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I - Kisk and Keturn

7o finance a Kisk, Epecting a Keteun

vV A project
= CorreSpond/ng Zo an
/dentified need

= Imp/y/ng production/
acgaisiz‘/on costs

— With immediate /Z{no//ng
For a foreward delivery

V Speculative move
— From crash test..
— ... 2o best case,
— With base scenario

Source: « Babel Tower », Pieter Bruegel
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7o run the Kisk o Finance Expectation

V No * Free luunch”

= /\/of/]/lnﬁ Is for sure:
CoSTs, expenses,
reventtes and proceeds Free Lunch
could could be
estimated bt rare/y
100% Secured

Real World

— Delay of production
/‘Mp//‘es Zhe need Zo
anticipate
 Tomorrow s market”

Uncertainty
Certainty

(V4 \/o/a({‘/‘/e relurns
— 7o put money ad risk

- 5\(/966{//73 (= 3»3{ i
back EXPECTATIONS

=5 AJ/Z‘/7 pro/fz‘ 100% sure to lose Break Even 100% sure to win
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A

5(@»7//&-‘ Irncorne proo/acf/g Asset |/3

V In'tial Valee 100

— 60 M reventte s e

2 Revenuelyear
Asset Valuation
Debt (LTV) Value:

2 Debt Amount

vV Initia/ Debt $0O Debt Cost 16,7 x 6,0 = 100,0

4 Interestiyear (Fixed Income)
s0% " Loan To Value 2+ [HolReveree/sm]

1-3 Equity .
5,0% cost =2 4,0 M of Equity Yield (Cash On Cash) 10,0% Debt:

interest per year 100,0 X 80% = 80,0
80,0x5,0% =4,0

— A 16y X multiple

Leading 2o a 2,0 M ret
revenie

Net Revenue:
VEsk? . | 6,0-4,0=2,0

— " hon recourse” Debt,
on/y 5aardnz‘eed éy a
Mol‘fgaﬁe Ceoith a 20%

R Kull‘édﬁ >

— E?a/iy immediately a
r/.\S(
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5(@»1//&-‘ Irncorne Prodacifg Asset |/3 ;

Value
Revenue/year
Asset Valuation

Debt (LTV)

4 Interestiyear (Fixed Income)
2+4 Net Revenue/year
1-3 Equity

Equity Yield (Cash On Cash)

Value:
Losses - 15,0 X 5,5 = 82,5

V Market Deterioration
- (2,8 M of value [ Debt:

decrease 80,0/82,5=97%
Debt: 80

— LTV up 2o 97% (only a .
3% " airdag” 97% LIV Net Revenue:

- (1:;,5) M of e?a/fy /oss 55— 4,0 = 1’5
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5(@»1//&-‘ Irncorne Prodacifg Asset |/3

v Fixed Dea/ ;
— Initial Value 100,0 M T

A 3 ‘ " > 2 Revenuelyear
$0% " Loan To Value Asset Valuation

— Cost of debt 4,0 M ~ Debt (LTV)
3 Debt Amount
= ffaiz‘y needed 20 M Debt Cost

4 Interestiyear (Fixed Income)
2+4 Net Revenue/year

; S\
1-2 Equity [ ) 5 \
‘/ &Pecz(dtllolhs Equity Yield (Cash On Cash) 10,0%

— 2,0 M net reventte

— Cash on cash 10,0%

Instial Value: 100 *°°

Ve4

Losses

V Market Deterioration

— (2,8 M of " losses’ Crashed Value: 65,0

- 3 : Debt: 80 (all equity lost,

s M~ net revenie 979 LTV Lender starts to lose money)
LTV wup 2o 97% (risk) ’
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Example: Incore Prodacifg Asset 2/3

V Fixed Deal/
— Initial Value 100,0 M
— 50% " Loan To Value"
— Cost of debt 4,0 M
= £?a/'z‘y needed 20 M

(4 5(/661‘6(5/0/75
— 2,0 M * net reventte
— Cash on cash 10,0%

V Market Improvement
- 170 M o profit”
— 2,5 M " net revente

— L7V down o S%
(no risk: a 32% " airéag 2

BO

1 Value
2 Revenuelyear
Asset Valuation

Debt (LTV)

3 DebtAmount [T

Debt Cost

4 Interest/year (Fixed income)
2+4 Net Revenue/year

1-2 Equity

Equity Yield (Cash On Cash}

a0 /'

CASE1

100,0
6,0 6,5
16,7 x 18,0 x
80% 68%
80,0 80,0
5,0% 5,0%
(4,0) (4,0)

20 25

200 70 |/

10,0% 6,8%

A

Profit

Equity: 20

Debt: 80

68% LTV
Debt: 80

New Vil 117,0 —

Initial Value: 100 “2 ¢

Boom Value: 117,0
(Equity not at risk,
Lender is very safe)

VARIANCE

+17,0
+0,5

jower nsk

+05
+17,0
PROFIT

Market
Tmprovement
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Example: Income Producing Asset 3/3

V New Vajue 12
— 2,8 M net revenue
— 8% LTV debit

V New Debt raised
— Up 2o 50% " LTV
— + 13,6 M oF newo debt

— 136 M distribiuted to
e?a/ty investor

V Lirutded risk

— Lender of on New LTV
(back 2o a reasonable
20% " airbag g

— 13y6 M distribution

— Only 3,9 M"at risk”

— Sl 12,0 M projected
remaining profit

Value
2 Revenuelyear
Asset Valuation

Debt (LTV)
3 Debt Amount
Debt Cost

4 Interest/year (Fixed income)
2+4 Net Revenuelyear

1-3 Equity

Equity Yield (Cash On Cash}

1mo |/

17,0

6,5 6,5
18,0 x 18,0 x
68% 80%
80,0 93,6
5,0% 5,0%
(4,0) (4,7)

25 18

37,0 n4s |/

6,8% 7.8%

N\

Profit

Vel 1170 =

Equity: 20

68% LTV
Debt: 80

80% LTV

Debt: 93,6

4 New I:> Distrib.: 13,6

Debt

Refinancing (+13,6)
Enables a distribution
(partial reimbursement of
initial equity invested)

+136
(0,7)
0.7)

(13,6)
DISTRIBUTION

Steady Marke
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Kisk ard Cycles

V' 7rees reach the Séy 4

— hnever ...

