Cap Rates & Interest
Rates to Remain Low
and Stable in 2015

Oil, Inflation, and Other Indicators

E INVESTMENT REAL ESTATE. SIMPLIFIED.



Price per barrel of oil* Price per barrel of oil today:

Monthly average spot prices,

Jan. 2000 through Oct. 2014
s $64.48
[

CLF15 - Crude Qil WTI {(NYMEX)
W CL":64.43 O ol 4493545

2000000
1000000
1]

% Oct 14 Nov
Source: U.S. Energy Information Administration

THE WASHINGTON POST
(The Washington Post)

http://www.washingtonpost.com/business/economy/2014/12/01/904984b2-7971-11e4-9a27-6fdbc612bff8_story.html




An overview of oil production, exports and imports...

i Unsettled outlook

Biggest oil producers
2013, barrels per day, m
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http://www.businessinsider.com/here-are-the-big-winners-and-losers-of-low-oil-prices-2014-10
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Crude Cost of Production Rises as
Demand Grows

(x-axis: total liquids production; y-axis: avg Brent-equivalent breakeven price*, $/bbl)
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World consumption of oil on the rise...

World Oil Demand
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Oil prices expected to remain low

Exhibit 1: Brent crude price down 33% since June
as of November 13, 2014
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Mixed impact on US...

» US is world's largest consumer, importer and producer of oil.

» Cheaper oil could make more of a difference to monetary
policy...

» Lower energy costs act like a tax cut on American households,
increasing their purchasing power. Fed may extend and slow the
rate at which they try to achieve a normalized policy.

UNITED STATES FED* FUNDS RATE
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International worries focused on
recession and deflation....
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Other indicators of flat interest rates....

Consumer prices Commodity price indexes

Change from previous year, not seasonally adjusted
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Source: Bureau of Labor Statistics

Source: World Bank.
Note: Last observation is for September 2014.




FREn ~~4  — Privately Owned Housing Starts: 1-Unit Structures
— Privately Owned Housing Starts: 5-Unit Structures or More
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Starts of one-family houses advanced 4.2 percent to a 696,000 annualized rate last
month, the most since November 2013, Commerce Department figures showed today
in Washington.

Seasonally adjusted. Source: US. Bureau of the Census




Cap Rates by Property Type
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Sources: Marcus & Millichap Research Services, CoStar Group, Inc., Real Capital Analytics




Commercial Real Estate Cap Rate
vs. 10-Year Treasury

=== Cap Rate ==m10-Year Treasury Rate
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Sources: Marcus & Millichap Research Services, CoStar Group, Inc.,
Real Capital Analytics, Federal Reserve Board




Cap Rate Trends

Apartment Retail
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Industrial Cap Rate Trends

=== |ndustrial Cap Rate === {10-Year Treasury Rate
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Multi-Tenant Retail Cap Rate Trends
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Office Cap Rate Trends
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Apartment Cap Rate Trends

— Apartment Cap Rate — 10-Year Treasury Rate

10%

00
=S

10-Year Treasury
4% Long-Term Avg.

Average Rate
(=1
xR

2%
90 92 94 96 98 00 02 04 06 08 10 1213*
Sales $1M and above

* Through 3Q ** Estimate
Sources: CoStar Group, Inc., Real Capital Analytics




Growth in Milwaukee & SE Wisconsin

Payroll Employment Unemployment Rate

(Y/y % chng) (percent)
Real GDP (2007 = 100)
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MNational Level Stabilized Capitalization Rates (by section, class and/or segment)

A 5.49% 5.53% 4 291

CBD Office B 6.92% 6.91% -1 429

C 8.95% B.85% -10 623

A 6.67% 6.63% -4 401

Suburban Office B 7.95% 7.81% -14 519
C 9.41% 9.30% -11 669

A 6.25% 5.97% -28 335

Industrial B 7.36% 7.04% -32 442

C 8.56% B.33% -23 571

A 6.25% 5.93% -32 331

Retail-Neighborhood Centers B 7.15% 7.14% -1 452
C 8.43% B.72% 29 610

A 46.82 6.52 -30 390

Retail-Power Centers B 7.72% 7.41% -31 479
C 8.71% B.44% -27 582

Retail-High Street A 4.81% 4.45% -36 183
A 4.64% 4.59% -5 197

Mulfifamily - Infill B 5.16% 5.18% 2 256
C 5.93% 5.95% 2 333

A 5.32% 5.29% -3 267

Multifamily - Suburban B 5.93% 5.82% -11 320
C 6.89% 6.75% -14 413

Economy 9.03% B.69% -34 607

Full Service 7.54% 7.54% 0 492

CBD Hotels Lusury 6.94 6.66% -28 404
Select Service 8.06% 7.88% -18 526

Economy 2.62% 9.60% -2 698

Full Service 8.03% B14% 11 557

e Luxury 7.48% 7.35% 13 473
Select Service B.38% B.32% -& 570

Source: CBRE Cop Robe Survey; Federal Bessrve for Treasury rotes, 2004,



Major Exploration "N Exploration
Country 'le'pﬂ
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Russia Onshore
Other former LISSR Onshore
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Russia
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Mexico total oil productionand consumption, 2004-15
million barrels per day
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