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Real Estate Values Being Pulled Multiple 
Ways

Downward pressure from:

Economy in recession, job losses 
mounting, consumer sentiment 
plunging

Pullback in space demand

Capital markets in midst of 
repricing of risk

Credit crunch restricting debt 
capital availability

Mitigating Factors

Low vacancy rates for onset of 
recession

Low levels of new supply for 
onset of recession



Not Our First Time in This Predicament

Real estate as an investment class has been oversold, overbuilt,
overleveraged, and overvalued.

Emerging Trends in Real Estate, 1992



Job Losses Expected Through Mid-Year
Economic 
Overview

-100,000

-50,000

0

50,000

100,000

150,000

200,000

250,000

300,000

350,000

400,000

J F M A M J J A S O N D J F M A M J J A S O N D J F M A M J J A S O N D J F M A M J J A S O N D

2005 2006 2007 2008

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%
Month-to-month job gains
Year-over-year growth

Source: Bureau of Labor Statistics; Economy.com; Heitman Research

Historical and Forecast Employment Growth
U.S.  2005-2008
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Completions as % of Existing Stock
Top U.S. Markets  1980-2007

Office

Apartments

Retail (Non-Regional Mall)

Industrial

Five-Year Average Completions as Share of Stock

Apartments:        1.1%
Industrial:            1.1%
Office:                 1.4%
Retail:                 1.7%

Real Estate Helped by Restrained 
Construction 

Economic 
Update
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National Apartment Market Weakening
Apartment 
Update
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Effective Rent Growth vs Apartment Vacancy
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Fewer Markets Seeing Above-Inflation Rent 
Growth

Apartment 
Update
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Effective Apartment Rent Growth
Q1 2007-Q1 2008

Los Angeles 2.8%
Bethesda 2.8%
Nashville 2.7%
Philadelphia 2.6%
Sacramento 2.6%
Nassau Suffolk 2.4% Boston 6.8%
Kansas City 2.2% San Francisco 6.8%
Santa Ana-Anaheim 2.1% Denver 6.2%
Cleveland 2.1% Portland 5.9%
Charlotte 2.0% Colorado Springs 5.4%

Memphis -1.4% Washington DC 2.0% Oklahoma City 4.8%
Camden -1.6% Raleigh 2.0% Austin 4.5%
Reno -2.5% Warren 2.0% Cambridge 4.2%
Fort Lauderdale -2.5% San Antonio 1.9% Albuquerque 4.1%
Phoenix -2.6% Cincinnati 1.7% Fort Worth 4.1%
Tampa -3.0% Miami 1.3% Chicago 4.0%
Savannah -3.3% Minneapolis 1.2% San Diego 4.0%
Orlando -4.1% New York 1.1% Durham 3.7%
Providence, RI -4.7% Riverside-SB 1.0% Houston 3.4%
Jacksonville -4.9% Lake County, IL 1.0% Indianapolis 3.3% Tacoma 10.0%
West Palm Beach -4.9% St. Louis 0.9% Dallas 3.1% Boulder 9.9%
Palm Bay -5.5% Atlanta 0.7% Edison 3.1% Salt Lake 9.6%
Sarasota -7.7% Las Vegas 0.6% Detroit 3.1% San Jose 9.1%
Naples -12.2% Tucson 0.3% Columbus 3.0% Norfolk 7.2%
Fort Myers -14.4% Hartford 0.0% Baltimore 3.0% Seattle 7.1% NONE!

