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The overall investment and capital markets continue to be im-
pacted by the woes generated by the subprime industry that 

ăqyjwji ymwtzlm fqq ă}ji2nshtrj y~uj uwtizhyx3 \mnqj rfs~ ufw-
ticipants hope that the return of  European investors post-summer 
vacations could increase demand, it is important to understand 
that European investors incurred major losses in real estate bonds 
fsi ny |nqq yfpj xtrj ynrj ktw Z3X3 ns{jxyrjsy gfspx fsi hwjiny 
wfynsl fljshnjx yt wjlfns xtrj qj{jq tk  hwjingnqny~3 Ymj ltti sj|x 
nx ymfy xuwjfix ts ymj FFF Htrrjwhnfq Rtwylflj Gfhpji Xjhz-
wnynjx -HRGX. |jwj xyfgqj ktw 7 |jjpx fy ymj ynrj tk  ymnx fwynhqj 
-Xjuyjrgjw <1 755<.3 Xuwjfix ts ymj FFF ywfshmj gqj| tzy yt 
<; gfxnx utnsyx fgt{j x|fux gzy hfrj gfhp yt := gfxnx utnsyx3 
Regardless, demand for the junior tranches continues to remain 
{jw~ |jfp fsi xuwjfix wjrfns fy mnxytwnhfq mnlmx3 \nym ymj uzqqtzy 
tk  mjilj kzsix fsi HITx1 ymj G unjhj rfwpjy nx qnrnyji3 Xtrj 
commentary about the market:

INVESTMENT MARKET 
\mnqj ymjwj nx fruqj hfunyfq ns ymj rfwpjy1 uwn{fyj ns{jxytwx 

wjq~nsl ts ijgy ăsfshnsl mf{j fiozxyji ymjnw uwnhnsl ijujsinsl 
ts ymj zsijw|wnynsl tk  ymjnw qjsijwx3 Ymj gniinsl fsi uwnhnsl 
remains random and there are situations where we continue to 
xjj qt| ;* hfu wfyj uwnhnsl3 Mt|j{jw1 ktw G fsi H xyfgnqn ji fx-
sets in secondary markets, we have seen a dramatic pull-back in 
nsyjwjxy fsi uwnhnsl3 Ktw ymnx xjlrjsy tk  ymj rfwpjy1 ymj gni4fxp 
xuwjfi gjy|jjs gz~jw fsi xjqqjw nx uwjyy~ xnlsnăhfsy fsi htzqi 
hfzxj ymfy rfwpjy yt xyfqq tzy ts f xmtwy yjwr gfxnx3 Ns xnyzfyntsx 
|mjwj ymj uwtujwy~ uwt{nijx hfxm Ąt| lwt|ym1 ymj ns{jxytw hfs ljy 
more aggressive by pricing the deal with a lower going-in return 
gzy zynqn nsl f 72 yt 82~jfw nsyjwjxy2tsq~ qtfs xywzhyzwj yt jslnsjjw 
f mnlmjw wjyzws zsynq ymj hfxm Ąt| lwt|ym thhzwx3 Uwtujwynjx |nym 
fyywfhyn{j ns2uqfhj ăsfshnsl fy uwj2rjqyit|s yjwrx -n3j3 652~jfw1 
nsyjwjxy tsq~1 jyh3. |nqq ywfij fy f uwjrnzr3 Ktw xjqqjwx1 ny nx hwnynhfq 
yt zsijwxyfsi mt| ~tzw gz~jw uqfsx yt hfunyfqn j ymj ywfsxfhynts1 
the underwriting terms of  its capital sources and the source of  
ăsfshnsl gjmnsi ymj hfunyfq xtzwhjx3 

CONSTRUcTiON LOAN MARKET 
\mnqj ymj hwjiny rfwpjy |tjx nsnynfqq~ nrufhyji ymj ujwrfsjsy 

ăsfshnsl rfwpjy1 |j fwj xjjnsl f uzqq2gfhp ns ymj sts2wjhtzwxj 
htsxywzhynts qjsinsl xnij3 Wjhjsyq~1 f rfotw sts2wjhtzwxj hts-
xywzhynts qjsijw fsstzshji ymfy ny |fx ljyynsl tzy tk  ymfy xufhj3 
The biggest long term impact will be an adjustment in the ap-
uwfnxji {fqzjx tk  ymj uwtojhy zuts xyfgnqn fynts |mnhm |nqq nrufhy 
available construction loan proceeds upfront (requiring more eq-
zny~.3 Mt|j{jw1 {nf xywzhyzwji ăsfshj xywzhyzwjx1 gtwwt|jwx hfs 
xjhzwj fiinyntsfq uwthjjix3 

