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World GDP Growth
…Global Collapse
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Source: International Monetary Fund and TCW Global Strategy Forecast



Crude Oil Prices
1970‐1981
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Recession Crude Oil

Source: New York Mercantile Exchange



Fed Funds Rate 
…Raising Rates Doesn’t Help Economy…Raising Rates Doesn t Help Economy
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Recession Effective Federal Funds Rate
Source: Federal Reserve



Fed Funds vs. Japanese Discount Rate
…Foreigners to the Rescue
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Recession Effective Federal Funds Rate Bank of Japan Discount Rate

Source: Bloomberg, Federal Reserve



NREIT vs. NASDAQ
…Who Has the Last Laugh?…Who Has the Last Laugh?
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Recession REIT Market Cap Nasdaq Index



Growth of Securitization Markets
…Jumping off the Cliff in 2007

$2 50

…Jumping off the Cliff in 2007

$2.00

$2.50

$1.00

$1.50

$‐

$0.50

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

$0.0 Yearly Securitized Issuance, Trillions of Dollars

Estimate

Economics and the Practitioner
November 23, 2009

Source: Wachovia



Residential Collapse

“ Irrational Exuberance ”…Irrational Exuberance…

Alan Greenspan‐Alan Greenspan
December 5, 1996
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S&P/Case Shiller 20‐City Composite
(2000‐2009)

215

(2000 2009)
…The Bad News is Out
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13 Million Homes with
Zero or Negative Equity

30.00% 16000

Zero or Negative Equity
…What Happened to My Nest Egg?
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Affordability Back to Historically 
Attractive Levels
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…Residential Relief in Sight

39%

35%
36%

32%

27% 27% 27% 27% 27% 27%
30%

35%

40%
Monthly Principal & Interest on a 30‐Year 
FRM as % of Income (assumes 10% down 
payment and median existing home price)

27% 27% 27% 27% 27%
25%

24%
22%

24%
23% 22% 22%

21% 22%
23%

22% 22%
21%

23%
25%

26%
24%

17%

27%
25%

20%

25%

5%

10%

15%

0%

19
80

19
81

19
82

19
83

19
84

19
85

19
86

19
87

19
88

19
89

19
90

19
91

19
92

19
93

19
94

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

8‐
N
ov

A
ve
ra
ge

M
ed
ia
n

20
08

 
(N
ov
)

Economics and the Practitioner
November 23, 2009

Source: NAR, MBA



Metrics are Right to Buy
B Will I H J b?
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People Will Buy Homes Again

New Home Sales
(Units in Thousands)
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Commercial Collapse

“Panic in a market is like liquid nitrogen – itPanic in a market is like liquid nitrogen – it 
can quickly cause a devastating freeze.”

‐Alan Greenspan
The Age of Turbulence (2007)
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Growth of Securitization Markets
…What Created This Mess?
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Source: Wachovia

Yearly Securitized Issuance, Trillions of Dollars



U.S. Commercial Real Estate Debt 
Markets – $3 1 TrillionMarkets – $3.1 Trillion 
…Rollover Maturities until 2016 
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54%
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Source: Mortgage Bankers Association



Estimated Commercial Mortgage 
MaturitiesMaturities
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CMBS total includes both fixed and floating rate loans to first maturity. 
Source: ACLI, Federal Reserve Board of Governors, Wachovia Capital Markets



Commercial Property Values Continue to 
DeclineDecline

…And Continue to Continue
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The Highridge JourneyThe Highridge Journey
30 Years of Uninterrupted Growth

Broaden Your Knowledge.

E i Th hlExamine Thoroughly.

Think Critically.

Analyze Logically.

Execute Prudently and with Perseverance.Execute Prudently and with Perseverance.

Ancient Chinese Proverb
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November 23, 2009



Highridge Partners Investment Approach
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Recession HP Invested NAREIT

** Internal Highridge Partners Unaudited Estimates



Highridge Partners Investment Approach
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Recession HP Invested NAREIT

** Internal Highridge Partners Unaudited Estimates



HP Invested Capital and Profits
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Investment Profit

** Internal Highridge Partners Unaudited Estimates



HP Invested Capital and Profits
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** Internal Highridge Partners Unaudited Estimates



Highridge Focus Today

• Play the Deleverage Game – Buy Debt with

…Riding the Recovery Curve

Play the Deleverage Game  Buy Debt with 
Equity

• Residential Opportunities Today
– ForeclosuresForeclosures
– Vacant Land (Entitled)
– Urban Affordable Housing

• Commercial Opportunities ‐ Just Beginning
– Wait and See 
– Office 
– Hospitality 
– Industrial

• REITs, Public Market Opportunities
– Low leverage, high yield
– Equity REITS vs. Mortgage REITS

Economics and the Practitioner
November 23, 2009

– Localized vs. National
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