— o eVen in " bull” market

V' Is the overal/
econonny cyclical
- YeS...

— ... and cOnSe?aenz‘/y, E
/s as well

V Are K€ cycles
/I‘ea//‘cfaé/e 7

— ke eZ‘roSpecz‘/‘Ve/y yes

(Sl AR \\V‘

— Difference in ragmtude
and duwration

— Not all markets in the
Same phase

\
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vV A rever em/i/g Kapma 7

— Same causes produce
sSame effects

— What goes «Up meust 9o

down ?

VILL clock (offices)

— Not dlways turns
clockioise...

— Tewrns a@ different
\Speeo/s

— Cities are /9rez‘z‘y
spread around  the
C/oc,(’

V From clock Zo
Sinusoid

(V4 pr/me office rents in
La Défense:
= € 600/5gr1 in 200!
— € 400/597 in 2008
- € 550/59r1 in 2008

V The " pork curve”
— Volume & Price
— 4 phases

— Eplains second hand
%oasfnj Maréez‘ n
Paris

Amplitude
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Duration

Recovery
+ 50%

Recession
-33%
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'( ea/ Estale

V Market s/ow down

— Take—rip goes down .. Office Cycle in Paris Region

— ... New construction 000 sqm .
. ~ |Immediate supply == Take-up == New constructions
may continue (ro 566

Immediate ac/qu‘az‘/on)
Vacancy increases /\
Prices go down / \ / \ 3

V Market recovery /\ .
= 7’&,(’8—4(/9 5035 Up ... ]

— ... New construction
may stand stil! (rno
immediate adqu‘az‘/oﬁ

Vacancy decreases
Prices go up 90 91 92 93 94 95 96 97 98 99 [ILLI A 04 05 06 07 08 09 10

Sonrce: Atis Real, DREIF
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'( ea/ Estale

V Market s/ow down
— Eeonomy Slows down Employment Growth and Take-up of Greater Paris Office Space
= 6”7//0}/”,’8"1‘ o/ecreases ——— nggi)aétrln‘:m o~ Employment growth In Greater Paris (moving average) Irgv&aoc(rlrgns

- 7&%&—-4(/ goes dowon

vV Tenaits eXﬁerfem . 20%
fvorable balance of

power

1,0%

00%

- ﬂ(e—-aﬁ goes dowon

—-1,0%
— Tenant candidates are
pretdy rare

-20%

— Vacancy increases
— Prices (rend) ge

doeon

Source: Catella (top) & CBRE (left)
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Speca/az‘/\/e }e\/e/opmenz‘ Time Table

v /4:/»1//)1‘5{/'4(‘1‘&/3 '@S.é
— Get the Ea//d/ng perrt
— Without clams

Holding

vV Construction Kisk
— (Get 2he Ba/‘/c//ng done Letting

I+

— On Zime, @ Fforecasted '1q.7  Construction
[@=Nrat

Bldg Permit
Application

v /.etfflg '65.(
— " Pre-Let’” is betler

| 1 [
— @ Best /ease lerms M m Otoxyears?

Land Building Permit ol | £

V 6(1. Z‘ 5 Z(I‘ dfey Acqufsition Construgtion Start ully Let
— YWold before Sale ?
— Sale asap

Design

Initial Land Value of Building Value Exit Value
Value Buildable Land (empty/100% let ?)

LK - THEDATE Nov. 2005

V15,000 72 office 7

— Whdat rent ? Surface 15 000 m2 Value:
;. . 2 Rental ratio 18,0 X 9,0 = 162,0
— What * multiple 7 3=1x2  Annual Rent in €M i

Asset Valuation

— What production Cost Value : Costs:
CHRa ©  Margin ratio 15,000* x 3 k€ = 45,0

7=5x6 Needed Margin

Whda ,-,‘5% 4 #=5/  Acceptable Cost ] 162,0 x 25% = 40,5

9 Product. Ratlo (all In) 000 /m2 X
What debt ? o-ixo  BmductistaiCost ;:.g Acceptable Land Price™*:
11=8-10 v or
' 162,0 — (45,0+40,5) = 76,5
2 ’ ’ ’ ’
A)/—,af return needed : 12=30%x9 Equity Needed (LTC 70%) 36,5
13=12/(12+10) Equity Multiple 21x

* In reality price/ gross m2 (not
« leasable » m2)
(4 #ow Mdd/? 70 or fﬁe ** Gross Price # Net Price

land ?

— Va/ue ...

— .. PUNUS /arodacz‘/on
Costs

— ... PUNUS needed mgrg/n

Clextra Cost = Margin C1extra margin
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V15,000 712 office ? k CASE 2

— What rent ? Surface 15 000 m2
2 Rental ratio €750 /m2 P +25%

What ” medltiple 7 Annual Rent in €M 1,3

Asset Valuation 22.0x L2 +229%
What production Cost Value 2475 £ +53%

$ . 2 5 Margin ratio 25% =
Call in) ) 61,9 +53%

Needed Margin
ﬂ)/'I(ZZ‘ I‘IAS% 2 Acceptable Cost 185,6/

Product. Ratlo (all In) €3 600 /m2 [P +20%

wWhat debt 7 10=1x¢  Product.total Cost 540
11=8-10  Awvailable for Land 131,6 ,
What return needed 7

+72%

12=30%x9 Equlity Needed (LTC 70%) 55,7 /053%
13=12/(12+10) Equity Multiple . 21x

(4 #ow much for he
land ?

— Value ..

Value: Costs: Land :

— .. PUNUS /arodacz‘/on
22,0x 11,3=247,5 15,000 x 3,6 k€ = 54,0 247,5 — (54,0+61,9) = 131,6

Costs

— ... PUNUS needed marg/'n ; ; : T u 3
50 100 150 200 250 300

Clextra Cost ZLand m Cost = Margin C1extra margin
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vV Lhen /t/egoz‘/‘az‘irg Land k CASE2

— Price pad For Land Surface 15 000 m2 15 000 m2

2 Rental ratio L7 +255%
depends on Final s=1x2  Annual Rent in €M

/7}//902‘/735/.\5 < l/o/az‘///z‘y c:s“e:valuatbn ’ ' {;2;;.‘
betieen F6,5 and 13,6 ] Margin ratio
M (+722) ' Aimia Gt : we s
— Turn over (Va/ae)f Product. Ratlo (all In) €3 000 /m2 €3 600 /m2 | +20%

10=1x9 Product.total Cost 45,0 54,0
Fror 162,0 Co 247, M 11=-10 | Available for Land 76,5 1316 | +72%

(+53z> 12=30%x9 Equlty Needed (LTC 70%) 36,5 55,7 /053%
13=12/(12+10) Equity Multiple 21x
— Profit: £ror 40,8 M 2o i
54,0 M (+ 53%)

v Unegual split
— Tdentified * New Value"
goes mainly 2o Land...

