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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

= 20%
3
15%
3
- 10%
=
5%
=
= —= o%
=
=> c < r3 + -5%
1 NCREIF Property ex axis)
- REIT Analogue (left axis) = e * H==aae
= XNPI Premium o Listed REITS (right axis)
o e T e e e o e e L B e s e e e R — — -15%
e o < e o2 e e e ca ca e e ca e
- = — — o = = = = o = = =
g = 2 = = S S g = =3 = =1 = =
=2 = a2 b= = =a < <3 a b= =1 =1 <a =

(Real estate working for you,2017)

25

mplied NPT PremiumtoListed REITs



Gl Jlm gl boihg Jgo il daid (slo Jlewl e sgagall anall gl éguell gyl Iam (g
s :ayalnis )l Gl Glégl (9 dolag s amd 3g2g) Spalg 6jus Wigile 3gags Cuguull

[

V v v ' v r S
-10.0%

-20%

-60%
'90 '92 ‘94 96 98 '00 ‘02 '04 ‘06 08 "0 12 "4 '16 18

wee AIIREITS = Average: 2.4%

(Greenstreet advisor, 2018)

departure from NAV in REIT ) (plaJl gguul (8 dic glo)l Ggull (8 wglhall ajlell (gulinl-3
pricing .2002)

lgio Jolge 30l (ubguill ($ wglball sllell Iulisl muali yhoyg
(&l ay8aiall-adeill) clbdll olho dap o
(Uogpa))) aylall Gaslyl e

PLJI Ggull 9 dic gloll Ggudl (8 Jgo Ul Jolig Jglail déypo @
ielbd)l (9 dguull Gulisl e

Pl Ggulg ple)l ggull (§ calingll &slall JSum o

26



JGell Gaslio ay Joei sl el JI 6550 ggsy 36 wglball silell OBl gl¥ @ibllg
wglboll ajlell guaiy ygdy gl ghay U Lades aolaiiwl jeel wglball aflell iliad dglaiall
38g clbs 3 Lo gg5 LUl wlpigallg iolagll dops Guivy (8308 glasiwl gasiwy el
Jo welball silall I Jgogl logo build up gl CAPM Jio dllall a3laill aal glasiwl g5y
Glsall clball olag I @8lb| cball jblaall dgue d8lo] (808 dnmaiall oljléell oam

. wglingll adlell I Jgogl

acbui gil pe) jalismall glaniy LUl jolaall dops Lle Sl Wil Lg) Uogiddl Y8 sl aga yog
g0 VsVl aublg pal dblaall auol Jogpdll dus walj lalds . aslall Lo silall @8 e
B8l (88 Gulbaal) BBl gl sl Olesail sgiwe (8 Wlped sl bgaa Jb 9 el
olpS Ul 8145 o @8 aigs dyglhall aflgell Lle pal pil gs lim 635l jlowl (8 poill aumyg
lol Ggul Wmpewis pgéy pblaall o Sl da)s iy Lo gog lalle o)l Y8 Jb (9 dob
26 ! lam Jolg . dglaiall jlaell Gialin) NAV Jgodll dosd (Slo Lo dgulell gl analy
lo 15l aold .« Gguul (8 dglaiall jlaell Golo jlewl cioloy 28 sl wauail lpwes (jgiy
gmg Ggainll Jgol Jaal (o %50 duuiy goliis Ul (8 gall lganoy Gualinll &l oliaj ol lidye
yew Gl Jgogl NAV. (Jgo I a4 (Slod dg4e gl ams ddlblg Spauiy plell Gguull 0gdy Lo
Jugaill Lle s Jhuiy aaie ddlaall (8 sjléell Ggull gl dbolo @gall yog . Wlangll el
Lo gl Pl pewd Lol Ggul ygsy 26 lJag aslall Gupb ye Jugadll gl ilA]I
6395309 JuaJl el powiy agdy Ggudl Yl aspall yag sl Jb (8 wljléall Lle yogjdll
el wagas Gl ol causy lamg Lled (plis L Ggainll agés gl yga welball ajlell e

