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Capital Markets Panel !

*  Moderator: Joe Pagliari

e Panelists:

— Andy Bruce ‘02, Senior Vice President of Capital Markets, Behringer Harvard

— Louis Conforti, Global Head of Real Estate, UBS O’Connor

— Christopher Merrill, President & CEO, Harrison Street Real Estate Capital

— Michael Medzigian, Chairman, Watermark Capital Partners

— David Schwartz ‘90, Managing Member, Waterton Associates, LL.C



Before We Begin with Our Panelists

* Two observations:
— Recent path of capitalization rates,

— “Gateway” v. non-gateway markets

* Two warnings:

— Significant CMBS overhang

— New due-diligence item: State & local finances.
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Volume /Activity Related to Prices
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Source: Real Capital Analytics, “U.S. Capital Trends, Q3 2011”

* As property values fall, sales
volume declines

* As property values rise, sales
volume rebounds
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Averages Can Be Misleading 4

* Significant differences by quality:
Divergent Pricing Trends: Trophy v. CPPI v. Distressed
for the Period October 2007 through August 2011
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Sources: Moody’s, Real Capital Analytics and Geltner Associates.
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A Wave of Refinancings: ~$3.0 trillion Coming Due

Commercial Mortgage Maturities ($Bn)
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See: “PPIP: Secondary Becomes Primary,” Morgan Stanley Research, March 31, 2009.




The Aggressive Vintages Coming Due Later

CMES Annual Maturities ($Billion)
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Increasing Realization: Taxing the Rich Doesn’t Work

Top 1% of
earners’
percentage of
state personal
income tax
receipts
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* Tennessee and New Hampshice income taxes
only apply to dividends and interest income.

Taxing the Top | How high-earners fare in selected states

PERCENTACE OF STATEREVENUE  HIGHEST INCOME INCOME LEVEL PERCENTAGE OF INCOME TAX
STATE MADE UP BY INCOME TAXES TAX RATE WHERE IT KICKS IN RECEIPTS PAID BY TOP 1%
California 43.9% 10.3% S1 million

Vermont

Sources: Institute on Taxation and Economic Policy; Fed of Tax Adrr s; Tax Policy Center, Urban Institute and Brookings Institution

Source: Robert Frank, “The Price of Taxing the Rich,” The Wall Street Journal, March 26, 2011

At the state & local levels, “tax
the rich” policies are
increasingly problematic:

— The income of the rich is

more variable than lower
brackets

— The rich move to other states
(e.g., Florida and Texas) with
lower income taxes

Calls for “broadening the
(income) tax base” will be met
with political resistance.

In order to cope, state & local
authorities considering a range
of service cuts &/or increasing
other forms of taxation (e.g.,
property and transfer taxes)

— Both the cuts and the tax

increases adversely affect
commercial real estate values
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