. and then Zo Marjina/

profit 300
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V Dea/ done on Land

— Price £ixed for Lland
Cizi,6 M)

— Tern over decreases:

Surface

Rental ratio
Annual Rent in €M
Asset Valuation
Value

Land COST

CASE3
15 000 m2 15 000 m2
€750 /m2
11,3

220x -14%

(1,5)

2475
131,6

-25% [1(62,3)

Frort 247,58 Zo 155,3 M
(-25%)

— Profit falls:
From 6,9 2o s,6 M
(-a1%)

Product. Ratio (all In)
Product.total Cost

TOTAL COST |

[_1316 % - =
€3 200 /m2 N\ -11%
48,0 (6,0)

1796 | 3% (6,0)

€3 600 /m2
8=1x7 54,0

9=6+8 185,6

10=5-9 (56.,3)

Forecasted Margin
1=10/5

61,9 56 -91%
Margin ratio

25%

557
21x

12=30%x9 Equity Needed (LTC 70%) (1,8)

13=12/(12+10) Equity Multiple

V Unegual split
— Realized ” losses” ge
only Zo £§a/z‘y

Forecast

Actual

VLaﬁc/ Price a)/f/7 £ earn
out ; clause ?

B T e

w
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V Is fedure " Valwe"
2hat volatile 7
— Production tafes 2 Zo

3 years, future Market

/s far from now !

= In a 3 year pericd,
VO/az‘i/iz‘y affects
rents...

. and ” predtiples”

Muitipie (1 icap rate)

1996 1998 2000 2002 2004
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IIT - Urban View

3D representasion of population density in Moscow
by A. Bertaud and S. Malpezzi (Dec 2003)

v Uréban P/ann/lg
Specifies Zonflg-‘
) protect residential

area (against ofFices)
— 75 locate cerdain uses
) per///iery
— 7o build harmony

V Since O4s...
-\ IS /055[5/3 Zo
" peltiply” land ...

=3 ,éhow/hg cerdain
wurban zones attract
pecple [ife maghet's
e e e
V Certan uUses are »
— prore ” pro-/?fdé/e i Sourte L

— ... but restricted = f’ { |
; i
: 'l'f u!J “Il't' S
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Impact of Zonflg on Ph'c//g

V Demand focused on
lirnted sepply
- Scarcity creates
3 /)r/c:'ng " zones
- >9//3/I fr/'Ce\S create
needs Ffor density

V Segmerited submarkets
appear in Cities
— Epensive CBD (Cffy
Business District)

pﬁfl?hew
™ 4 'nd emerjl‘ﬂﬁ
Mdl‘(/eZ‘S
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vV Paris

- Gty 5rowz‘/7
constraned by walls

Protection of
Yistorical center
Expansion possible in
per/p/zery

— ... La Défense

v London
- No lirut 2o C/‘fy
expansion
limited * Protection”

 Bolevant” land available
Ffor densification

CQner A)/7QI‘1[‘ Sonrce: Google Earth
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thc{ Mw(//n;zaz‘ffon

V Isle of Dog 50

— A new business
District campef//g
with " The City ;

— No i C/'fy Frame R
constraint

— Yigh Kises and
a/enSffy

V la Défense 40

— A rew business
District campei//g -
with“ CBD"

— No ¥ C/'fy Frante ¢
constraint

— Yigh Kises and
a/enS/AZ‘y

Sonrce: AA & London Docklands
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é(réan ’ Maximizaz‘ion .

V Yugh Ferris Metaphor
-7 7778 Mez‘ropo/lls of

Tororrow. in 1929
— From small farm 2o . A 4 _ ‘
Y 0 Lo . e T Lt -
Gt BT 5w BB e RS ARG - ..

v CI'Z'y Séy//'he
— AFffected Ay OFffices
= Demonsz‘raf/‘ng
rarket SZ‘rergZ‘/?

2

V What's next ? S e i T :: rrﬁgl ik
- Shanghai 3 % : | .
= Daéczi
— New York

Coruscant ?
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" Mudtiphy " Land in Desired Areas

(4 )yorg Korg"
— An Island /’ac/ng Zhe St
continernt... | d ,’ {3 . E!!!lﬂ

e | N iy

— .. mainly occupied by
/7///5 44)/2‘/7 //‘M/lz‘ec/ ﬁaf
Shores

vV An old Bank in 1955

- /\/eecl//g more Space...

- ...Ma/z‘i/a/yf/g Floors

LK = DYEDATE Nov. 2008

vV “na/ howuse"” (WQI‘J Zo

remot/e)

- Sichuan cidy of
Chorage
Mrs Wu (1 owd of 250
ceoners) /io/d/ng ouwt
for #2.8 71, eoithoud
wdater or electricity
for 2 years
C,/‘Z‘y court force thers
2o move ouwt. IE's
called a “nail howuse" in
Chinese because it's
So Aard 2o pa// out
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(4 /&/a/‘/ )6/0415& & 77/)1/129
r Pro(/edi De/ay...
- .cos?s ﬁnahcfnj Fees...