- langll el

Ue GUnll pouwd (8 GuidUl pusi aic Wlbicdl gaol gab go U ;89 dgwul e Lol
029 Gy clg dlguw J8I 9gpen go las Ll gjléell Ggulls . Jgoll daydll (So
culniy U Ll dglaiall leoll gialio yude; lgus jlaiiwil) wglhall ganil Jlall yuljg ljléoll
lgigd) s 1jga weli Uiyl Um 625l jlawl L8 laubg « 6pusdl Ololjdl el lgyd jlaiiwl
dyayl dojall Galss 5aaj g9 guuly blainil (yoiiuall Wbl ago Joles Jaoj
dsje0 ggall (Jog 4als5 PAl dguully Bleinul ol el 8356l jow Gl alss (pyaiiuall
P 6358l jlowl lgous Lillg 8ualnidul §jgall cuus @pd gl dguley lol jouws a8 Glgwll gl

. éalall

27



dilo go pidll gl duo glellg oLl guelbdll ($§ jus Jhudy aliao 9 abylall J4um Lol
LUl PPl Ggudl (8 wijliell yudes ddlo Sluuwdo ge §juc dlglaiall léoll Gualio Wlang
dyjladiwdl Slamulg Galddl Jium glé eunllg sl8l ypadiws e 6jlc giilo Jano
JSuin iyl gw Lo waliny (ogps Lo Jgoall (e Giaaii losic @) duusliill 6)a6allg
Galin) (udllall gl agog) sy Wils sl 80 duglball adlgall JI bl LI poill sicg pus
Pl Ggul (8 jlaell cllall wlio lg) giniy LUl aSail d9)> yudi agsa) Cuuy dglaiall jaoll
Qb Pl Ggul (el cllalld $26Ul G9adll &3 Ll @4aill s yulbeil dolag
a0l Ll goljicdl gl Wi wayloall Jusi cladg lghen gl Wiyl @8y dés Gujlay ¢l
aibllg dgliall jloll Gislio (8 Wlangll Aol Cuuy Ggao ,mg agidal gl gyoliuall

Gl 0330y oo o (ygiy lgilass gl dguc lg) Gganll eli glé

Sguo pudi Lo dalall (8 aiy el yuail Ul ($ gaill gl Eyo gaill plog Sulisl-4
SGluo yudi b yc piy dglaiall jéeoll Guslio (sgiuo 8 gadl laiy jell gl Jgoul
opowis Gaul 0géy o gmg 63930 Wjléc Lle slgaiwdl e 6)ls Ul 6)n80 I aslo b Jgo Ul

Jgo 1l 808 Sl e dlglaiall jlell Galo jouwd apd gl gulolls aislblg

(Departure from NAV in REIT pricing .2002)

Sl Al LI éslouy golpsdl gl Jlall gl Glguwl (8 peidl Gl s s gl gS0s Lo gmg
ole Jgmall cienll o auny §bli @l sloib il jgiaus jlaoll duslmidul &jgall lgs (gsi
Gg2inJl Jlewl 8380 e Ll yudeis lao 8pudlis jlewl &slall Giyb gc Jugai gl yogsé
a6 jew Lo @iy dlglaiall jléell Giolo jlawl Gle W s gusely JWug ewgill le
6xjlall Jlewl @dp Gaéill dwluul) Guni 6)g> Jlim (gdy loaic JLJl gmg Jgoul Sbo
) delss auns dylgill (99 el ol deliil yhoiio opd Lle Jgoall Joo) lag §undll

. 6y330 pe ewgi Wldae) aléllg el Jladl

da @il wlédail gms d6)b (S (9" o dliaiall) daudll Lle agbgy gaill 10 &) ysalg
gl Jowll daleall 9 DIV o dlicial taiall &l wléeail (plaail (JI iy qaill (olaail gl

JITt.Y] UQ Uole ygii ggainll (Ja> L:,g e9giall gaill JI puiui oJlg “g" gl duo 6 plall dlauu gl

