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Cash Flows and Asset Valuation in the Private Property and Public REIT Markets

Private Property Market Public REIT Market
Annual Cash Flows from Operations Annual Cash Flows from Operations
Effective Grozs Income (EGI) Effective Gross Income (EGI)

- Operating Expenzes {OEs) - Operating Expenses (OEz)
= Net Operating Income (NOI) = Net Operating Income (NOI)
- Capital Improvement Expenditures (CI) - Corporate Overhead (G& A Expenses)
= Property-Before-Tax Cash Flow (PBTCF) = EBITDA (Eamingz Before Interest. Taxes Depreciation,
- Debt Service (DS) and Amorhization)
= Equity-Before-Tax Cash Flow (EBTCF) - Interest
= Funds from Operations (FFO)
- Adjustment for Straight-Lining Rents
- Amortization of Mortgage Debt
- Capital Improvement Expenditures (CT)
= Adjusted Funds from Operations (AFFO)
Faluation Faluation
Asset Value = NOI Share Price = (AFFO/share)*(F/AFFO hMultiple)
SIEL VANET Cap Rate Share Price = (NAV/share)* (Prem_ to NAV)

(Real estate investment trust, chapter 23, MIT course)
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Implied Net Total Return (logarithmicscale, 2004q221)
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Chart 1: NCREIF Properity Index and 7-Quarter Laggsed Moving Average
of FTSE NAREIT PureProperty Index Values
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