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Changes in Pension Real Estate Investing

A

v v v D

R

Diversification Strategy

197 s 198 s

US Investments Only
Private

Equity Ownership
Office & Industrial Only

20managers controlled
~80% of capital

A

> > D

o)

19900s

Private & Public
Debt & Equity
U.S. & Offshore

Operating properties &
development
Traditional commercial,
residential, telecom,
storage, retail, hospitalit
timber, etc.

150 managers

Y,

Return
Strategy

2

V‘

2000and on

A Diversification and
return strategies

A Reporting standards
A Transparency
A Alignment of interest

v

Empowered
Institutional Investors !!



Investing in Private Equity Real Estate

General Concerns

A Lacks efficiency typical of traditional marketable securities
A Long term commitments

A Demands active due diligence

A Demands active management

A Lacks investible benchmark

A Lacks standardization of reporting

A Higher financial leverage

A Limited institutional history

A llliquidity



Investing in Private Equity Real Estate

A Diversification reduces risk
A Manager specialization
A Extreme information advantages
A Induces appropriate
long term behavior
A Value orientation
A Margin of safety
A Ma n a g e-bydide cemmitneent
A Low correlation
A Hard assets

r

A Own your own building

A Performance

A Low volatility

A Hedge against inflation

A High barriers to entry

A Severe supply constraint

A Collateral Benefits
*Job Creation
*Responsible Contractor Mandatt
*Local Investments

*Regional Economic Stimulation
*Recycling Capital Back to
Pension Funds



U.S. Stocks vs. U.S. Bonds vs. Private Real Estate
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Returns: Appreciation Only

NCREIF PROPERTY INDEX
Component Return & Appreciation
As of 12/31/10
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Private Real Estate vs. U.S. Equity

Annualized Rate of Return (%)
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Note: In all years where U.S. Equity delivered negative returns after 1973, Private Real Estate delivered positive returns.
* The S&P 500 Index is used prior to 1979, at which time the Russell 3000 Index was created.
**The Russell OpeBnd Fund Universe is used prior to 1978, at which time the NCREIF Property Index was created.



Private Real Estated Spectrum of Risk and
Return
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Core Properties

One Bulfinch Place
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