Source: Axiometrics Research; Heitman Research

10%+ growthDeclining rents < 3.0% growth 3.0% to 6.9% growth 7.0% to 9.9% growth



Industrial 
Update Industrial Weakening Slightly
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Multiple Healthy Markets
Industrial 
Update

Industrial Market Vacancy Rates 
U.S.  2008 Q1

KEY:
Washington, D.C. 12.0 Major Logistics Hubs

Philadelphia 10.0 Phoenix 11.6 Diversified Industrial Ctrs
Nashville 9.9 Sacramento 11.6 Locally Driven Markets
Market Avg. 9.8 Dallas 11.3 Sum of Markets

Las Vegas 7.5 Jacksonville 9.6 Riverside 11.1
Tampa 7.3 San Diego 9.5 Chicago 10.9
Houston 7.2 Cleveland 9.4 Raleigh 10.8
Albuquerque 6.7 Charlotte 9.3 Hartford 10.7
Salt Lake City 6.6 Orlando 9.2 San Jose 10.7 Boston 14.7
Orange County 6.5 Fort Worth 8.9 Austin 10.6 Pittsburgh 14.1
Portland 6.4 Minneapolis 8.5 Edison 10.6 Columbus 13.5
Seattle 6.2 Kansas City 7.8 Indianapolis 10.6 Wilmington 13.4
San Francisco 5.9 Miami 7.8 St. Louis 10.5 Atlanta 13.3
Tucson 5.2 Cincinnati 7.6 Denver 10.3 Baltimore 13.2 Memphis 19.0
Los Angeles 4.9 Newark 7.6 Oakland 10.1 Stamford 12.9 Detroit 17.3

Source: Torto Wheaton Research; Heitman Research

7.5% or less 15.1%+7.6%-10% 10.1%-12.5% 12.6%-15%



Initial Signs of Softer Office MarketOffice 
Update
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Great Variability at Metro Market Level 
Office 
Update

Office Market Vacancy Rates 
U.S.  2008 Q1

KEY:
Primary Downtown 
Primary Suburban 

San Diego 14.8 Secondary Metro
Suburban Avg. 14.7 National Averages
Portland 14.3

Raleigh 12.5 Boston 14.2
North. Virginia 12.3 Cleveland 13.9
Riverside 12.3 Oakland 13.8 Minneapolis 17.2

Los Angeles 10.0 Salt Lake City 12.1 Fort Lauderdale 13.6 Indianapolis 16.5
Long Island 9.7 Miami 12.0 Minneapolis 13.6 Hartford 16.4
Portland 9.7 St. Louis 11.9 Baltimore 13.5 Denver 16.1
Downtown Avg. 9.6 Chicago 11.6 Kansas City 13.5 Orange County 16.1
San Francisco 9.6 Houston 11.6 San Jose 13.5 Sacramento 16.1 Cincinnati 19.7
Seattle 8.6 Miami 11.2 Orlando 13.3 Columbus 16.0 N. New Jersey 19.5
Philadelphia 8.1 Denver 11.0 Phoenix 13.3 Oakland 16.0 Phoenix 19.4
San Francisco 7.6 Nashville 11.0 Cincinnati 13.0 Atlanta 15.8 St. Louis 19.4
Washington DC 7.3 Seattle 11.0 Los Angeles 13.0 Austin 15.8 Chicago 19.3
Boston 5.8 Baltimore 10.9 Philadelphia 13.0 Charlotte 15.8 Atlanta 19.0 Detroit 26.7
Downtown-NYC 5.2 Westchester 10.7 Overall Avg. 12.9 Tampa 15.6 Cleveland 17.9 Dallas 25.5
Midtown-NYC 4.1 Houston 10.6 Fort Worth 12.8 Las Vegas 15.5 Jacksonville 17.8 Dallas 20.7
Charlotte 2.8 Stamford 10.3 Sub. Maryland 12.8 San Diego 15.1 W. Palm Beach 17.6 Detroit 20.6

Source: Torto Wheaton Research; Heitman Research

17.6%-20.0% 20.0% or more10.0% or less 10.1%-12.5% 12.6%-15.0% 15.1%-17.5%



Retail Helped by Strong Starting Position 
Retail      
Update
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Retail Sales Trending 
Down Awaiting Rebate Checks

Retail 
Update
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Historical Average = 4.0%
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Average Re-Leasing Spreads
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Markets Can’t be Painted with Single
Brush: Vacancy Sometimes a Positive

Retail 
Update
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