28



E

ga3iwall aoall Joleo gl(Terminal Value) duilgil Gaysll L_,g clgw ga3iwall dawpdl Joleo
NAV Jgoul daud So Jlg jléell dlgil dardll Ll 15§ lao &a8ill Bledall gns (9

DIv, DIV, DIV,
- DIV,

+ - - B
147  (A+¥) A+r) E = P

dglaiall jell Gualio djléo olell Gguul (8 dic ol Ggudl ($ Gjlayl Jaum Gulisl-5
Lies lao Jall oljal LI Bl LUl 6jls ] Gl o ayjall Jim gl and golall §)léell Gguuly
siBell Ggull ($ \gic dglaiall aoll Gualimy by Gl dylbul cagBil go ajoll dlm gl
ge lac Gls Yl Layjlag Baall Layjlno welall oyl dsleis wayjloo s 3¢5 Uiad .ol
Sb b guwladll grasdall (polaall YUl guigaly gleii spen Cils ylg d@djeio byjlno
i o a8l Goaul go J85 cayjloall el gl @ubllg .dglaiall el Gislind jlaol

Bylgill (8 §1olimll ellj doys e JWlg wljléall

QU Dl o wisl ($ ail o dsleall Galinl mpows (8 w8l dlghiall el gslio-6
Gl el Jgol go Jol 3 jeull ¢ga30 ye Wliso Gualioll &y (9 6309l jow ggsy
Ul i Uyl gealimll el aoaaiug s3)lg NAV Jgoul daié (Sl glaaiwl I lagey lo gmg
U500 pus JSu giwlys @i 6pmlb (mg .6gile gINAV. Gl aos dia) Gualinl el (o
a1 ge lmjouw (§ daliae dlghiall Jeell gualio jlew! Joai il Gluwl gubiy tnpus;
el ¢yl Wio @noile (phay @l dladall Giolindl el I il sic gl diglall wljléall
aalsi lg) g Ggainl lgio ggidiy aspb J4 6la] JS ge daling il lg) Gualinl!
JSum Gl Sy (Glagad Jaum g Gualiodl ellis Jygadll Gle Gibiy joul yuaig dalite
aig4 (e lac daliho pblag sgiwo lgua) Jilg dhanall (8 63gagall aguwl clli Jygai
pgw il laiy(greo Jac ogy) 2300 Cidg (9 gl io gl Gilgi 9 ey Gualioll ey pows

- 0% JBu Wl pewl peiig Jglaili lg) digsoll

29



Wl ejall

Wl glio dayd Lo auaa)l Oleypiill il a0 ge ol paul Jgludl Lo dlol
CH9agiall (JI Wigipadl gyl Qi alilwl Gub e JJJLL” sy s Wgl dalglaiall
[3cg csgll GJ i aliwl QL lmjlnislg 63300 bldj L_,Sl AlLwdl jloisl @i (glulwdy
400 (o psl W lgllyl @5 il oo gap las Jold J4udy aliwul el Lle Gyl slaicl
(9agilwall Jano go %414 Gy gl alaiwl 56 (520l @) wllaiwdl sac g4) Gaiwo
:QJUJlﬁ Giliw Ul dlwl cucjgig

Scuil Jm dglaiall faoll gualiny (oisy Loy -1

SJlbe gibo

Goololl el (9 jleliwil) olbji (saJ

dwljall Jao digell agimi Jl Gagy JIgudl e

Jeoll Gaslio I aslb UL 53l Jgol elya) (Jm- dlglaiall jléell G2l Ug I}ninu.a Cuis Isl-2
((i\JI g QI:inI—p.g.w.lJl) e SgJ dbonall dlglaiall