— s deﬁeS a/e//‘l/ery Zo
rskier periods

v Nai/ )6/04153 & .DeS{gh
— Eai/o/fng Constraints

= ﬁoor p/an ef—/?c’,/ency
/S affected

Source: Sina Blog, China Dayby,
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Other * Nail Howses”

V Yistorical Landrark
— Listed (pro(edi‘ea/)
éa/‘/c///gS can ‘f be
demolished
— Whatever the Land
value 1s

V O/d building dies
— When use is
" wnderpertorming ", and...
— ...econornc context
renders eviction
poSSfé/e
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7he Sirger Buul

V)%SZOI‘/C‘A/ Land Mal"é

World's Zallest éaz/dmj
from 1905 2o 1909 (157 7.
41 floors

Demolition Aejan n 1967
Kazed in 19672 (Tallest

Structure, betore “ 9-i ", Zo
15& a'emo//S/]ea’)

Led Zo more active
Landmark Conservation

V One Liberty Plaza

B US Stee/ éai/dinﬁ »-’ Bedild
in 1922, 226 .
— 54 Floors

vV Kationa/: Floor size

— 390 m2 for " S'nﬁer i
— 3,400 2 For ~ One Li/;’erz‘y
Plaza” (198,000 m2 in 2otal)

(4 5(}5(‘/‘129 va/ues
= 77]8 Aé(/'/c/;nj-' € 4.5 »

(4 Zon/rg C/mrge
= »5‘3/7{ Zo build wup 2o
35,000 72
= Conseguently, land

valute wup to € 125.0 m
(>historical bldg value)

10=1x9
11=8-10

12=30%x9

v Interesz‘i@ e?aiz‘y

Story

— Demolition/re-
construction

— € 94.5 m efaify
Invested

— € 105.0 7 expected
profit

Oid Building

Surface

Rental ratic
Annual Rent in €M
Asset Valuation
Value

15 000 m2
€450 /m2

Margin ratio
Needed Margin
Acceptable Cost

Product. Ratlie (all In)
Product.total Cost
Available for Land

Equity Needed (LTC 70%)

13=12/(12+10) Equity Multiple

New Building

Old Building

‘ ) 25%

€3 000 /m2
45,

/ / 7
Source: NYC. Architecture.com
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VARIANCE
35000m2 +133%
€600/ m2 +33%

21,0

20,0 x +18%

420,0 S | +266%

€4 000 /m2 | +33%
140,0
175,0 / +233%

105,0
315,0

045 e223%
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vV A 2006 preject

— 2 Zewin Zowwers (5o &
55 1) Zallest in N.J.

— A #qs » project

(4 7701//73
— 1999 P/ann/nﬂ Board
approval Cold prcg/'ec@
— 2005 Construction

— 2007 P occupancy

V Full value at Delivery
- Bai/c//ns IS new
— Land Value maxinnzed

V10 years after
- _ga/'/a//‘nﬁ /S older
— Land Value ancﬁanged

V 20 years after
— Ba//c//ng IS5 obsolete
— Land Value ad risk
V' 30 years affer
Y Ba/l/o(/nj s demo/lhs/mgo/

— Land need reinvestrient

LK = DYEDATE Nov. 2008

Second hand Building

Obsolete Building

Non Equipped Land

Polluted Land

] 'Renovat
Costs

Obsolescence Threshold

Demolition Costs
Land Value

to

50,0
15000 M2

\
Initial Value

Source: Mark Kasgynski

45000 M2
35000 M2
25000 M2
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Chicago Spire: the Story Cortinues

V A 410 7 tocoer
= Ta//eSf Stee/ f}-ame
— Tallest full residential
— 150 Floors roz‘az‘/rg i Tl

vV 1,200 residences in
fromt of Lafe /V//'c///:gan
— Shelbotrne Development G.
=7 Sanz‘fago Calatrava
— First occupancy in 20l
— Flats from £0.5 2o 40.0m

S e
e

Source: Google Earth & Spire web site

(%4 Densfzfy in Che desert
- A)/—)y 30:'/73 Up when
Zhere is land

e\/erya.)/]ere 7
— Yow Zo 3ef a descent
occupancy ?
V Environmerntal free ?
— ALC. max !
— Transport

Source: Google Eartl & Burj Dubai web site
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Sao Patlo Urban Ja;g/e

V Anarchic Land
Developmert
— No strict rega/az‘/on..,

= Stronj econoric
incentive ...

— ... leads 2o wuréban
Chaos

V Yeaven of Peace
— O/d Aa//a//nj with
>‘//Sfory and /on3 Zerm
USe (%05/9/‘{&/ > f
— Listed Aa//o//‘nj/ area A\‘\‘
= High Quality vs. )
pire density
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Paa/o;g De\/e/opmenf

vV New S/zwg/mi Séy//ne
— World's tallest
éai/d/;g (Tirr Mao)
= >‘//3/I Kise
concentralion
— F Position in Emporis
Séy//ne ran(//ng

vA rapid development
- Only 2 /7/:9/7 rSes in
1995 (Oriental Pear! TV
461 77
— Sl Q /ot o—/’/and
available
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S/oec Dev. In %.SZ‘OI‘;CG/ cties ?

V Paris’ protected city
form (Haussmann)
— Linuted c/enS/‘Zy
— Listed Building and
protected area
— City's Preemption right
Zo contan inflation

V' Yope in periphery 7
— Good means of
Zransport
— Land already fulhy beilt

V New Yope ?
— Land liberation (de—
industrializadion)

N /4 ctive c/z‘y /D/ 62/7/./73

!
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V A necw ne{g/léor/lood
— 5,500 #lats #or 12,000

reco deoellers,
OFfices: 242,000 72,
[nc/ac//nj Jean Nowvel's
22 £loor green Zower
Ketai! & 6?40',9»73/71‘5 :
45,000 72
Delivery 2010-20l

Sonrce: DR & Ville de Boulgne
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Spec Dev. In %.SZ‘OI‘;CG/ cties ?

V London 15 a dense and
— Variable a/en\S/.Z(y

— Listed Ba//ding and
protected area
= Ma/f/p/e centres

v 4/7/(‘/7[/73 down Cown ?
— Obsolete éa//ding\s
— Strong demand
— New needs ( /705/9fz‘a//fy>

vV Land Renecoa/?
— >4/eavy refurbishrent

— " Facadism”

LK = DYEDATE Nov. 2008

v A c/m/ge of wuse

— sr¢ éa/ez‘y 7 heatre
(500 —1903)

=7 £n3/1'5/7 Electric
Company”, 2hen City
Bank Eaf/cl/nj
(1982-2003)

b 51'/462/7 %ofe/“ 200% Ay
Foster & Partners
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l///ea) Yoré >¢:9/7/y dense
and protected
— Linuted c/enS/‘Zy
— Linuted wuse of volure
(sby exposure plane)

— Some locdalion without
public Lransporiation

V Yope outside
Manhattan?

