Bicycle Racing Offers Instructive Metaphor

for 21st Century Investing

Inevitable Consequences of Implications of
Riding With the Peloton Breaking Away
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B Randomness and lucl-(.invﬂuence outcomes B Superior strategy and strength are more

B Similar time for all riders Oft?n' rewarded
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B Strongest rider may not win Much mo[ﬂe differentiated outcomes
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m Differentiated strategy more likely to
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Seeing “'he Entire Picture™

Focus on
Subject
Property

Perspective
on Subject
Metro

Larger
Context:
Portfolio

and Policy

Taking in
the entire
picture
provides
more
insight and
perspective



Four Scenarios — 2009 threugh 2019 —

fior Roulac Global Places VValue Index



Risk Metrics — Projected LTVs of CMBS Investments

Considered for Model Portfolio Analysis

2004
Projected Pmjected LTWS - 0 pti mistic Pmject=d LTWS - Mid-Case Pmjected LTWS - Mear Womst-case Projected LTW - Nlorst Case
Inuestmemt LT 2010 2011 2012 2013 2014 2010 201 2012 2013 2014 2010 2011 2012 2013 2014 2010 2011 2012 2013 2014
G 209-A1 og. 5 107 A% | 95.2% | B4.2% | 735 | B.5% (1227 | 147 3% | 133.0% | 1227 | 111.2% | 1227% | 147 3% [ 143.7% | 1490.3% | 13700 | 147 3% | 106,95 [ 235.6% | 235.5% | 2355%
G 209-0 1014|1105 10 a% | B67% | 7SEH | 67.4% | 1264% | 1516% |137.0% | 1264% | 1144% | 1264% | 1516% [ 147.0% | 144.4% | 141.1% | 15165% | 202.2% | 242.6% | 202.5% | 242 5%
G 209-H 1061% | 1247% | 1052% | oAt | FEEH | 704 | 1314% | 157.7% | 143.3% | 151.4% | 110000 | 1314% | 157.7% | 153.B% | 150.2% | 145.7% | 157.7% | 210.2% | 252.3% | 252.3% | 2523%
EE1-F 50,5 6.5 [ 50.2% | S07% | 444% | 30.5% | 7400 | BEEW | BOFH | 740 | G7.0fh | TACHh | BEEM | B6.5%h | BA5% | B2.6% | BE.E% | 11 4% | 142,00 | 142,006 | 14200
EE1-G 50,00 5% | 600fh | S15% | 450% | Aa0u0fh | TSA% | o0a% | B19% | TSAM | .00 | 7SA% | o0a% | B7o% | 35E% | B3.EW | 001% | 1204% | 144.1% | 194,1% | 144.1%
B E1-H 50.5H 65,5 | GOE% | 522% | 45.6% | 405% | TEORR | 01.2% | B2o% | Fo0%h | sE.EH | TECHR | 01.7% | BouOfh | B60% | BA.EH | 00 2% | 121 .6% | 145.0% | 15.0% | 1450%
IC1248-D 51.1% GEEH | 511% | 524% | 45E% | 407 | TE4% | o1.5% | 3.3 | ToAM | 0.2 | vEA% | 015% | BoA% | B7.3% | 5.2 | 01.5%h | 122.2% | 145.6% | 145.5% | 145 5%
