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I - K€ Assets Types

I - K€ Asset Types

- Assets & Kisk




Ketern Shoeld Be Correlated To Kisk

V Benc hmark
— Zero Kisk Irvestrent
present a 5/1:9/71‘ y/e/c/
— Zero Kisk: Eguity &
vield /s secured

— 7 -Bouwnd.. except
before Kussian
Kevolidion

V & Fficient Curve
— More Kisk /'/)7/9//'&5
more return (don'? be
52‘41/9/‘c/>
— Les Kisk implies less
retetrn (no Free lunch)

vA Pro‘jecf/on Zs
Not An Actual

— Best? guess of the
pudd/e /ofnz‘,,.

— ... beteween Best case
SCenario...

— ... and worst case
(crash tes?)

v Voladilidy
— Increase with risk
— Could lead Zo /os5ses

Risk Free
Return:

Riskier
Investment:

e.g. Stocks /
( J

+ Return

T-Bond

Sonrce: x

Return

Sonrce: x
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VOLATILITY

/
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Kea/ Estate Kisks

V Keventtes
— Durable vacancy or
Zenant departire
— Decrease in rmarket rest
— Low indexation

— Tenwit defuclt or
a/e//‘n?aehcy

Rental risk
YES NO

V Kesidual Valie Risky assets | cash cows
— No /lease renecoa/ risk on

— Asset cbsolescence residual actifs with
/’nzp/yinj capex value value trophies
creation

vy Ypes
b ﬁop/w'eS & édd Stuf¥

— Cash Cows & assels
heedfnﬁ work out

Sonrce: x
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Kisk Ardlysis & Medeling

V Kevenite Projection
o Lw‘f/a/
— During vacancy period
— During 27 [ife

Revenu

Cash Flows

l/ &/Z‘ l/a/ae through Time

- Va/ue \

- 77/»7//73

Disposal Proceed

v 4C?a1‘61‘f1‘on Price
= f;r K"é&l‘ll“.

- ... for POSIAf/AI/e cash
Flows collection

Acquisitioion

Sonrce: x
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Nt ure OF Modeling

V Future Flows
Forecast
— Keventte evolution &
Z‘/M/ng
— &t value & tirting

vV Cash Flows
4/7&/}/6/‘6
— Addition: Yo See Profit

— NPV 2o assess
fic?a/&'z‘ion Price...

— ... or IKK to validate a
a/er/;nea/ dC?L(/‘S/’i/.on
/Qr/ACe

v %ypoi/?eSl‘S
Simplification
= ( evenite constant &
perpetua/
— Fixed Expected Kelurn

(4 @a/cé l/a/ wuation

— NOZ* c’,@ﬂffa/l'ZdZ‘lion ¢

— (Gross Price e?é(a/S (=
NOTI/cap rate
( including Lranster
costs >

— Net Price eowals 2o
NOZ/cap rate/(+HE), £
Ae/‘nj % of transter
costs

Revenu

+

Cash Flows
through Time

Sonrce: x

Revenu

+
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Linear &
Perpetual Flows

Sonrce: x
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I - K€ Asset Types

- Asset's Rk /Retsorn

Of,ﬁce 65’% ( eZ‘a/-n

‘/Zos"t;‘/e Yield gap is

ides ]
I’g

~ Lnterest Rate goin pant1s 6ap Between Inte

South I and Office Yields CRst ks

=& s
az rate gorrg North

‘/\/acancy
— Above % ?

Exhinit 4-24 office Vacancy/lﬁliii\

2007

City a3

Frankfurt 12.7% 14.5%
Budapest 12.4%
Dublin
Berlin
Brussels
Munich

Paris

Stockholm
Helsinki

12.1%

10.2% 10.5%
9.6% 10.1%
9.5% 9.7%
7.5% 8.3%

Hamburg 7.4% 7.9%

Lisbon cBD 6.5% 9.3%

Madrid 6.3% 8.0% G <

Lyon 6.0% 7.0% ources: CBRE, JCRA.

