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10 Year Bond Spread over Bunds
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Office Avallabllity in Regional CBDs
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Total Regional CBD Office Availability

H Secondhand availability
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Commercial Property Investment Transactions

By Investor Type
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Property Risk and Market Risk

Selective focus of investors and lenders

MARKET TYPE

Core/Primary Secondary Terfiary

Prime

Value-Added

PROPERTY RATING
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Speculative

® Appetite for risk
¥ Quality of assets v location: income security and sustainability

® Management capability of investor/borrower

Sources: CB Richard Ellis
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. UK Commercial Real Estate: Debt Maturity Profile
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Prime Vs Secondary: Current Loan Book Weightings
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38%

Secondary
62%

Sources: (B Richard Ellis, De Montfort University
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Comparable Pricing

Property

S yrswap

Gilts

Average Prime Yield

[ 110220
[ 1T0ZTO
[ 0T0Z O
| 0T02€D
| 010220
| 0T02TO
| 6002 ¥O
| 6002 €D
| 600220
[ 6002 TO
| 8002 ¥O
| 8002€D
| 800220
[ 8002 TO
| L0020
| ,002€D
100220
100210
| 9002 ¥O
[ 9002€D
| 900220
[ 9002 1O
| 5002 7O
| 5002 €0
| 500220
| 5002 1O
| 002 7O
| 002 €0
| %002 20O

N

o]
[
S

Q
©
o
(8]
o]

=
[
]

=
oy
S
=

o

2

VI

o3
=
c
o)

n g

R

w

o)
o
]

<

L

o

m

O
%)
)
o
>
)

(%)




deo p|aiA %

- 4.5%
- 4.0%
- 3.5%
- 3.0%
- 2.5%
- 2.0%
- 1.5%
- 1.0%
- 0.5%

0.0%

L TT-unft
. 0T-92d
. OoT-unr
. 60-0°2d
L 60-ung
L 80-93d
L 80-unr
L /0-9=d
L /0-unfg
- 90-9=2d
. 90-ung
L G0-9=d
L Go-unfg
- ¥0-99d
L y0-ung
- €0-9=2d
L €0-unr
| 20-92d
L co-unfg
- T0-9=d
L T0-ung
- 00-9=2d
- 00-unft
L 66-990
66-unt

Secondary

Prime

Prime v Secondary Property Yields

Differential (RHS)

I
=
©

PISIA %

12% -
10% -
6% A
4%

(2]
o
Q
=
>
<
S

c

S
=
RY)
w
ke)

<

5]
<
Q
ad
om
(@]

o

)

(8]

=

=1

]
(%2}




Transaction Volumes: Yield Profile

Transactions - % of total —Monthly Index Distribution
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Capital Value Changes: Year to May 2011
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Rental Growth: Prime vs Secondary
Year to May 2011
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Capital Growth & Income: Prime vs Secondary

Annual to May 2011
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Key Market Trends

Prime yields going sideways

Good secondary: most improvement recently
Secondary doing better in London

..... high yielders flagging elsewhere

Weakest secondary markets in shops and offices
outside London

Rental growth slow to appear outside London

Scarcity of new supply favours prime
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.“What Will Happen to the Prime-secondary Yield Gapi  n 2011?”

(N = 338)
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Source: CB Richard Ellis, European Investor Intentions Survey, February 2011
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Prime Shop Yields: Prime v Secondary Town Averages

Long run averages
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Longterm average - 1.7%
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“When Will Be The Right Time For You To Invest In Se  condary Property?”

(n=337)
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Outlook for Secondary

“The good, the bad and the ugly”
Slow, bumpy recovery : muted average rental growth

Obsolescence and structural voids
Yield gap persistence — 2006-07 not the norm

Secondary values getting little support from market
trends

Investor demand conditional on ...
Debt availability
Asset management

Risk appetite
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Philip Cropper
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CASE STUDY

PROJECT GOLD
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ASSETS

81 office assets across the UK
66% vacant

2 year rent guarantee expiry within
6 months

Empty rates liability £1.3 million pa

VALUES & LOAN

Value at purchase £70 million
Loan £48 million

Value of assets in 2008 £10 million
Borrower - syndicator

Receivership instruction to asset
manage, liquidate and return
proceeds to bank

We managed and transacted all
assets within 18 months

PROCEEDS

£25 - £30 million



CBRE

CB RICHARD ELLIS

CB Richard Ellis | Page 34



