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* Denotes equally weighted cash flow based NCREIF appreciation return component. Notes: NPI and TBI are quarterly indices through 4Q10. The dashed lines 
are monthly interpolations.  Moody’s and Green Street CPPI’s are monthly indices through December 2010 and January 2011, respectively.  

Sources: Cornerstone Research based on data from NCREIF, MIT Center for Real Estate, Green Street  and Moody’s Investors Service.
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Treasury and corporate bond yields are monthly through February 2011. Real estate cap rate is quarterly through 4Q10 and represents equally weighted 
average cap rates from institutional core property transactions.

Sources: Cornerstone Research, NCREIF, and Federal Reserve Board.

Core Property and Bond Pricing Closing Linked
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Private Equity Real Estate Capital Flows by Strateg y

Source: Cornerstone based on data from Institutional Real Estate Inc. and Kingsley Associates. 

� As institutional capital returned to the real estate sector last year 
investor appetite was initially focused more toward the bond-like 
characteristics of well leased core property than the stock-like 
growth features associated with vacancy and recapitalization risk. 

� Institutional Real Estate, Inc.’s 2011 Plan Sponsor Survey, based 
on 85 responses (mostly public pension funds), shows that more 
than half of new commitments went to core/core-plus investments, 
primarily via open-end funds and separate accounts

� Investor contributions to core open-end, diversified real estate funds 
that comprise NCREIF’s ODCE index totaled $3.3 billion in 4Q10 
and $2.7 billion in 3Q10, up from $1.5 billion in the second quarter, 
$1.4 billion in the first quarter, and a long way from the $181 million 
drop in the bucket in 4Q09. 

2010 Plan Sponsor Capital Allocations Were Focused on Core; 2011 Projections Show Shift to Value Added 
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Plan Sponsor Real Estate Capital Flows by Strategy              
(Domestic focused equity capital by U.S. plan spons ors)

� PREQIN data indicates that 2010 was a challenging year for fundraising by sponsors of 
closed end funds, particularly for value-added funds. The firm tracked closing of 48 
funds by U.S. based fund managers that raised a combined $24.2 billion. Of this almost 
$11 billion went to debt funds and $9 billion to global or niche product funds. The 
remaining $4.4 billion was allocated to value added, opportunistic and multi-
strategy/hybrid funds, with the majority going to opportunistic funds targeting distress. 

� PREQIN reports that on average private equity funds took 17.6 months to close and 
that only 21% met their initial target fund size. 
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Private Sector Job Growth Weak But Expanding …

24
Source: Cornerstone Research, Standard and Poors, Bureau of Labor Statistics 3-7-2011

… and House Prices Flat to Declining (with Risk to t he Downside?)
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Value Recovery Expands Beyond Stabilized Core

Sources: Cornerstone Research and NCREIF – data from 4th Quarter Webinar slides. 25
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Mortgage Market Improving But Issues Remain

Deleveraging in Early Stages But Picking Up Pace
(Debt as a Percentage of GDP )
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� Roughly a trillion dollars of mortgages are expected to mature over the next 
three years (CMBS, banks and life insurance) at a time when the commercial 
real estate sector will continue to transition through a painful period of 
deleveraging and recapitalization. 

� It is anticipated that many borrowers with maturing loans will continue to face 
difficulty refinancing and will face a significant funding shortfall due to tighter 
underwriting criteria and sharply reduced property valuations.

� The outstanding balance of commercial and multifamily 
mortgage debt expanded at a rapid rate over the past decade, 
growing by 128% from $1.56 trillion in 2001 Q1 to a peak of 
$3.42 trillion in 2009 Q1.  

� As a percent of economic activity (nominal GDP), mortgage 
debt skyrocketed to over 25%, easily surpassing the previous 
high set in the late 80s real estate cycle. 

� Commercial banks and CMBS were the major sources of 
funds contributing to “overleveraging” in the latest cycle.

� A 6% decline in the outstanding mortgage balance from Q109 
to Q310 and 5% growth in nominal GDP since bottoming in 
Q209 have together brought mortgage debt as a percent of 
GDP down sharply to 21.7%. 



Phoenix Factoids

� 9th Largest MSA with approximately 4.3m residents

� Median household age is 34 vs. 37 in the nation

� Arizona ranked 3rd in job creation during 2000-2007

� Arizona’s job creation rank 2007-2009 = ? 

� Employment growth over the next 5 years … ?

� Number of PHX properties in the NPI = 156



Phoenix Space Market Fundamentals – then and now 

Source: CBRE-EA

Vacancy Rates Pre-Recession and end of 2010: Phoeni x versus All Major Markets
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CBRE-EA’s 2 Year Office Rent Forecast …



CBRE-EA Warehouse Rent Index, Q310 …



Longer Term Demographic Fundamentals Strong …



Disclosure Statement
� This information provided herein is believed to be obtained from sources 

deemed to be accurate, timely and reliable. However, no assurance is given in 
that respect. The reader should not rely on this information in making 
economic or other decisions.

� This analysis does not make any recommendation about your investments, 
and should not be considered investment advice. Any opinions expressed 
herein reflect our judgment at this date and are subject to change. Certain of 
the statements contained herein are statements of future expectations and 
other forward-looking statements that are based on management's current 
views and assumptions and involve known and unknown risks and 
uncertainties that could cause actual results, performance or events to differ 
materially from those expressed or implied in such statements.

