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Bicycle Racing Offers Instructive Metaphor Bicycle Racing Offers Instructive Metaphor 
for 21st Century Investingfor 21st Century Investing
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Randomness and luck influence outcomes

Similar time for all riders

Strongest rider may not win

Superior strategy and strength are more 
often rewarded

Much more differentiated outcomes

Differentiated strategy more likely to 
be successful than field sprint

Inevitable Consequences of 
Riding With the Peloton
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Implications of 
Breaking Away
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Focus on 
Subject 
Property 

Perspective 
on Subject 

Metro

Larger 
Context:  
Portfolio 

and Policy 

Taking in 
the entire 

picture 
provides 

more 
insight and 
perspective 

Seeing Seeing ““The Entire PictureThe Entire Picture””



Four Scenarios Four Scenarios ── 2009 through 2019 2009 through 2019 ──
for Roulac Global Places Value Indexfor Roulac Global Places Value Index
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Risk Metrics Risk Metrics –– Projected LTVs of CMBS Investments Projected LTVs of CMBS Investments 
Considered for Model Portfolio AnalysisConsidered for Model Portfolio Analysis
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Old style decisions and data sources 
may be less than responsive to the 

challenges of the 
new real estate markets.

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

Albert Einstein

The New Economy The New Economy 
Requires New ThinkingRequires New Thinking



Place Strategy Hedges Risks of Place Strategy Hedges Risks of 
Traditional Real EstateTraditional Real Estate

Source: Roulac Global Research ©�2007
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Invests in All Phases of Real Estate Invests in All Phases of Real Estate 
Value/Supply Chain, as  Reflected in Timber Value/Supply Chain, as  Reflected in Timber 

to House Profit Frameworkto House Profit Framework
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FOREST 
INVESTOR

TIMBER 
COMPANY

TIMBER 
COMPANY LUMBER MILL DISTRIBUTOR BUILDER

CUSTOMER TIMBER 
COMPANY

TIMBER 
COMPANY LUMBER MILL DISTRIBUTOR

BUILDER AND 
END USE HOMEOWNER

PROCESS
Grow Trees

Convert Trees
to Logs

Manufacture
Lumber from 

Logs
Deliver Lumber Sell Lumber

Lumber Used to 
Build Structure

RESOURCE 
(Input)

Capital Trees Logs Lumber Mill
Wholesale 
Lumber @ 
Distributor

Retail Lumber
@ Job Site
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(Output) Trees Logs Lumber @ Mill

Wholesale 
Lumber @ 
Distributor

Retail
Lumber @
Job Site

Completed Home 
Improvement

Value 
Added

Significant value is added before 
investment property is purchased. 
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Roulac Investment Universe Roulac Investment Universe -- Highly Highly 
Differentiated from Traditional Differentiated from Traditional 

InvestingInvesting
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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
Business property
Retail and warehouse
Diversified and other property
Hospitality
Residential
Mortgage investment

b) Building Development
Homebuilders
Commercial property developers
Construction and civil engineering
Building materials
Cement manufacturers
Building steel manufacturers
Furniture, fixtures and decorating

d) Business Services
Leisure and tourism
related firms 
Business related
service firms
Real estate related 
information and software providers
Healthcare, senior living and residential 
services

c) Property Resources
Agriculture
Timber
Utilities
Retailers
Transportation
Other corporate 
property owners

e) Place Strategy
Hedges physical market risks
Traditional real estate
serves conventional 

business models
Technology advances
shift location of property      demand 
to other places



Different Property Categories Have Different Property Categories Have 
Different Cycles Patterns of Varying Different Cycles Patterns of Varying 

Amplitude and DurationAmplitude and Duration
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How To Make The Most How To Make The Most 
Rewarding Investing DecisionsRewarding Investing Decisions

Investment research is conclusive that 
performance is derived:

Primarily:  investment policy

Secondarily:  portfolio construction

Lastly:  deal analysis

Most investors allocate research resources to 
investment research functions in the inverse 
priority to their contribution to investment 
performance.

10

Choose 
Markets 

Select 
Investments

Project 
Returns 



Mismatch Between Allocation of Mismatch Between Allocation of 
Resources to Research and Resources to Research and 
Contribution to PerformanceContribution to Performance

Research 
Allocation 

Performance 
Contribution 

Investing 
Policy

Investing 
Policy

Portfolio 
Construction 

Portfolio 
Construction 

Deal 
Analysis 

Deal 
Analysis 

High                                              
Low

Low                                             
High
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Astute Research Resource Allocation Astute Research Resource Allocation 
Can Support Most Rewarding Decisions and Can Support Most Rewarding Decisions and 

Thereby Improve PerformanceThereby Improve Performance
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Policy and 
Portfolio 

Deal 
Analysis

TOO LITTLE spent 
on most rewarding 
research  and 
analyses 

TOO MUCH spent 
on less rewarding 
research and 
analyses 

Resources Resources not allocated to most 
rewarding research

Rewards Resources allocated to less rewarding 
research 

Resource Misallocation 

Low High 



Increasing Dominance of Real Estate in 
the US Economy Activity: 1947-2007
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Click to edit Master title styleChanges in Employment  Create/Destroy Changes in Employment  Create/Destroy 
Real Estate Demand and Property Value Real Estate Demand and Property Value 
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How Employment Determines Real Estate How Employment Determines Real Estate 
Demand for Property TypesDemand for Property Types



National US Real Estate Assets and 
Liabilities (1952-2009)
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Four Scenarios Four Scenarios ── 2009 through 2019 2009 through 2019 ──
for Roulac Global Places Value Indexfor Roulac Global Places Value Index
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Old style decisions and data sources 
may be less than responsive to the 

challenges of the 
new real estate markets.

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

Albert Einstein

The New Economy The New Economy 
Requires New ThinkingRequires New Thinking