Vienna 5.7% 6.3%

27 A Al data as of November 30, 2007.

Barcelona
Prague 5.3% 9.0%

fle-de-France 5.0% 5.2%
Moscow 5.0% 4.4% Source: 5
paris CBD 5.0% 4.7%
Zurich 4.2% 4.8%
Gopenhagen 4.0% 4.7%
London (CL) 3.9% 4.9%
‘Warsaw 3.6% 7.9%

London (City)
Copenhagen
Amsterdam

London (West End)

Source: Emerging Trends in Real Estate Europe 2008 survey-
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Many Assets, Only One KE Kisk 7

vV Yield Corr/ergenc&e

CEE yields have essentially converged, Russia has some way to go
— Across wuses
Prime office yield E
= 4(1/"055 Cowuntries e s
— K/‘///lng /65,(’ Presryurt

Russian
yelds still

V Which Rationale ?

— Kisk Coh\/erjenCe 2
— Kisk Mutwualization ?

= ... dangerous pricing ? Core Europe

Central European
yields have more-or-
less converged

= @
§ E g i g
:sn::::c:'“ LEY Core Europs = Ciy of Loncen, Pars CBD, Frankfut, Spain = Madrie, Contral Europo = Prague and Busapest, Rusza = Moscow

June 23, 2007 Sourse: CB Rionard Bll2 exsept for Cenyal Europe (Jores Lang Lazaile), Morgan Stanky Rezearsh
Don't Cateh a Falling Knife

Sonrce: x
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Parisian OfFice 5(0/)7//3

V 4§ Sites o -
- Paris CBD Rent/sq.m/Year
— La Defense Total Stock
Paris SO&({/]
@ Mohfpa/‘na553>
St Denis 430 €

erre,

ZHMmZ
V 4 Markets
— N.B. 2003 Figures
— KRents Frorm € 260 Zo
540 /59.7.

Total Stock From 0,6
Zo LW rullions S9. 7.

Le Kremlin-Bicétre

Sonrce: x
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vV Land Use
RENOVATION MOS en 1999 Source IAURIF

— OFfFice zone within a 2
vast muldifarily
residential area

— Dense Urbarmsm

— FAR: ¢.0

v B&([/dfrg 45/862'
— Mixed Fagade,
Yaussmanann & 30‘

— s floors, Larje Floors
& corde open space FITH TRy Habitat Collectif Haut [N 129 ha  (60%)

Bureau, Administration [___]  48ha  (22%)

Terrain 6.201 m2 1 o Equipement |  20ha  (9%)
37.500 m2 SHON Transports ||

2978 6,0 : k2.4 Activites [N 1ha  (0%)

0ha  (5%)

TOTAL ZONE : 216 ha  (100%)
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la Defense

vV Land Use

— OFfFice zone CLIithin La
Défense) among a ruxed
Uses area

— Yyper dense Urbanmism

— FAR: 33.5 (NAD

CONSTRUCTION NEUVE (avr 01) MOS en 1999 Source IAURIF

_%( : 5 i

v B&([/c/flg 45pecz‘
— Skyscraper coith glass
cwrtan wall fagade

— 42 Floors, small
Floors Eis /e pen Terrain 1.700 Habitat Collectif Haut [l 15ha  (5%)
m2* 0 can Bureau, Administration [[0] 36 ha  (13%)

5/62&8 57.000 m2 SHON = - Equipement[ ] 24ha  (8%)
<R:.?4s1 33’5 5 Transports |:| 43ha  (15%)

Activites [ 23ha (8%

ot LB

«Estimation
TOTAL ZONE : 292 ha (100%)

LK = DYEDATE Nov. 2008

MonfparhdSSe.

vV Land Use

— OfFice zone Carownd
he train stadion)
within a vast
retldifanlh \/ res idential
area

RENOVATION LOURDE (mars 99) MOS en 1999 Source IAURIF
. e N —

— Pretdy dense Urbamsm
— FAR 120

4 Bﬂll/dlll‘g 45/&6f
— >4//3/7 Ba//dinj with neeo
Cevdan Wall Fag ade | Habitat Collectif Haut [l 271 ha  (33%)
Crefurdishment of a Lezr:am 3.050