JOiNT VENTURES

The abundance of  high leverage debt capital has allowed inves-
ytwx fsi ij{jqtujwx yt uzwxzj ns{jxyrjsy4ij{jqturjsy tuutwyzsn-
ties without having to bring in a joint venture partner (and diluting 
ymjnw uwtăyx.3 Ltnsl ktw|fwi1 |j j}ujhy yt xjj fs nshwjfxj ns ymj 
szrgjw tk  otnsy {jsyzwjx izj yt ymj uzqq2gfhp ns ymj ijgy rfwpjy3 
There are a variety of  joint venture structures in the market and 
ij{jqtujwx4ns{jxytwx xmtzqi zsijwxyfsi |mfy nx f{fnqfgqj ktw fs~ 
ln{js tuutwyzsny~ gjktwj htrrnyynsl yt f ufwysjw3 

WHOlE LOAN SAlES

Ymjwj mfx gjjs f xnlsnăhfsy nshwjfxj ns ymj {tqzrj tk  |mtqj 
qtfs tkkjwnslx -ujwktwrnsl fsi xzg2ujwktwrnsl. gjnsl gwtzlmy 
to market by conduit lenders, banking institutions and insurance 
htrufsnjx3 Ymj hfunyfq rfwpjy htwwjhynts mfx uwtgfgq~ rtyn{fyji 
qjsijwx yt kthzx ts hqjfsnsl zu ymjnw gfqfshj xmjjyx3 Ymnx htzqi 
create more opportunities for traditonal investors to secure access 
yt wjfq jxyfyj uwtojhyx3 

OPPORTUNiTiES 
This changing market will create opportunities in both the hard 

fxxjy fsi fqyjwsfyn{j wjfq jxyfyj ns{jxyrjsy rfwpjy3 Ktw j}fruqj1 
there is a great opportunity in the residential mortgage backed 
security market given the massive sell-off  and fear occurring in 
ymnx rfwpjy3 Xuwjfix ts Wjxnijsynfq Rtwylflj Gfhpji Xjhzwnynjx 
-WRGX. ufujw fwj hzwwjsyq~ 9 yt : ynrjx -ns xtrj hfxjx rtwj. 
ymjnw uwj{ntzx qj{jqx3 \nym ymj qfhp tk  qnvzniny~ ns ymj rfwpjy1 ymj 
gni xnij mfx fqq tk  ymj qj{jwflj fy ymnx ynrj1 rfpnsl xnlsnăhfsyq~ 
inxhtzsyji gz~x utxxngqj3 Fqq nxxzjwx fwj sty ymj xfrj fsi ymj ufsnh 
tk  ymj rfwpjy mfx ÷ymwt|s ymj gfg~ tzy |nym ymj gfym |fyjw3ø Ymnx 
rfpjx xnlsnăhfsyq~ fgt{j2rfwpjy jvzny~ y~uj wjyzwsx ts xfkjw nxxzjx 
utxxngqj -6:* yt 75* zsqj{jwflji wjyzwsx ts FF4F ywfshmjx tk  
ymj xyfhp.3 Ymj wnxpx yt ymnx ufujw fwj {jw~ ufqfyfgqj@ xzg2uwnrj 
uttqx mnxytwnhfqq~ f{jwflj <3:* yt 653=* ijkfzqyx |nym ;5* yt 
<5* wjht{jwnjx3 Xzg2uwnrj uttqx twnlnsfyji ns 755; -ymj wnxpnjxy 
{nsyflj. fwj j}ujhyji yt j}ujwnjshj 75* ijkfzqyx wjxzqynsl ns 67* 
qtxx3 Ktw FF 4 F xjhzwnynjx yt xzkkjw tsj itqqfw tk  qtxx1 ymj rtwylflj 
uttq |tzqi mf{j yt j}ujwnjshj hzrzqfyn{j ijkfzqyx tk  ;:* ktw FF 
-qtxx tk  7;* tk  uwnshnufq. fsi :7* ktw F -76* qtxx.1 |mnhm |tzqi 
nsinhfyj sjfw hfyfxywtumnh jhtstrnh j{jsyx3 Ymj pj~ nx yt rfpj 
ns{jxyrjsyx xjqjhyn{jq~ gfxji ts ~njqi -uwnhj.1 ns{jxyrjsy4htqqfyjwfq 
wfynsl1 xywzhyzwj1 vzfqny~ tk  nxxzj -nxxzjw. fsi xjw{nhjw1 {nsyflj tymjw 
vzfqnyfyn{j fsfq~xnx3 Ymj rfwpjy nx j}ujhyji yt qfxy zsynq ymj jsi tk  
ymj 9ym vzfwyjw1 rfpnsl xujji fsi Ąj}ngnqny~ tk  ymj jxxjshj3 Tu-
utwyzsnynjx ns Fqyjwsfyn{j Wjfq Jxyfyj Ns{jxyrjsyx -WRGX4HRGX1 
HIT1 ijwn{fyn{jx1 jyh3. |nqq htsynszj yt uwjxjsy ymjrxjq{jx {nf xmtwy 
yjwr nqqnvzniny~ fsi inxqthfyntsx3 Ywfinyntsfq wjfq jxyfyj ns{jxytwx 
should consider these opportunities as the risk adjusted returns 
htzqi gj rtwj fyywfhyn{j yt ywfinyntsfq wjfq jxyfyj3