— New JerSey, Z.ong
IS/ano/, Broo,é/yn

V New Yope ?
— Medat /ac(/ District
— Yudson yarc/

l.a/:ge Develcprertt Zn Necw York 7

Sonrce: DR & Google Earth

vV Master Plan

— 24 rullion Souare feet
of offices space

— More 2han 13,000
/704(5//73 wunts

— More than 20 acres of
/%zé/ic open space

vV Services
— Etension of line 7
— Schools 777

Source: NY City Planning

—
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avs - Spec.be\/.';p& 75

Specudative Developmert

V Fird a’ relevast” land

— With /90\551'5/42 c/ensffy
¢ rig/ht 2o beild)

— With a rental market deep
enoaj/j (demand for office
space)

— Perceived as a location For
‘ sustanable” inestment

(4 program c/eS/:gn

— Building shape & surface

— Space split (45,000 72
divisible in 10 parf6>

vV Incone statement
7232‘52/ rent & exit value
Construction costs
Other costs
Land Costs
Profid...
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Progra/n

V Plot of Land: €35m

— For 13,000 72 of office
¢ right Zo beiild)

vV Construction: €335 »
— 13,000 m12 @ €2.7 &/m2

V &t Value: € 100
— Totd rent (NOI: € 5.0 m
(12,000 m2 @ €417/ m2)
— NDP: 20.0 x € 5.0 »

Net Leasable Arca:
- Rental ratio:

NOIL:

12 000 m2
€417 /m2

LK = DYEDATE Nov. 2008

V Asset Description

— An office Aa//c//rg with
€5.0m " Zriple net " rent
(3ro§5 rent/y = NOZI/y, a//
expenses recovered From
Z‘endﬂl‘)

(V4 A/ez‘ ( evenite: € lsn
— € 1007 NDP: Sale @ end of
vear s ; NDP = 20 x 5.0m
— € 15 » of total collected
NOI (3 years @ € 5.0M/y>

V 75ba) Costs: €sim

vV Gross Profit

— € 340 (00 + 15 - $1)

Construction
Holding
Sale

80

100 120
M Gross Profit
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Spthetic P& L 2/4

vV 7ota/ Costs: € si.2m

M Total Costs Gross Profit
— €35.0m for Land 1

33,8

— € 4.9m rmanagement Fees |

— € 35.0m For construction

— € 4.3m for /Fnanci/g fees
& interests

vV Gross Profit: € 33.5m

— Profit post axi €25.3m - : . lT'otaI NOI
— ax: € s.4m :

1 |
H 20 40 60

H Price paid Z Construction Cost B Management Fees
ZFin. Fees & Interests  H Net Profit 1_Tax

LK - THEDATE Nov. 2005

Syithetic P & L

V Ne? K gan: € 22.5m
— NDP €100.0m
— Land € 35.0m
— Construction € 35.07
— 7ax on K 3(«'»1 € Z2.5m

V Net revenue: € 2.3
Total NOZ: € 15.0m
M(mdgemenﬁ Fees € 4.9m
anrmc/nj Fees & Interests
€ 5.9m
TIncome Tax: € 0.97

.1'

.5

20 40 80 100
W Total NOI I Price paid = Construction Cost
= NDP W Management Fees Z Fin. Fees & Interests
M Net Revenue = Net K Gain Ci1Tax on K Gain
{2Tax on Revenue
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Spthetic P& L 4/4

V75ta/ Costs: slham

— " HAsset costs”: €20.0m
— Other costs: €1.27 ( gt
fees & interests)

Vv Financing: 20% L7C
By Loan Té Cost A ratio
— Debt raised: € 49,07
(49.0/70.0 = 707

v é;a/z‘y Needed } ! ! ! !

60 80
— Total Cost - debt: €32.2m mAssotCosts mMgt&Fin. = Not Profit
— € 5.4m F Net Oper{d‘l‘nj s DebE p-

Equity
cash £lows in 3 years

Equity Multiple: 2,0 x Cash on Cash: 13,4%

- é-?z(/z‘y needed: € 2¢.471
in Year 3: Equity @ Risk: 23,5

V Performance NOL: 50
L4 " i 4 Investment: 266 7.0x Mgt Fees: (0,7)
= A" 2.0x" Eguity Multiple Profit: 253 1.0x Yearly Interest:  (1.2)

— "Cash on cash i 13.49% in Total Distribution: 52,0 2.0x Total Netlyear: 3.1

Year 3

LK - THEDATE Nov. 2005

Sythetic

V' s Year Iwestment | o [Eas(Eanasn i [SEal e s e [wen

— 7Totd/ proceeds: €ism Price paid (35,0)

— 7otal Costs: € 24.9m Construction Cost (17.,5) (17.5) g .
Management Fees (14) (1.4) (©07) (07) (07)
Revenue - - 50 50 50

vV Unlever, aged 'I;‘thF;l @50 de9) 89) 43 43 ;ggg
Performance
— Gross Profit: €401,
= é?a:fy Needed: € Z2.5
- ;’/n/e\/erajec/ IRR: 1,2%
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Sythetic Cash Flow 2/4

V Debt Kaised: € 49.0 m
20% Loan 2o Cost (LTT)
For land & works (no fees)
Fixed Costs: €0.5 m (l,OZ)
Iiterests: € 1.2m/\year

Price paid
Construction Cost
Management Fees
Revenue

NDP

L o |1 12131415167 [8]

(35,0)
(17.5) (17.5) - - -
(1.4) (14) (07) (0,7) (0,7)
50 50 50

100,0

Total

(13-.9) 43 43 1043

(4,255

4 l.et/erasea( Perforrance
= [.e\/erajed 6r055 Profit:

Debt
Fin. Fees
Interest

- (49,0)

(1,2) (1,2) (1,2) (1,2)

Total

(7.8) 31 31 541

€33.57
=] ffé{l'fy Needed: € 26-671
— Leveraged IKK: 22.7%

LK - THEDATE Nov. 2005

Sythetic Cash Flow 3/4

V Pre—Zax Profit: €33.5m
— Capital 5(«'/7-‘ € 30.0m
— Revenue (income): € 3.577

Price paid
Construction Cost
Management Fees
Revenue

NDP

L o |1 12131415167 [8]