A . .
20 bui /c//hﬁ) g‘o.gog l’)':f SHON Equipement 120ha  (14%)
— 12 £loors 5 sral! Floors R+1 2**’ Transports [ | 130 ha  (16%)
& /linnted o pen Space ctimaton ] Activites [l  30ha  (4%)
**incluant poste 5,840 m2 T TOTALZONE: 829 ha  (100%)

Bureau, Administration I:l 46 ha (6%)
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St Dens

v Land Use CONSTRUCTION NEUVE (jan 04) =S| MOS en 1999 Source IAURIF
— New Ererging office R
Zzone wwithin a vast
Industrial area
— Widespread Uréanism

— FAR: 3.0

v B&([/c/flg 45/862'

— Low 16'58 éa/'/c//nj with
glass curtan ewall
Facade ; _ )

- ¢ ﬂoorS ) exira—/arge Terrain . | Habitat Collectif Haut [N 18 ha (1%)
Floors & extra wide 13.200 m2* Bureau, Administration [[0]  32ha  (3%)
open space

Comigt 1R

Equipement | 151 ha  (13%)
g?ss 3.0 Transports [ | 289 ha  (24%)
Activites [l 254ha  (21%)

TOTAL ZONE : 1199 ha (100%)

LK - THEDATE Nov. 2005

4 Differesit Floor Plans

vV Small Floors

— Open vs. Closed Space
— Aricem vis. small core

v Large Floors

A >//a38 Space & atricm
Qnd Z‘/]/‘C,é Aa/'/c//‘nj
= .. Large Space, small
aricrn thin éai/dinj

L

Sdouree: x

LK - THEDATE Nov. 2005




What Aboud Large Ternwids ?

V From floors Zo
foors
— Small wunits...
— .. vertical circuladion

V From Side o
Side
= /_arge Units...

— ... horizonta/
c/rca/afion

Sonrce: DR .
2
¥
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Correlddion Betroeen Duralion & Yield

vV Short Term
Tnvest rent

— S/jn//fcanz‘ reurn
comes From K-Gan,
not revenite
K-Gain is capture once
in a cycle, therefore
Aigh return is not
sustanable in the /onﬂ
retn

4 Lotg Term
Tvest prent

— Based on incore
producing assets

— Kind of #ixed income,
loew but sustanable

Da/geroas

4 Lorg >6/13/7 Retitrn
— Dream comes true...
— .. St very lucid...

= e aréiz‘rage wrll
Aappens o Swbstitide
chegper eguity

V Shortd Low Keturn,
Irmmediate Losses
— Nigltmare may come
- K apid Keaction needed
— Split rulk notion

Medium

Sonrce:

Medium
DURATION

LK - THEDATE Nov. 2005

X?

Not Lucid

w
O Bad News

Medium
DURATION
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qupi/g Of Dwvestors I/ 2

V Core Imestors
- Long Term
— No Kisk Opportunistic

— Llow Keturn

v Opporz‘anisz‘ic Value Added
Irvestors Medium Core +

= S/IOI‘Z‘/ M dd/e 7;/‘/»‘7
— Yigh Kisk
= %3/) f? elurn

V' Va/ue Added
Iwvestors
— Midd/e/ Lonﬁ Tern
— Lirnted Kisk
— Mediwm/ Low Ketirn

DURATION
RISK

LK - THEDATE Nov. 2005

qupi/g Of Dwvestors I/ 2

vV Correldation
— Betroeen Kisk & Keturn

— Belween [.e\/eragea/
Kettrn and 3850//73

TARGET IRR (¥) | a0 | fwus| [nsns| [siss| [ss| |mss| | o |

vV Cyclical Parameters
— Boorrt IKK &
g CEE
— KRecession: IKK &
38(0[}73 ge doewon

GEARING (% GAV)

VALUEADDED OPPORTUNITY ret—

Source: INREV

Source: INREV

LK - THEDATE Nov. 2005




Moverterit's Are Possible |/ 2

V Market May Affect
— Duradion
N Y

l/Long Term Ch ;
i) ange in
?Mehdy Zo Yiel. Market Condition
Del reasSe Medium

— Core Iwestment pa/s
[ess

— Kisk Presiun vanishes

>
Medium Long
DURATION

ek Inawes
COAE Eu-15 Average Pime v

Source: CBRE

Y _ Dec-
. Dec- De¢
- Dec DSF "o 05
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Movereds HAre Possible 2/2

