserve, NCREIF



Maturing Loans Will Be Difficult to Finance
COMMERCIAL MORTGAGE MATURITIES ($Billions)COMMERCIAL MORTGAGE MATURITIES ($Billions)
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How Do We Value Assets in a WorldHow Do We Value Assets in a World 
With No Trades?
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Source: Real Capital Analytics, Inc. 
Includes office, industrial, retail, apartments



REIT Share Prices and NCREIF Value Index
INDEX 1977 = 100INDEX, 1977 = 100
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Public Real Estate Private Real Estate

Source: NAREIT, NCREIF, AEW Research



Putting Real Estate Equity Yields in Context

Pr rt COMPARATIVE YIELDS: MORTGAGE RATE BONDS PUBLIC REITSProperty 
yields are 
simply too 
low relative 

h

COMPARATIVE YIELDS: MORTGAGE RATE, BONDS, PUBLIC REITS
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Source: NCREIF, American Council of Life Insurers (ACLI), Green Street, Bloomberg



What to Expect for NOI Growth

E i PEAK TO TROUGH DECLINE IN PROPERTY NOIEconomy  is 
worse in this 
cycle and the 
property 

k ll
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What is the Futures Market Saying?

CONTRACT
AS OF DEC. 2008

SHORT SIDE WILL 
PAY NCREIF+

IMPLIED CUMULATIVE 
TOTAL RETURN

IMPLIED CUMULATIVE 
CAPITAL RETURN

2009 20% (20%) (24%)

5 ( ) ( )2010 15% (30%) (38%)

2011 9% (21%) (33%)

8 AEW Real Estate Market Outlook

Source: VYAPAR Capital Market Partners LLC.



Impact of NOI and Cap Rate Changes on Value

CAP RATE INCREASE FROM NCREIF 2008 Q4 LEVEL OF 5.5% 
(BASIS POINTS)(BASIS POINTS)
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