(35,0)

(17,5) (17.5) - -

(14) (14) (07) (07)
- - 50 50

vV Post Zax Profit:

Total

{189) (189) 43 43

€ 25.37
— Income Zax: €0,97
— Tax on K—ja/nf € Z2.5m

Debt
Fin. Fees
Interest

(12) (12) (12) (12)

Total

(78) (7.8 31 3,1

Income tax
Tax on K Gain

(0,2)

18,3%

Total

(11,0)| (7.8) (7.8) 31 3,0

100
o 0 _ onstruction Cost
- ice paid 2 o Feos & Intorests
e Total NOI B PomentFees  ZE et
= Nop etk Gain
= Net Rovenue

T Tax on Revenue

(26,6)

22,5 + 2,8), Net K Gain + Net revenue)

Equity Needed
Cash On Cash

Revenue

(11,0) (188) (266) (23.5) (20.5)
15,3%
N~

Cumulated Total

K Gain
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Syithetic Cash Flow 4/4

‘ ; T iRR_JL Total!

V' Longer holding period ) T2 [ 3[4l 5 607 ]8]
— &t postponed in year § (35,0) Price paid (35,0)
A vt = = @ (®3) Construction Cost (178) (175) SURE NI

Y y 150 Management Fees 14 (14 07 07 ©7) ©7) 07 07
collection (+€ 12.957) Revenue S TERUE0  "s0% 150 (50" ‘60 ‘50

— 3 more Yyears of interests NDP - - - - - - - 100,0
(- € 34 )i BT Total 050)[(189) (189) 43 43 43 43 43 1043

(=€ 2.457)

Debt X ; - - - - - (490)
Fin. Fees {0,5)
VvV Post Zax perf’ormance Interest 12 (12 12 (12 (12)

- Do Total (1.0) (78) (78) 34 31 34 541
— IRR: - 4.8% (~450 42 . Income tax i S ©08) (08 (08)

Tax on K Gain - - (7.5)
Total (11.0)] (78) 24 24 459

(266) _
22,5 +9,9), Net K Gain + Net revenue)

Multiple
; Equity Needed  (11,0) (18.8) (266) (235) (20.5) (182) (158) (13.5) 324
— Cash On Cash “
N~

134% 153% 17,3% 19,8%

Revenue (0.5 (26] (26) A 31 31 31 31 31
Cumulated Total [0.5) (3.1 (5.6 (2.5 0.7 38 6.9 10,1 13.2
K Gain - - - - - 30,0

Land
Construction
Holding

Sale

om Cont
Conutrucs:

Fim Fees & Intacests
’ v

SramEmn e LK = DYEDATE Nov. 2008

w0

(4 P/a?/frg with /[O/c{;lg
period
- £>(/9ecz‘/n3 constant
ord 2hrough time
— Only adding Net reventte

"Year -1" Cash on Cash
Post Tax LV IRR

v ﬁadr‘rg TIRR vs. Profit
— Min IKK re?a/‘red

- %o/d/nj strateqy could
Paz‘ NDP ot thredd i ! X ! Y 180 200 220 240 260 280 300 320 34

Equity Multiple Post Tax LV Profitin € m
4————  Yewrof Diposal ———»

il I
Net K Gain 225 225 225 225 225
Net Revenue (25 05 28 52 99

vV Cash on Cash Post Tax Profit 200 230 253 277 0 324

b >4/{3/7 Cash on Cash Post TaxLVIRR 29,0% 221% 183% 161% 145% 135%
Equity Multiple 18x 19x 20x 20x 21x 22x
LastYear C.O.C. 00% 134% 153% 173% 198% 233%

(income revenue

could Z‘r{iser a sale
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Oféffrzfzaffon of’ Cash Flows

VT%AIZ? tl‘Ml‘Ig into 200 00x 200x 190x 1B0x 170x

1000% 1025% 1051% - - :

account 0 [ 3] 41516 [7]
= . (45,0) Price paid 1D
M/QZ"Oh For rents (35,0) Construction Cos i75) (17.5) -
» . . (49) Management Fees (14) (14) 07) (07) (0.7)
Decreasing multiple 154 Revenue .. 50 51 53
105,1 NDP - - - 1051
35,5

V New Aypctheses
- Debt

— Feﬂnanc/rg c c/e//v/ery (09  Fin. Fees
” (7,5 Interest
(ss L—{V Loan 7o 211 Total (14.4)
Value” @ end of year )
(0,5 Income tax

= >6//l3/7f3/‘ land frfCe (6,3) Tax on K Gain
(+ € 102 24 Total

Multiple
19 x (22,6) << Equity Needed (144) (226) 53 81 110 204
Cash On Cash

Revenue
Cumulated Tofal
K Gain

o 10 B9

postTax LV Proftin€™

Ne Revenue
et ReV
3 stTax Profit
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Inconme Producing Asset 1/2

V Flow of inconte 7
— Constant
—  Never enc//ng
—  Indexed (infladion)

V Keqular revente
- 4 -0 / year

+ £ 037 / year
Indexed (2,0%/year)
Non recoverable expenses:
L0497 / year
NOZI (Net Opera‘ﬂnj
Tncome)i & ¢ m / year
(2.0-0.4)

vV Cgpex 7

— Capita) Expendititre
(zuoré\s needed Zo
mantain f/Ye D/L(//anﬁ>

o7 %ere-’ F none'

V Base Valudadion
— NOZI x Multiple
— £ 146.5 m (o X 22.2)

t/Sens/‘z‘/‘w‘ty
— NOZI:+ 0.2 m
— Multiple: £+ 0.2 x
— Value: From # 140,5 Zo
£ 152.3 m

V Multiple & IRR

— 22.2 x & 2.0% constant
inflation => ¢.50% IKK

22.2 x & no inflation
=> 4.50% IKK

i/ 4.80% = 22.2...

