


Blo copvignt 2011 Costar Group inc_Presented by Andrew Fiorance, presidentandceo |
More Jobs Mean More Spending in 2011 EmgCOSTAR

|
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10-Year Treasury Rates EmJCOSTARw
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10 Year Treasury Rates Since Dec 2008 EmJCOSTAR
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Inflation Rates Versus Commodity Prices EmJCOSTAR

«==Commdty Prices e==|nflation, CPI
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CoSTAR|

Where Are Interest Rates Headed?

Long Term Risk Free  _ Long Term Real + Approx Expected
Government Rates ~— Growth Rate (GR) Inflation Rate (1)
LT Growth Rate in Inflation Nominal Rate for 10
GDP Yr Treasury Bonds
2.5% 2.0% 4.5%
3.0% 2.5% 5.5%
3.5% 3.0% 6.5%

But QE2 could keep us well below these figures for
2011 until at least June when bond buying eases off
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Federal Reserve's Industrial Production ‘COSTAR\W
Index
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ISM Purchase Managers Index CoStax)
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Consumer Confidence E%Sﬁ‘i
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Retail Sales (Through Dec 2010)
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Worst Post-War Job Loss Periods by % of ‘COSTAR\"”
Pre-Recession Workforce
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Total Nonfarm Employment CoStar

O Total Non-Farm Employment (millions) B Forecast (per Moody's Analytics)
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Nonfarm Job Growth Em;(:osm“”
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Office Using Job Growth EmJCOSTARw
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Unemployment Since Jan 2007 Eﬁﬁfﬂ
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Corporate Profits
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Housing Distress Remains: Case Shiller ‘COSTAR\W

Takes A Double Dip (Starts in Jan 2000)
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Housing Distress Remains: Case Shiller ‘COSTAR\W

Takes A Double Dip (Starts in Jan 2000)
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Economic Danger Zones for ‘COSTARF
2011 and beyond

Oll price increases based on emerging
market demand (China, India)

Rising health care costs even before the
health care plan coverage of 32 million
Americans Is implemented

A terrorist act or continued stupidity on the
part of North Korea

Rising interest rates after June of 2011
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EIEJ

Weaning the US off of the Bernanke QEZ2
pump and government stimulus will be hard.

Debt Deficit could be catastrophic if not reined
In with a solid and legislated plan.

Short term slack in the labor markets will keep
prices and interest rates down for the first half
of 2011 but commodity prices will lead
inflation.

Positive employment will drive positive
absorption.



Leasing Market Review
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U.S. Leasing Activity by Quarter
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Net Absorption ‘CoSTAR\w
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COMMERCIAL REAL ESTATE |  JANUARY 4, 2011
Fresh Signs of Life in Office Market
5 7
By ANTON TROIANOVSKI
|
‘ The amount of occupied U.S. office space increased for the first time in nearly three years during
the fourth quarter of 2010 as more companies that had been postponing real-estate decisions got
| back into the leasing market.
‘ Average office rents also rose by 0.2%, to $22.09
per square foot, registering their first uptick
since the second quarter of 2008, according to
property-research firm Reis Inc. While the 79
metropolitan areas tracked by Reis vary greatly,
the national trend means that in many regions
the balance of power is shifting to landlords
from tenants.
2010 4q
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Office Space Uptick Cosmr
Quarterly change in occupied U.S.
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Net Absorption and Office Using Job COSIAR|
Growth Em;

@ Office Net Absorption  ===Office Using Job Growth
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2010 Net Absorption in 20 Largest Markets EIM:JCOSTAR

Washington 15.4
Dallas/Ft Worth 1 2.5
Denver 1 2.4
Seattle/Puget Sound 11.9
Houston 11.9
Chicago 11.9
South Florida 1 1.6
Minneapolis 11.5
San Francisco 109
Phoenix —10.8
Philadelphia /0.8
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New York City (0.7) —]
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Los Angeles (2.4) 1
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Construction Starts
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Under Construction as % of Inventory In ‘COSTAR\“’
20 Largest Markets
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Vacancy and Availability Rates CoStar
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Quarterly Change in Vacancy Rate EMJCOSTARW
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Percentage of Submarkets With Declining ‘COSTAR\“”
Vacancy Rates
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Current Vacancy Rates in 20 Largest

Markets

President and CEO

New York City :
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Quarter-Over-Quarter Change in
Occupancy Rates in 20 Largest Markets

San Francisco
Detroit
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Washington

Chicago
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South Florida
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President and CEO

‘COSTAR \
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Class A Office Quoted Rental Rates Em:JCOSTARW
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Annual Change in Quoted Office Rents EmJCOSTAR
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Contract Rent to Asking Rent ‘COSTAR\“’
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Quarter-Over-Quarter Change in Rental
Rates in 20 Largest Markets
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Vacancy Forecast E%S&fﬂ
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Rent Forecast ‘CoSTAR\
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Capital Markets and Sales
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Change in CRE Debt Outstanding Eﬁ:’f}ﬁ“ﬂ

m Life Insurers and Pension Funds = Depository Institutions = CMBS
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Billions of Dollars in CMBS Issuances
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Quarterly CMBS Issuances CoStar