Market Overview
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Loan Constants & Leveraged Yields

The recent drop in treasury yields has provided some re-
qnjk  yt gtwwt|jwx ijfqnsl |nym ymj nshwjfxji HRGX xuwjfi 
js{nwtsrjsy3 

REIT Update

T mj 652~jfw Ywjfxzw~ gtsi wfyj iwtuuji kwtr 93<=* yt 93::* -78 gux. izwnsl ymj rtsym tk  Fzlzxy3 \nym HRGX xuwjfix 
mtqinsl fy 6=526>5 gux1 ymnx mjquji nshwjfxji utyjsynfq qj{jwflji ~njqix <8 gux3

\mnqj ymj WJNY xjhytw fsi jfhm tk  ymj xzgxjhytwx fwj utxynsl sjlfyn{j wjyzwsx ~jfw yt ifyj1 Fzlzxy 755< ujwktwrfshj |fx 
utxnyn{j3 Ymj wjyfnq WJNY xjhytw utxyji f >3:;* wjyzws {jwxzx ;3:<* ktw ymj t{jwfqq WJNY nsij}3  

Economic Drivers & Treasury Rates
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RETAIL REIT UPDATE

REIT Stock
Symbol

Dividend
Yield

Current 
Price As Of

9/14/07

Stock Price % Change
From Previous Periods
8/13/07 1/3/07

SHOPPING CENTER 

ENCLOSED MALL

FACTORY OUTLET

OTHER RETAIL REITS

PUBLICLY HELD COMPANIES 

Agree Realty Corp. ADC 6.30% $31.47 2.11% -8.70%
Acadia Realty AKR 3.20% $25.73 8.79% 2.92%
AmREIT AMY 6.00% $8.11 7.70% -3.68%
Cedar Shopping Centers CDR 7.20% $12.65 -2.54% -20.49%
Developers Diversi� ed Realty DDR 4.90% $54.26 11.12% -14.21%
Equity One, Inc. EQY 4.60% $26.14 -0.23% 0.23%
Federal Investment Realty Trust FRT 2.90% $85.70 12.03% 2.12%
Inland Real Estate Corp. IRC 6.50% $15.25 2.76% -18.84%
Kimco Realty Corp. KIM 3.70% $43.50 10.32% -3.57%
Kite Realty Group KRG 4.80% $17.56 9.20% -6.35%
Ramco-Gershenson RPT 6.00% $30.46 0.16% -19.76%
Regency Centers REG 3.80% $71.91 9.25% -7.89%
Saul Centers BFS 3.70% $48.14 4.81% -13.87%
Urstadt-Biddle Properties UBA 5.60% $16.56 6.02% -11.82%
Weingarten Realty WRI 5.00% $40.01 0.28% -13.04%

CBL & Associates CBL 5.90% $15.22 -19.38% -19.38%
Feldman Mall Properties FMP 11.20% $7.96 -13.20% -37.27%
General Growth Properties GGP 3.60% $49.56 -3.03% -4.10%
Glimcher Realty Trust GRT 8.50% $23.01 9.26% -14.21%
PREIT PEI 6.00% $37.70 2.17% -2.00%
Simon Property Group SPG 3.50% $96.16 5.27% -4.77%
Taubman Centers TCO 2.90% $51.60 0.25% 1.10%

Tanger Factory SKT 3.80% $38.58  7.14% -1.13%

Colonial Properties Trust CLP 8.10% $33.98 3.76% -27.07%
Cousins Properties CUZ 5.60% $27.14 4.06% -21.92%
Entertainment Properties Trust EPR 6.10% $50.60 11.16% -13.58%
National Retail Properties NNN 6.10% $23.35 1.57% 2.95%

CB Richard Ellis CBG N/A $25.26 -18.52% -24.93%
Forest City Enterprises FCEA N/A $54.07 -8.88% -6.24%
Jones Lang LaSalle JLL                       0.70% $98.78 -6.95% 7.37%