Variance due to
economical conditions

22,2 x
(146,5)

FR Profit

LK - THEDATE Nov. 2005

Better NOI
Lower NOI

Base Value:

Better Multiple

Market Volatility 4 22.2x

+2.0% ... 22,2 x
a1 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 ]

6.6 6,7 6.9 7.0 71 7.3 74 7.6 7.7
171.7

6,50% 818 (146.5)

6.6 6.7 6.9 7.0 71 7.3 7.4 179.3

22,2 x
(146,5)

RR Profit

+0.0% ... 22,2 x
L1 1 2 | 3 | 4 | 5 | 6 | 7 [ 8 [ o |

66 66 6.6 66 66 6.6 66 66 6,6
146.5

4,50% 52,8 (146.5)

6.6 6.6 6.6 6.6 6.6 6.6 6.6 153.1
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 Cap Kate'

V Ditwdve use of
" multiple” v'Expected Return:
~ NOZL > Maicas = We buy an asset 200 and we expect to get 4.50% return
= 4 14965 71 (6t x 22.2) u]f asset’s NOI is constant and perpetual...
... toget 9.0 / yearis fine (9.0 = 200 x 4.50%)

V Cownter inteitive use
o Cap rate”
— NOZI / cap rate
- £ 1496.5 7 (o6 / 4,50%)

v'Capitalization Rate:
= If we know that the asset has a constant and perpetual NOI of
10 and if we want to get 4.50% return. ..
V Link between Meltiple .. then the value should be such that 10 = Price x 4,50%
& Cap rate = This means the value should be 222.2 (222.2 = 10 | 4.50%)
— 22.2x =1/ 4.50%
-1/ 222=45 /100 v'Formula:
= Value = NOI / cap rate (expected return). ..
= .. just because NOI shonld = Valne x Cap rate

LK - THEDATE Nov. 2005

"Cap Kate "t Constat Reventte

V Inteitdve wuse oF
" meltiple”
— NOZI x Multiple Revenu Constant & Perpetnal
— £ 146.5 m (o6 x 22.2) \

V Cownter intuitive use :
of"" Cap rate , i . E NOI _ NOI
— NOZI / cap rate (1+r)P
- #1465 7 (ot / 4,507

p=1

V Link between Multiple | i (a=
& Cap rate : : (= )

all+x+x*+. +x"

— 222x =1/ 4.50%
— 1/ 222 = 4.5 /100

Vx = a(x+x +x +...+x"*')
1
(1+1)"
v Math's GXP/M/AOII p——>0=x""——0 hence V(l-x)=a
— Lirvt 2o infindy... v-—2"  win (1-x)= JU+p-1_ r

¢ (1-x) ) 1+ (1+1)
— ... of discounted Cash ) NG ((1”)) woi

1
Flows (+n a+1

V(i-x)= a(1+ x’”') With — x"*' =

iy
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i Cgr Rate": éroa)ug Keventte

V Reventte (Growith
— Constant Sgrozut/l & eg
2.0%/year)...
P 1% éeneraz‘/ng a 2.0% return

V Epected Kelurn
— “» expected return is ¢.5%
— & constant growith is 2.0%

- K acap rate of 4.50 %
is fine (4.8 — 2.0 = 4.8)

v Mdath's eX//ahaZ‘fon
S, Z./'MI'Z( Zo l'nf/’hl'fy,,.
— ... of discounted Cash
Flows

V Stabilized asset

— Constart NOZ growth
(e GRS 0%/ year)

— Constant Value: sold a
any/ , period on the AQSIS of
NOT oK s Agmj a
composite cap rate K= r-9)

4 chp rate

- "% a Composite cap rate,
taking into account ( RIS
Zhe expected return: ¢.s%
and (i) * 3“, Zhe constant
growth: 2.0%

— K= 4.830 % cowld be wused
& any period ‘2"

vV Math's exp/ana’é‘on
— The red vertical line...

= e?é(az‘eS Zhe pink
ob//[?ae dot fine

+
Revenu

Indexced & Perpetnal

| a

V=a(1+x+x1+...+x")

Vx = a(x S TS x‘”')

V(i-x)=

p——0=x""'——0

po_ (1+g)™
(1+0""
V(l—x)=a
I+g) (1+0-(1+g)
(1+71)

a(1+x"*‘) With — x

hence

_(r-g)

(1+71)

V= With — (1-x)=1-

(1-x)

-{)

NOI ((1+1)
1+ \ (- )‘

Ve i NOIl+g
& (L

400
NOI

)

LK - THEDATE Nov. 2005

+
Indexed & Perpetnal

Nor \

Revenu

Exit Value

/ @ same cap rate “R”

>

Temps
NOI(1+g)'

(r-g _ NOI

. S NOI(1 +g)”
(1+71)?

p=1

(1+1)"

(r-g)

(1+g)

)

Vx = a(x”' +xe Lt x’”')

pel _ (1 +g)p+l

a(x')
(1+g) _ (1+1)-(1+g) _
(1+7) (1+1)

V(1-x)= a(x' + x””) With  x

p——o=x""——0 hence V(l-x)=

(r-g)

(1+r)

V= a(xt) With

-

(1-x)=1-

NOI(I +g)'

(1+g) ((1+0)_ NOI (1+g) ((1+n)|_ Noi (1+g) i (r-g)

V=a

A+ ((t-g)) A+ 1+ \(r-g) (r-g)(1+r)’aa. (1+1)'
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“Cap Kate™: All assets

V Stabilized asset
— s any f:‘me, value 1S efaa/ + %\‘if{’a/m
2o NOZI / cap rate... Revenu Indexed & Perpetnal /v @ same cap rate “R”

— F we a/f\Srejarc/ NOI \
Zransaction costs

V Non Stabilized assets
— Cop rate guick valuation is

not appropriate because
NOZ is neither constant
nor perpetual
Only DCF (discounted Revenu T | Nowdlncar rvenne
Cash Flows) calculaion
Should be wsed NoOI

__NoI
cap rate

Volatile Exit Value

CF, _ Nol

(1+r1)® caprate

1
pal

LK = DYEDATE Nov. 2008

Cash Cow HAsset /2

V Flow of inconte ?
—  Linuted in Lime
. Decreasinj

V Asset Marntenance

& ﬂeavy cgpex needed...
— .. HSk o % small
residual value

Y Forest's MeZ‘qp/Zor ¥R

you just chop Crees, sell Sl ] K
wood, without plarting 7 ‘ / £,

Zrees ... Sa G ‘ Oﬂb] 8‘y€ﬂrs 0f 4
\ \ A €207 /
V Eq.: Office Building , ‘. 227
— with ¢ year £irm leasSe d s d