V Strategy Charge
- f{d@pf/\/e behavior
— From core 2o core +

— From Opporfahf\sz‘fc Zo

Va/ue added
\ Change
in strategy

vV Darewimst
14 dqpfdf/‘on
- 75 C ompetition

— 7o emvironment (risk)
evolution

Medium
Gentral Europe DURATION

545 basis pts.

Western Europe

59 00

LaSalle European RESeSIen  __; dapest

Soos e i P LK - THEDATE Nov. 2005




\5/»7/9//62‘12’, Preseritation

v Core

— Yighly risk adverse Opportunistic Core

= ( ea‘SonaA/y /e\/erdjec/
P DURATION ST/MT I'T
£ Looé’.”ﬂ for Keventtes Yield IRR : 20% + CAP RATE : 6% - 7%

Frort Income DEBT LTV : 70% LTV:0-50%
prodacinj assets

RISK YES NO

vV Opportunstic el WS NO

— Yighly risk taker DEPENDANCY Lenders, LT Investors Tenants

— Yighly leveraged ORIGIN Anglo saxon French & European

Lwestors EQUITY Fund Raising Fund Allocation/Raising
— Loo,éing for Gans
From asset wor( out * Limited Impact In Cash Flows

LK - THEDATE Nov. 2005

Basic Calculus

V Weiglted Cost OF

Capital . —_ Weighted
— A 9.8% return -/ 03 Cost
ana/er/yfnj iwvestment IS

g > 70% 5,0% 3,5%
— . 70% debt @ 5.0%... 30% 20,0% 6,0%
— &en £ e?a;fy re?a/re\s 100% 9, 5%

LTV 70%

IRR 20% ||‘ ULV IRR: 9,50%

Cost

50% 5.0% 2,5%
50% 7.0% 3.5% Source: x

100% 6,0%
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Market Groeith (lacinch Year)

vA éroa)/nj
. 0
Business 0 GAV:€bn # Funds
— 3 X é/ﬁger 10 Zen years
— 5 X »nrore p/ayelxs

V. Predornnance

— German Open Ended
Funds

— Core Funds

476 Vehicles; GAV €335.6 billion
* German Open-ended funds

-

" = 06 2007
01996 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 20

() GOE @ Core M Value Added B Opportunity S el ey, 7005

Fund By Sdyle

v 'f}'/po/ogy
— From Core 2o
* Opportunistic.”

— Case of German Open
Ended Funds

l/ 0/‘/:9/‘17
= /V/a/n/y Pension
Fatnds
— Liputed HNLWT T /
MITMENT SIZE ‘

i 1

URE 24 ! SOURCE OF CAPITAL BY COM! o Opportunity Value Added
s 8% 8%

DUALS

FIG

HIGH NET WORTH INDIVI

o MANAGER COJNVESTMENT

I LIFE INSURANCE coweanes WOTAL 476 vehicles; GAV €335.6 billion

B PENSION FUNDS Source: INREV, IPD Oct 2007
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Feinds %/ 7”0/9 Donrncile

vV Life 5/&/7
— Finite...
— ... V5. Infinte

vV Doricile
— Mainly UK, Gerrany
— Luxembourg
— Liruded in France

Number of Funds

O ¥
& & &
& ¥

£ @
N

Source: INREV, IPD Oct 2007

LK = DYEDATE Nov. 2008

Funds By Stiyle

V Infinte Vehicle

— Open Ended Fetnd, GAV €bn
— Iwvestors could 5ei )

or owt dering the /ife

of the fund cwithoud "~ B Infinite

//‘Ml‘t (BXCQFZ‘ Ma}-/éet' 777 DFInIte B
to 50 oat yoé( heed a S
Zn

V Finite Vehicle

— Typical KE fund
Sponsored éy /arse
Ivestment barks

A)/ziz‘e/za//, MS’(fF; Core
Infinite: 201 funds; GAV €206.2bn

Finite: 275 funds; GAV €129.1bn

Source: INREV, IPD Oct 2007

ValeAdded  Opportmiy  GOE
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7arget Sectors & Locations