a<oi

U

o0 £lbdl jblaa) (oeill dayg Jglhaill (8 6pall s uls Gl Bagy JIgudl e

S g é?JlJ..O dlglaiall jéell Gl jlowl Yyl abies Jm-3
a<oi
U

Jdizell i (9 dedijo dglaiall jell Guolio jlawl Jm dgjen JI8agy JIgudl e

Slgid @lua Lo el 15lals gei) Gl JIgudl lgs YlS 13]-4

30



aéguull Wljléell ous pasi (9 yujléell (uasdall dollo

&ale)l Oljléoll Goy6 padi (8 cujléall (uaordall dollo

Ssmidul eogll

sJell Ggulls @l §lgwl (8 dic dllall Glgwdl Lle 1585 Gl Jolgell O uis|

@l J1guu) ] 3307 Il Bagy JIgul lam e
layd aols dlglaiall wljlaell Gualio Ll oleypdidl (o agjall go)es gl wiay ol adied Jm-5

Sologleall itg alod gy Gloiy

aQj
4

ol JIgaw Gle pblio JSuin &laul Gl Oagy JIgudl sn o
- Goolioll ells (ygss LUl wiljldel) ausill jlés pidy 11580 dglaiall el Guolio alj] @ai-6
G platl ells Lle Crelbl

a<oi
U

nll Jlgw e pblio JSuu &loul I Oags Jigudl s o

I el 9 63)lgll layaillg logleall il Jgd Gilul JIgudl Lle aeoiy wigall gls 15]-7
Sagac gl Wisagl el clpiy clguw sjladiwdl Wijls Ll

g<i
4J

Sl Jigw ole piilio Y4y &bl Gl Gagy JIgudl 15 o

31



:JWI gaill Lle bl cacjgig

¢ &l JA M}USAH )U’.u 3:-&\;.4,‘ Uiy L.ug 1‘-:‘

[ JEpEgeh

0 o

@ suahdlh 3 o lbs o
[ ST

J-L.i..a.“ éf'\""m ~$l‘ ‘JLAYL: J)';l J}.A\ d.‘:ﬂ J#— 5\.\3\.\:.;!1 )L;a_ll ;&_.;.}'\_'.‘: '55 \)x.l'}...m <€ 13l :‘
& g ladlagu) o g gias Alaiag gl 4 glaidll)

28 (62.2%)

—17 (37.8%)




S Iguul

¢ LG.)Q c.“.m :\J)‘J:\.Ah )L'\:a_h &Jl_a.a 7)\&...:‘ ol et 8

e

55 responses

€ L adlie o el po 13Lal8 amy mladl Jlaadl g S 1)

40 responses

@ iad tad w3 ol pueddl aslie

s
@ oadiseg s 2o G eeidi aale
i

@ i
@ oo D 3 e 2 A e sl b
g - iSaaal g 2

33



oIl JIguul

Galats Lad Aals 4 glaiall ol jlaadl gadlia o el plil) e & el o i ) Cans A0l e (o
@ e el g Flatils

bl JIquud]

- il Gl o8 Al el sl s i | A e Al gndl Rl malia o) 3l
?):-)Gﬂl .ﬂb‘;&r« Caallal

54 responses




e ool el 880 ) ol claasill g el slaal) < ) Jed aalad) Jsd) e anis il gl IS

fiae gl haa gl @lls o]yl o) g (g jlaiul S ) 8

bl (pdas

cls I wlelbi lgyal lail dlglhiall léoll Gislio (8 wijladiwl lgya) cuuy dsell o %43-1
U0 s Wlebdl dnb pe Aljle Golnll Al gl Liey lao ol Qjlél 6l G g
Udpolluo pe @gigs uaigall pe cuabl Islg Gualin) el (8 Jgaall (8 guclpl gl upaiivuall
481 duudl auni Loyl

g8 @luo Gualin) clli jlewl yb ygadiey @gio %83 Guuis (uouball doypb LI il aic-2
lgiayd padi (8 @uall i lgid @luo dlglaiall léoll Gualio wlandi (b Igilbl agio %60g
Jas clag guclndll 8 6j5gall Jolgall (ulial % 20g dlslell dagall I %20 JLbl laiy diéguull
ail gy ppilg Golinl diglall wljléall i) a&bgull axsl daling )l agis) cuosball gl Lle
JIgudl els e iyl aic Cawéil oy padivuoll daypd aiy 51 gl cu lgapsi (9 daluall @i
clli @18 Dl 8ypb (99 piai (9 plusil dim gl Gle Jau lao 1y %509 geiy cugly %50 9
am s g lol (jblhsl agijhi pasdi J8I L) gupaiiuallg guosdall (uiidl gy lo Gaalinll