— Very shallow market
— A /ot oF capex needed

— Alternadive wse
c/eSfroy/nﬂ value
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V Secured inconre ?
— For only s years
— Year ¢ prez‘z‘y -/}/j/ﬂ‘en/ng

(V4 /? esic/aa/ Va/ae

- V/ery Jow (less Zhan 4 X
the last NOI)

— Could be improved i capex
realized

vV Valuation
No cap rate, just DCF
Kisky business
=> 0% IKK L)
TIndial y,'e/c/ very /7/:9/7 » ’:gg 11?"(%% F:g?gt
Most of the value in

income Flows (NP of
income = 26k oF Value
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7he r/S,é Factor

V ( ent CO/ / edl‘on
Feture NOZI wuncerdain
Number of secured
periods of rent collection
Inflation impact

— Vacancy Kisk

A/ezu rent aC,/p‘e\/ea/ a-/'ier
re—/efz‘/'/g z

Assets with
Trophies significant
value added
Cap rate DCF

V Residual Value
= Dejradczz‘/on, obsolescence
o0 A)or,és Zo be a’ong, Fees Zo
be paid
— Non recovered expenses

— Durable or structural DCF DCF
vacancy

RISK ON RESIDUAL VALUE ?

“Cash Cows” “Risky Assets”

[

RISK ON INCOME ?
NO YES
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V ( ent CO/ / edl‘on
— Future NOZI wuncerdain
— Number of Secured
periods of rent collection
— Inflation Impact
— Vacancy Kisk
— New rent achieved after
re-—/eiz‘inﬁ 7 “Core” Assets

V Residual Value R

— Degradation, obsolescence

o0 /Jor(/s Zo be done, Fees Zo
be paid «Value Added” “Development” /

— Non recovered expenses “Restructuration”

— Durable or structural DCF DCF
vac QﬂCy

CAPEX NEEDED ?

LK = DYEDATE Nov. 2008

Asset Types & C

vV Down Town Milan
) Deltexe Kesidential
27 Department Store
3 Palace Wote!
) CBD Offices

V First Periphery
— 57 Offices (Jow rises)
— ) Ma/z‘//’ami/y
Kesidential
— ) Economical Yote!

vV Suburé
— ) Warehouse
=) Light Industrial
- 10°) Social >$/oé{5/'n3
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Asset Types & Cidy Certrism 2/2

vV Down Town Milan

— ) Deluxe K asioe
= &) Department Store

— 3 Palace Wote!

RISK
‘ Deﬂm.rmq SCALE
— ) CBD OFffices Land Value

V First Periphery
— 57 Offices ([ow rises)

— ) Mecl2iFanly
Kesidential

— ) Economical Yote!

ore
Value Added

Core

City Center 1st ring i
v Suburd 1.5 kmt 3.0 kn7.0 km

— Sf> Warehouse
=) L{ghz‘ Induwstrial
- 10°) Social >$/oa\5/'n3

Sonrce: DR
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vV Spracol Index

— Average distance Built up area = 100 km2
Fror CBD

Average distance to CBD = 3,4 km Average distance to CBD = 3,8 km

Dernlty (Peesons per hectas )
w0

3D representation of a built up area
and population densities.

Equivalent circle uniform density.

Source: The Spatial Distribution of Population in 48 World
Cities: A. Bertand and S. Malpezzi - 2003

o o

\octam)

Doraty (Porsonspe N
p W © ®
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Asset Types & Zonng /2

vV Manhaddan Down Towwn
— OFffices
Lower Density
— Residential ] » A
: Medinm & Higher
— ( ez‘a// Density Residence
- Commercial
V B[‘OO( /yn - Manufacturing
5 g - Mixed Use
K (85' & - Parkland
— OFffices & Feia//

— Manctacturing 1.5 ko

V Staten Island
— Low den\SfZ‘y
— Mancutacturing

Sonrce: City Of New York Zoning Handbook
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vV Paris 3 within the
walls”
— Multifamily housing
— Some offices

vV OfFice asset base
— In Paris CEBD...
— . tn West Crescent —
La Défense

V Office Speculative

Development e SC Tee

- %/ea/y refurbishrent/ : ; 5% ¢ i
restructuration LIS T ON 2 b %\, P L]
“within the walls” .

— New Construction
‘ outside the walls”
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ZOI?@ & G%}/ ‘Delﬁ;fy

V Inner Cidies
— Comparable in size...
— .. bet not in Den\S/‘z‘y

V First Periphery
= (e/az‘/m/y small in
Paris
— Extended in 7’.06/0,
London & New York

vV Second Per///rery

- "Far away” and less
dense in Paris &
London

10 km
20 km

% g, 40 km
— " Connected & Dense in

New York & 7’0,@/0

Source: LAURIF
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VI - &ficient market 7heory




Kisk Retern Correlation 1/4

V’@Sé Free
— Capita/ guarasteed

Return
— Inconrre 5aarrmz‘eed y

+

V Low risk =2 low
retesrn
— “There is no Free
Lanc/z"
- In 3enera/ around
2.50% - 3.50%

Risk Free Return:
T-Bonds

V Treasury Bonds

— Secured Iwvestrents
Since 30Vernmenz‘5
never defucil?...

— .. excepl in 1917 in
Kussia.
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66( ( etwrn Correlation

V IF you take more
/‘I‘Sé...
— Capita/ not 3aaranz‘eed

— Income wuncertan

Riskier Investment

V ... you deserve more (eg. : Stocks)

- IZ's " logcalis

— .. but not an ” exact + Return
science” Cnot rule for
ca/c,a/az‘ion)
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KIsk Retwurn Correlation 3/4

V The Eficiency Line
— A Virdud lire...
Return

- .. Separaz‘/nj Zhe y
% éood % Iﬁ‘/eSff)’leﬂf + OK
(OK, becawse return is ®
in line cith rHsk)...

— . and the " Bad" o—
Imvestment (non OK, ./Non
because return is not / X P
in line with r/s() @ :

+ Return

V7he  Pink” Zone

= A)/zy Zake more risk
Ffor the sare relurn or
less 2han a T—Bond 7

— Be awoare ! Pecple
conéf(wt/y PURIPUZE
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