KC1248-E 52.1% & B [ 621% | 53.2% | 4565 | 41.4% | 7r.6%h | 032% | BATH | FrE | O3 | Tr.gth | o32% | o0o% | BETHh | BE.TH | o5 2% | 124.2% | 140.1% | 149.1% | 140.1%
jC124-F 53.1% E.o% | §32% | 542% | 47A% | 422% | 7RO | 047% | B6A% | TEOM | 7A15% | vEOW | o4 | oZa% | co2% | BEAM | 04.7% | 126.3% | 151.5% | 151.5% | 1515%
|I'l.l158:'I.-C 55,5 .54 [ 565% | 45.4% | 424% | 7.7% | 7O | B4EW | v7AH | FOSH | sa.0fh | TO5H | B4E% | B27% | BOTH | TE.EH | BAE% | 113006 [ 135.5% | 175.6% | 135 6%
IMSBII.-E 55.5H 512 | SEEH | S0A% | 442% | 30.2% | 735% | BE.2H | 029 | 735 | Ge.6h | vS5%h | B2 | B6A% | 24000 | B2a% | BE.2% | 117.6% | 141.2% | 1491.2% | 1412%
|rzaa-F 5o, 6 0 | 506 | 514% | 447% | 3.7% | 7ASH | BoA% | BA.3H | FA5% | 67.5% | 7AS% | BoA% | B7.2% | B5.1% | B3.4% | B9.4% | 110.2% | 143,00 | 1B.0% | 14300
G 362D 71.584 FrTOM [ v14% | 61.2H | 535% | 47.6%h | Bo.2% | 107 A% | o7 3% | Bo.2H | BOE%M | B0 | 107 2% |20 A% | 1020% | oo st | 107 A% | 142 7% [ 171.3% | 171.3% | 1T13%
G362 E 7 2.0 Fo.00 | 724% | 622% | 54.5%h | 487 | o005t | 1087 | oEEH | 005 | B200 | o0cth | 08 7% | 10600 | 1035% | 100 A% [ 108 7% | 1440% [ 173.0% | 173.0% | 1730%
jG 362-F 73.5H BOS% | 73EM | 63.2% | 55.3% | 40.2%h | 022% | 110.5% | 100.6% | 022 | B3.5% | o2 2% | 11006 | 207 0% | 106.4% | 1020% | 11005% | 147 5% | 177.0% | 177086 | 177 0%
BE1-41 B7.5%h ooo% | B7o% | 7Sa% | 6500 | SE.6% | 100 0% | 131.0% | 119.0% [ 1000% | oo 6 [ 1000% | 1310% | 1ZE.7H [ 1.6 | 1227 [ 1310% | 1750% (211.1% | 211.1% | 211.1%
B =41 o2.dh 101 1% | 926 | 7oA% | B95% | F1.8% | 115 5% | 130,00 | 126.3% | 115.8% | 104 0% | 115 5% | 139.0% [ 135.6% | 132.4% | 120.3% | 13008 | 1B53% [ 222.3% | 22.3% | 2223%
BIFC-41 7o .5 B7.0fh | FoE% | sEA% | 50E% | 53.2% | 0o7% [ 1107% | 108 E% | oo F%h | o003 | o007% | 1197% | 1168 | 11400 | 112 3% [ 1197% | 1506% [ 191.5% | 191.5% | 1915%
EF 2-41 a0, B OF.A% | o02H | PRI | 67 7% | 80.2%h | 1125H | 1353% | 123000 | 1128% | 1022% | 1125% | 1353% [ 132.0%0 | 1ZBo% [ 1= 0% | 1353% | 1B0S5% | 216.6% | 215.6% | 216 5%
C177-1 B4.5%h 027 | BAS% | 724% | 634% | 56.3% | 10555 | 1267% | 115, 2% | 105 6% | o5 6t | 105.5% | 1267% | 123,68 | 1207% | 127 0% [ 12657% | 160.0% | 202 .B% | 22 .E% | 202 E%
jG365-41 o5, 3 1030% [ 95.3% | B1.6% | 71A% | 63.5% (1191% | 142.0% | 120.0% | 1191% | 107 2% | 1191% | 142.0% [130,4% | 136.1% | 132.0% | 1420% | 100,5% [ 22B.6% | 2B .6% | 22E 6%
