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 Podium

— Replacement cost with conventional financing is $286,000 per unit
with $35,000 / unit land

— Market rents do not justify building this product type

— Rents need to be $2.75 to justify building podium apartments with
$35,000 per unit land to a 7.5% ROC

— On grade 40 unit per acre density produce is justified by current
rents with land costs of $35,000 / unit building to a 7.5% ROC
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Sample Apartment - On grade parking i
Canventional Construction Loan ARES rartaers
Apartment Development Proforma
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Sample Apartment - Wrap - )
Conventional Construction Loan ARES Fartners

AEnrtment Developniont Proforma
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Sample.Apartment - Podium ]
Conventional Constructlon Loan : ARES partners

Apartment Deveiomuent Proforma i
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Reality Check: Where Is The
Market Today?

Looking at opportunities from the
crossroads of valuation and market
uncertainty
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The CRE Loan Maturity Tidal Wave ...
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Cumulative Shortfalls
2009-2012: $629 billion

2009E
Best Case

Originations? | B Banks

B Insurance Co's O CMBS Total*

! Qrigination projections based on the average 4-year historical gross originations from all non-CMBS lenders (excludes

HUD/Gov't).
" CMBS total includes both fixed and floating rate loans to first maturity.

Source: Wachovia
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Smaller banks have dangerous

CRE exposures ...

All Commercial Banks

Bank Size (Total Assets 9/30/09) More than $1B to $500M to
$10B $10B $1B

Number of institutions 85 440 557

Loans and leases, gross 68% 70%
All real estate loans ) AT % 23%
Construction and land development 9% 10%
Commercial real estate 20% 23%

Multifamily residential real estate 2% 2%
1-4 family residential 14% 16%
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Number of FDIC-Insured “Problem” Institutions

Institutions on the FDIC’s “Problem List™
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Bank and Thrift Failures per Year
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http://calculatedrisk.blogspot.com/
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Scmree: HCRELF

March 23, 2010

Cash Flow combponent of Total Return




”I CROCKER

| SYMPOSIUM 2010

Looking to the Future:

Lessons Learned to Avoid
Another Bubble?
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Questions?