1990 4q 1992 4q 1994 49 1996 4q 1998 4q 2000 4q 2002 4q 2004 4q 2006 4q 2008 4q 2010 4q



REIT Capital Offerings EmiCOSﬂ\RW

w|POs mSecondary Equity = Unsecured Debt = Secured Debt
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Year-to-Date Sales Volume in 20 Largest

‘COSTAR \

Markets

New York City | 1 $8.3
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For Sale Properties Withdrawn From the ‘COSTAR\“”
Market
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Select Top Sales Fourth Quarter 2010 Sy

i
g 11¥
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John Hancock Tower
100- 200 Clarendon Street
Boston, MA

12/29/2010

$930,000,000

$521/SF

Hyatt Center
71 S Wacker
Chicago, IL
12/20/2010
$625,000,000
$419/SF

Potomac Yard
2733-2777 Crystal Drive
Arlington, VA

10/1/2010

$241,912,936

$389/SF

Heritage Plaza

1111 Bagby & 430 Lamar Street
Houston, TX

12/9/2010

$321,500,000

$280/SF

Port of NY Authority
Inland Terminal

111 Eighth Avenue
New York, NY
12/22/2010
$1,770,000,000
$606/SF



Price Per Square Foot Top Ten Office ‘COSTAR\“”
Markets By Volume
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Premium Paid Per Square Foot For a ‘CQSTAR\W
90% Leased Property
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Prlce PSF for Offlce Bwldlngs At 90% Plus ‘COSTAR\W
Occupancy Over Those at 70% or Less
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Price of the Average Sale Over Time
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Cap Rates E%Sﬁ‘i

===Average Cap Rate Weighted Average Cap Rate
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Weighted Average Cap Rates By Deal Size ‘COSTAR\“”
(Two Quarter Moving Average)
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Year-to-Date Cap Rates in 20 Largest ‘COSTARr

Markets

New York City | 5.7
Northern New Jersey | 1 6.8
San Francisco Bay Area 16.8

Long Island (New York) 1 7.0
Washington | 1 7.2
Seattle/Puget Sound 1 7.2
Los Angeles 1 7.6
Westchester/So Connecticut 1 8.2
South Florida 1 8.3
Chicago 1 8.3
Denver 1 8.4
Phoenix 1 8.5
Houston 1 8.8
Orange (California) 1 8.8
Atlanta 1 8.9
Minneapolis 19.0
Boston 19.1
Dallas/Ft Worth 19.2
Philadelphia 19.3
Detroit l 9.8
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CoStar's Quarterly Repeat Sale Index Em{COSTARw
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CoStar's Monthly Repeat Sale Index E%S&%
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ar- Over Year Change In CoStar's ‘COSTAR\W

Monthly Repeat Sale Index
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Number

of CoStar Repeat Sale Sub-

Indices Going Up in Value

== Number of Sub-Indices Going Up in Value === CoStar U.S. Composite Index
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Year-Over-Year Change in CoStar's

Repeat Sale Indices
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Average Year-to-Date Price Per SF in ‘COSTARr
20 Largest Markets

New York City | 1 $429

Washington 1 $380

Seattle/Puget Sound 1 $263

Chicago 1 $241
San Francisco Bay Area | 1 $240
Los Angeles 1$232
Orange (California) 1 $219
Boston 1$183
Long Island (New York) 1 $169
South Florida 1 $158
Denver 1 $158
Minneapolis 1 $151
Houston 1 $143
Northern New Jersey 1 $137
Phoenix 1 $107
Westchester/So Connecticut 1$102
Dallas/Ft Worth 1 $96
Philadelphia 1 $94
Atlanta 1 $82
Detroit /""" $69

$0 $50 $100 $150 $200 $250 $300 $350 $400 $450 $500
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Distressed vs. Non-Distressed ‘COSTAR\W
Sales Volume
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Distressed Sales Volume E%Sﬁ‘i
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Andrew Florance, President and CEO
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= |ndustrial —Retail Multifamily ——Hospitality

Distressed Sales Volume by Property Type EmJCOSTAR
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Year-to-Date Net Buying by Investor Type EmJCOSTAR

B Bought @ Sold = Net Purchases

| BN

Private Institutional Private Equity User REIT/Public

$15,000

$10,000

$5,000

$0

Millions of Dollars

-$5,000

-$10,000 —+

-$15,000 +

Source: CoStar Group



Summary

G R O U P © Copyright 2011 CoStar Group, Inc. Presented by Andrew Florance, President and CEO