35



day6l) %50g @slell daysll dap0 s ¢l (upaiimall o %30 9 lges @Juall dagdll el
el gy U (ppeiiwall gl obbul go aslgllg aloisdl ebgll &b @l %20 Laiy dalell
linylg a1 jual agayl eran Jmlai) clag (ol Ggudl (8 Oljlées Lail dylo d8jgs Gualinll

- @s8ll clgil G s Gupei 5gog Eac

lamg els JI cues %94 asaludl apdledl Lo 6aua0 wleypid (JI daalall JIguy (pisy lags-3
a8iej 154m gl Guoliodl il didsoll Wiley paudl i o ayjo I dalbg elbi Jum gl Gle J>
0321 w9l iyl dglaiall Slaagll jlewl (8 dallall Bl 1l Liga vo a9 Yl wislallg diel
wilga s lgio AT el wila dbujo Oleyddll gl abg: oo Sleypdill o yjal Gl
Ry By @gihbl cuus Oley il Al &L Pl Gieas gl gupisdl jhi (S Sl aghil

G2l i

Glo Gubl dsélall jlanul Olpis deylioy disell plaiml $a0 Gualud! Jigudl (uyg-4
gl ells Lle elhg o) lgil ol cugls (upaiiuall 818 eian gl a2 191llg dglaiall eell
pyeil el (ygii a8g %53 il elli e Igelblg jlaiiwl) ggelhiy ¢pal) dauudl Culs laiy

SWI JIgudl dde wglapw la gmg Gualioll elli (9 aoae (o @mjladivwl 9 buuw

W Wl ge 6159 Lhos gl ghay gupaiiuoll daypd I elbdl glo el pii b Goy-5
pgill yo pall i poi o) yyjoliwall go %40 9 (pjaiiwall Gloni Gle p)lédl
Gle 1342 ggss l gsos Rl el pii il gl petug eeiljl8 Gle il %60 lody djlatiwul
crelbiall ge lal dyjladiwdl omjlpd 35l sic bl el ggasl ggil dus (upadiwall
SWlg Glinll &l (sgan paes dclid agia) %40 yl¥ yubsiuall (ypaiivall gl jlatiuill
s (al lolg 4l Igilol elalg (5320 pe Galindl 9 amjlaliwl gl el el ag wasl
%60 @l pleill agicld a0y s Lo goady o) agid) Golinll elli ($ laiiwul 16 gya)
claug . aoac o jladiwdl Lle gladdl Lo pil ol ggdy 28 plail el pin ¢l amiy amig

paiiuall Gle aljha)l @l il wayslg dnydl go eps Ul aspall Glil Joi

36



asljall

dujell aelly @3ljo

2013, Adsall apEil) e Gulae l gall anil) jplae

ALy A0 5 ) a5, 201 4 "8l Al il 13 Al il sl e
Ll G5 g 28 2016, & shaiall dy jliadl Laiinl] Gaabiay dualal) ciladdedl) -

2017 <62l jland yie elaas DU dddlal) Al

auinll @3l
-American institute of appraisals, The Appraisal of real estate ,2013,14th edition.
-International valuation standers, international valuation council ,2011.
--International valuation standers, international valuation council ,2013.
--International valuation standers, international valuation council ,2017.
-security exchange committee ,2018.
- Real estate investment trust, chapter 23 Massachusetts Institute of Technology
-Appraiser behavior and appraisal smoothing,2002
- Departure from NAV in REIT pricing .2002
- Greenstreet advisor, 2018
-Real estate working for you,2017

- market analysis for real estate ,2014

37