G S53- A M B5.5% o3.5% | B58% | 735% | 64.5%h | 57.2% | 107 T | 1ZFH | M7.00h | 107 2% | o7 A% (107 2| 1B |15 .5% | 1226 | 1297 [ 128 7| 1716% [ 205.0% | 2E.0% | 205 0%
| 58- 7 5.5 B3.0% | 7oo% | oM | 577% | 51.3% | o6t [ 1154% | 1040 | 052 | B7.AM | o6 | 1154% | 112 6% | 100.9% | 107 4% [ 1154% | 1530% | 1B4.7% | 1B4.7% | 1B4.7%
1 5E- k. 77 .50 B.4% | 7rA% | 55.3% | 5SRO0 | S1.6% | 067% [ 1162% | 105 5| o67% | B7.6% | o67% | 1161% | 1135 | 1106 | 108 0% [ 1151% | 154E% | 1B5.7% | 1E5.7% | 1B5.7%
5241 B4.5% 02 5% | BAB% | 727% | 636 | S6.5% | 106000 | 127.2% | 15 7% | 10600 | o600 | 10600 | 137 2% | 124.2% | 121 2% | 118.4% [ 127 2% | 1606% | 205.6% | 208.6% | 205 6%
JMG6=-B B65.5% 0. 7% | B6E% | 744% | 552% | 57.0% | 10850 | 1303% | 1B.4% | 108 6% | 0. 3% | 108.5% | 1303% | 127.2% | 124.1% | 121 2% | 1303% | 173.7% | 208.4% | 20E.4% | 208 A%
JA5-41 BE.5%h o7 | BEO% | 75.2% | 657% | S0.3% | 11212% | 133.4% | 121, 2% | 112.2% | 20006% [ 111 1% | 133.4% | 130,1% | 127000 | 124000 [ 1334% | 177 E% [213.4% | 213.4% | 2134%
JS-41 a5, 3 105 | o655 | B25% | 72.2% | 63290 | 1203 | 1444% | 131.3% | 12030 | 109000 | 120.3% | 144.4% | 140.0% | 137.5% | 1343% | 1444% | 102.5% | 231.1% | 231.1% | 231.1%
J157-B o5 .o A0 | 950% | B2.2% | 710% | 63.0% | 1200% | 143 0% | 120.8% | 119.0% | 10867 | 1100% | 143 0% | 140.3% | 137.0% | 133 E% | 1430% | 191,6% | 230.2% | 230.2% | 2302%
J5a-E o5.1% A0a0% | 951% | B24% | 722% | 63.0% | 120.2%h | 1442% | 131.4% | 1202 | 108 5% | 120.2% | 144.2% | 140.7% | 137.3% | 134.1% | 1442% | 192,5% | 230.7% | 230.7% | 230.7%
L50- & M B1.5% B9.3% | B18% | 70.2% | 514% | S4.6% | 1025 | 1228% | 110 6% [ 1023 | 02.7% [ 102.5% | 1228% | 119.8% | 1169% | 114.2% [ 1225% | 162.7% | 195.4% | 195.4% | 195 4%
LS07-E BE.5%h o7 | BEO% | 76.2% | 657% | S0.3% | 1112% | 133.4% | 121, 2% | 112.2% | 2007% [ 111 1% | 133.4% | 130,1% | 127000 | 1242% [ 1334% | 177 E%N [213.4% | 213.4% | 2134%
LSC- 4 57 .5 FACM | Gro%h | SE.Z% | S05% | 45.2% | BAEW [ 100 5% | 025 | BAE% | 76.E% | BAEM | 101 EY | 005 | o6o%h | ca 7 [ 100 E | 135.7% | 162.0% | 162.0% | 162 0%
| L] B3.5%h 01.5% | B30% | 710% | 620% | 55.0% | 1045 | 1= E% | 114, 3% [ 1048 | 04.0% [ 1045% | 125 E% | 122.7% | 119.8% | 12700 [ 1= 5% | 167.7% [201.3% | 201.3% | 201 3%
lW'QBJ—.I‘LI B1.5%h B0.3% | B10% | 70.2% | 514% | S4.6% | 1024% | 1228% | 112.7% [ 1024% | 92.7% [ 1024% | 1228% | 119.8% | 117.0% | 114.5% [ 1225% | 163 E% | 195.5% | 195.5% | 195 5%
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The New Economy.