V Commutment Taken ‘
In A Global |
— Liruted éeoﬁrqp/y ¢ eg. Nordic

Western é‘arope) ‘
— Linuted /465/\//'%/35 ( e.ﬂ. ¢
no office speculative Southern Europe |
developrert) Western Europe
— Liruted Use (eg. 1o
res. /denf/‘a/ >

Eurozone and UK

Eurozone

Eastern and Central Europe

r

b

?

0

)

=

-
Europe :
T A e —

0 50 100 150 200 250 300

Other 0 16 funds

industial 0 % s

D 44 funds

[1# funds @ GAV € bn

Source: INREV, IPD Oct 2007

Residentia

ofice T2 TARAE

g funds
" 25/;? b
Diversified a0 280

160 20
o © GAV €bn
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Fewnd Lacinches 1995-2007

v A Cyclica
Business

- Dependanf on the
ander/y/‘nj industry

= Fc—zc/nﬁ Sfronj
competition and
constant newo comers

V A Madure Industry
= l/ery /d/‘ﬁe 2% A/A///th
& players
— Talented Zeams

8 1999 2000 2001 2002 2003 2004 2005 2006 2007

O Core [ Value Added B Opportunity

Source: INREL, IPD Oct 2007
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KE Market Plajers

V Type OF Finding
— Debt
- E?w'z‘y

vV Sowurce C)f"/iQVKﬁqg

- pﬂé/ ic ( Listed
/y{ar,é eZ‘>
— Private Cnon listed >

V 4 Types OF Plajers
— Private ffaiz‘y
— Listed Sector
— Mordgage Bank
— Structured /.enc//hﬁ

Sonrce: x
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Felddive MahéeZ‘ Shares

V Predornnant Private
Seclor

— Private Debt represents

arowund sO% Private

Equity
— Private Egeaty From 27

Zo 4ok
Public
Equity
V Public Sector
— Public ffa/z‘y /s
3roz«)fn\9 in the USH and
burope

— Public Deéf s (w625> Private
éooml'nﬂ in the USAH Debt

Europe Asia
Pacific

Source: DTZ 2007
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Public Debl In Eutrope

: A
V Boorming : pawn214 European CMBS Issuance by Collateral Location
— Fast Growth wuntil sud 1i M United Kingdom 56% M Pan-European 38%

2007F--- M Germany 13% M United Kingdom 30%
— . Zthen whad ? Italy 10% Germany
B Pan-European  10% M Netherlands
M France 4% M France
M Netherlands 3%

V Ertergence oFf - o
Dervatives Sector 1097-2006

= Mainly in UK Baiz18| European CMBS Issuance by Property Type
— Generally based on IPZ
é [ & 72 M Offica 37% M Office
indexes M Rotai 25% M Retai
- 7 Multifamily 18% Multifamily
o Cole R Ff M Other 7% M Other 9%
Exposure B Warehouse/Industrial 7% B Hotel 5%
i M Nursing/Retirement 4% B Warchouse/Industrial 4%
Estate M Hotel 2% B Unknown 2%
ropean Real
217 Dorivatives Traded B Unknown 1%
1997-2006
 United Kingdom™
France Source: Commercil Mortgage Alart.

- Germany
Sonrce: x
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I17 - K€ Eu




KE Bubble ?

4 Open Discussion
— Swdb Prime
— Other Crisis
— Fiure Perspectives

v 77704(3/]#5
— Lessons learned fFrom
%'Sfory and crisis
o> 777& //‘/»‘7/.2‘5 of /7(9/7/5/
/eVeraged investment

— Net value creation or
“ zero sum 3&/)78' 7

— " Ke-buy" analysis

Source: X
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B/é/iogrqp/y

V Forms Follows Finance
— Carol Willis — 1995 — ISBN 1-56595-044-2 —
Princeton Architectural Press.
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