� Opinions and estimates offered herein are subject to change without notice, 
as are statements of market trends, which are based upon current market 
conditions.
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Cole Real Estate InvestmentsCole Real Estate Investments

• Was founded in 1979 by CEO, Chairman Chris Cole

• Is a commercial real estate investment firm whose investment 
programs are built on a strategy of acquiring income producing 
single tenant properties net leased to creditworthy tenants while 
deploying a conservative amount of leverage

• Has introduced over 100 investment programs

• Has acquired more than $7.5 billion in commercial real 
estate assets

• Maintains a consolidated portfolio of more than 1,300 properties 
with an average remaining lease term of more than 12 years at 
an occupancy rate of 97%

• Owns properties across 46 states and the U.S. Virgin Islands

Data as of 01/01/11



����
©2011 Cole Real Estate Investments. All Rights Reserved. Securities distributed by affiliate broker/dealer: Cole Capital Corporation. Member FINRA/SIPC

Cole Real Estate Investments  |  NCREIF Presentatio n – March 10, 2011

NCREIF Presentation (03/09/11)

ColeCole’’s disciplined investment strategys disciplined investment strategy



����
©2011 Cole Real Estate Investments. All Rights Reserved. Securities distributed by affiliate broker/dealer: Cole Capital Corporation. Member FINRA/SIPC

Cole Real Estate Investments  |  NCREIF Presentatio n – March 10, 2011

NCREIF Presentation (03/09/11)

Need for income solutionNeed for income solution

Income Generation

• Paycheck replacement

• Few alternatives in low 
yield environment

• Concern about rising rates

Portfolio Diversification

• Direct exposure to real 
estate without equity 
volatility

• Low correlation

• Measures of risk and return

Clients Need Commercial Real Estate
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Cover through:

• Portfolio income

• Systematic 
withdrawal

• Combination

Income replacementIncome replacement
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Few good options for incomeFew good options for income

INVESTMENT OPTION
DISTRIBUTIO

N/ YIELD
INVESTMENT REQUIRED TO 
GENERATE $1,000/MONTH

MONEY MARKET ACCOUNT/CD 0.75%

LARGE CAP STOCKS 1.70%

LARGE CAP VALUE/
DIVIDEND PAYING STOCKS

2.10%

BARCLAYS AGGREGATE 2.40%

LISTED REITS 3.60%

EMERGING MARKET DEBT 5.00%

JUNK BONDS 6.80%

Note:  Past performance is not a guarantee of future results. This is for hypothetical illustrative purposes only and not indicative of any 
investment. Distribution/yield based on relevant indexes as represented by 30-day SEC yields on iShares ETFs as of 1/19/11.

$1.6 million

$706,000

$571,000

$500,000

$333,000

$240,000

$177,000

NON-TRADED REITs approx. 6.5% $185,000 (approx.)
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Wall Street Journal AdvertisementWall Street Journal Advertisement
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Arizona AcquisitionsArizona Acquisitions

Arizona Totals
•Property Count 33

•Square Feet 1,343,000

•Contract Price $177,000,000

Freestanding Retail
•Property Count 30

•Square Feet 681,000

•Contract Price $122,800,000

Industrial
•Property Count 1

•Square Feet 467,000

•Contract Price $30,400,000

Office
•Property Count 1

•Square Feet 29,000

•Contract Price $7,700,000

Multi-tenant Retail
•Property Count 1

•Square Feet 166,000

•Contract Price $17,200,000



�
��
©2011 Cole Real Estate Investments. All Rights Reserved. Securities distributed by affiliate broker/dealer: Cole Capital Corporation. Member FINRA/SIPC

Cole Real Estate Investments  |  NCREIF Presentatio n – March 10, 2011

NCREIF Presentation (03/09/11)

• Located in Bellevue (Seattle), WA

• 583,178 square foot, Class A office

• 6.30% year-1 cap rate

• 7.70% average cap rate over the term

• Approximately 14 years remain with 
3.0% annual increases

• Credit Rating: S&P AAA/Stable 

• Corporate headquarters for 
Microsoft’s Bing operations, 
prominently located at the entrance of 
Bellevue CBD, adjacent to the 
Bellevue Transit Center

Microsoft Microsoft -- City Center Plaza City Center Plaza –– Bellevue, WABellevue, WA
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• Located in Tolleson (Phoenix), AZ 

• 466,418 square foot Rapid 
Deployment Center (RDC)

• 7.30% year-1 cap rate

• 2.5% annual increases

• 2010 build-to-suit with 
a 20-year lease

• Credit Rating: S&P BBB+/Stable

• Critical use facility:  The RDC is used 
primarily for receiving products from 
suppliers and consolidating for 
delivery to the stores

Home Depot RDC Home Depot RDC –– Tolleson (Phoenix), AZTolleson (Phoenix), AZ
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Thank youThank you

The tenants and properties pictured, which may contain illustrative renderings of properties have been 
acquired by Cole Real Estate Investments. Cole is not affiliated or associated with, is not endorsed by, 
does not endorse, and is not sponsored by or a sponsor of the tenants or of their products or services 
pictured or mentioned. The names, logos and all related product and service names, design marks, and 
slogans are the trademarks or service marks of their respective companies.

This document or any part thereof may not be reproduced, distributed or in any way represented without 
the express written consent of Cole Capital Corporation. This presentation may contain forward-looking 
statements relating to the business and financial outlook of Cole that are based on its management’s 
current expectations, estimates, forecasts and projections and are not guarantees of future performance. 
Actual results may differ materially from those expressed in these forward-looking statements, and you 
should not place undue reliance on any such statements. A number of important factors could cause 
actual results to differ materially from the forward-looking statements contained in this report. Forward-
looking statements in this document speak only as of the date on which such statements were made, and 
we undertake no obligation to update any such statements that may become untrue because of 
subsequent events.