Reqguires New Thinking

Old style decisions and data sources

may be less t
chal
new rea

nan responsive to the
enges of the

estate markets.

“The current problems we face cannot
be solved at the same level of thinking
by which they were created.”

Albert Einstein



Place Strategy Hedges RIsSKs of

Traditional Real Estate




Invests 1n Alll Phases of Real Estate

Value/Supply Chain, as Reflected in Timiber
te House Profit Eramework

Significant value is added before

alue investment property is purchased.
Added
L)
. FOREST TIMBER TIMBER
SELLER INVESTOR COMPANY COMPANY LUMBER MILL DISTRIBUTOR BUILDER
CUSTOMER TIMBER TIMBER BUILDER AND
COMPANY COMPANY LUMBER MILL DISTRIBUTOR END USE HOMEOWNER
PROCESS Convert Trees Manufactuge Lumber Used to
Grow Trees to Logs Lumt)oe;sfrom Deliver Lumbgy Sell Lumber Build Structure
Wholesale .
RESOLIRES Capital Logs Lumber Mill Lumber @ Retail L””?ber
(iafins) g Distributor @ Job Site
Wholesale Retail
RESLLIRL = Lumber @ Mill FLumber @ Lumber @ ompleted Home
(o) » Distributor Job Site Improvement




Roulac Investment Universe - Highly.

Differentiated from T raditional
Investing

1) Owning real estate and REITs is only part of total property universe;

2) Better to invest in all property revenue sources and real estate profit
centers; and,

3) Roulac Core Property Categories: 8,500 Companies = $5 Trillion Market
Cap.

a) Traditional Property Investment b) Building Development
B Business property ®  Homebuilders
B Retail and warehouse B Commercial property developers
B Diversified and other property B Construction and civil engineering
B Hospitality B Building materials
B Residential B Cement manufacturers
B Mortgage investment B Building steel manufacturers
B Furniture, fixtures and decorating

c) Property Resources d) Business Services e) Place Strategy
W Agriculture B Leisure and tourism B Hedges physical market risks
B Timber related firms B Traditional real estate
AR B Business related serves conventional
| Utilities ; > h
] service firms business models

[

stz . B Real estate related B Technology advances
B Transportation information and software providers shift location of property  demand
®  Other corporate m  Healthcare, senior living and residential to other places

property owners services 8



Different Property Categories Have

Differenit Cycles Patterns of VVarying
Amplitude and Duration




How To Make TThe Most

Rewarding Investing Decisions

" Investment research is conclusive that
performance is derived:

Choose

! ! : ! Markets
" Primarily: investment policy

Select

® Secondarily: portfolio construction  Investments

Project

" Lastly: deal analysis Returns

® Most investors allocate research resources to
Investment research functions in the inverse
priority to their contribution to investment
performance.
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Mismatch Between Allocation of

Resources to Research and
Contribution to Performance

Investing
Policy

Portfolio
Construction

Deal
Analysis

Research Performance
Allocation Contribution

Investing
Policy

Portfolio
Construction

Deal
Analysis

High Low
Low High

11



Astute Research Resource Allocation

Can Suppoert Mest Rewarding Decisions and
Thereby Improve Performance

Policy and
Portfolio

Deal
Analysis

Resources

Rewards

Resources not allocated to most
rewarding research

Resource Misallocation

l

Resources allocated to less rewarding
research

Low

High

TOO LITTLE spent
on most rewarding
research and
analyses

TOO MUCH spent
on less rewarding
research and
analyses
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Increasing Dominance of Real Estate In

the US Economy Activity: 1947-2007
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Changes In Empleyment Create/Destroy.

Real Estate Demand and Property Value
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How Empleyment Determines Real Estate

Demand fior Preperty Types
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National US Real Estate Assets and

Liabilities (1952-2009)
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Four Scenarios — 2009 threugh 2019 —

fior Roulac Global Places VValue Index
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The New Economy.

Reqguires New Thinking

Old style decisions and data sources

may be less t
chal
new rea

nan responsive to the
enges of the

estate markets.

“The current problems we face cannot
be solved at the same level of thinking
by which they were created.”

Albert Einstein
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