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Disclaimer: notin the fine print...

This presentation reflects the analyses and opinions of the author, KC Conway, CCIM, CRE, MAI but not
necessarily those of Fort Bend Economic Development Council (FBEDC), FBEDC Sponsors, CCIM
Institute, UMH REIT, nor Red Shoe Economics.

Neither Fort Bend Economic Development Council (FBEDC), FBEDC Sponsors,
CCIM Institute, UMH REIT, nor Red Shoe Economics makes any representations or warranties regarding
the accuracy or suitability of any of the information in this presentation.

The aforementioned do NOT guarantee, warrant, or endorse
the advice or services of KC Conway, CCIM, CRE, MAI.

This presentation consists of materials prepared exclusively by K€C Conway, CCIM, CRE, MAI and is provided
during this event solely for informational purposes of attendees, and is not intended to constitute legal,
investment or financial advice or the rendering of legal, consulting, or other professional services of any kind.

RedShoeEconomics.com l
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US ECONOMY & MONETARY POLICY is “CR Y N -omics”

The FOMC, Congress & President have their own Crayon Strategy
and not one paints a pretty picture!

The FOMC A possible interpretation of
May, June, July Monetary Policy Outlook the FOMC minutes from the
> March meeting:
Each voting FOMC member
“may have” received a

Cr y ntodraw upon:
I. Inflation (Was Jan or
March data right?)

Il. Bank Failures (SVB &
Done, or 200+ more via
TX Ratio)

lll. Commercial RE
conditions

(LTC / Capital Lock-up) ’!/'\l/

RED SHOE
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Bad Things Occur in 3’s: Debt, Banking, & CRE Capital Crises

1-part 120% Debt to GDP

1-part TX Ratio Bank Failure Indicator
1-part CRE Capital Crisis

() US Debt Clock.org] ‘[

-US NATIONAL DEBT

US FEDERAL TAX REVENUE REVENUE PER CITIZEN INCOME TAX REVENUE PAYROLL TI
$31,739,747,723,066 § $4,614,235,678,703 $13 792 $2,599,575,487,123 $1,537.83

3§ 31 ,425,060,482,792

$6, 039,296,161,494

IOTAL LOCAL REVENUE CORPORATE TAX REVENUE TARIF
$2,248,519,718,659 $1,262,998,429,746 $443,965,266,305 $72,
| STATE DEBT |

[N 52.91%

LI 34.58% QPLIIH 58.02% MIGIH 120.34% 1

US PORULATION Us WORKFORCE NOW . 1
161,814,329
US INCOME TAXPAYERS US WORKFORCE 2000 * ACTUAL UNEMPLOYED
127,891,569 07 11,219,838

{PRIVATE SECTOR JOBS NOTIN LABOR FORCE NOW FULL-TIME WORKERS
128,492,120 99,683,813 134,969,246
S SELF-EMPLOYED (NOT IN'LABOR FORCE 2010 PART-TIME WORKERS
f 9,146,378 8 f 26,953,944

-

Today’s three
are Congress,
the Federal
Reserve &

the President!

U.S. National Debt Clock : Real Time (usdebtclock.org)

Debt Crisis:

> Debt to GDP: 120%

> Debt to GDP 1980: 35%
» Annual Interest on Debt

‘$570 Billion

Bank failures

The Federal Reserve recently
revealed that 722 banks
reported unrealized losses
exceeding 50% of capital in
the third quarter of 2022."

And 30+ of those 722
banks had "Negative

‘ Tangible Equity."

Where are the
smaller banks?

Signature
Bank | ==
$110b -
: - Silicon
Note 1: Only banks featured valley
not investment banks = Bank
Washington 2> First e S200b
Mutual Republic
Bank | Bank
- e ’\/\/
Mote 2: N-;;-!.- |:|f|.1'..||.|"| ..alJ_u:u[::-:: biat " ) . : RED SHOE
graphic is similar if adjusted Source: https:/fobservablehg.com/@mbostock/bank-failures
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https://www.usdebtclock.org/

BAD #1: Inflation vs. Banking vs. Debt Ceiling Crisis = LTC, not LLL
(Forget Location X3 — THINK Location, Timing & Capital)

The Fed Is Moving Historically
Fast to Tame Inflation

Changes in the federal funds target rate in past
tightening cycles (in percentage points)

= 1983 1988 = 1994 1999 2004 = 2015 =2022

; 11.What if the Bank runs out of
Fed's Total Assets, From Crisis to Crisis mone!?

Raging

Trillion $, week ending Wednesday
9.0
8.5
8.0
6 2 4 6 8 10 12 14 16 18 20 22 24 26 28 30 32 34 3B 7.5
Manths after first rate hike 7.0
6.5
6.0

statista®a | |-

S0 The Good Times

Inflation

—— Some players think the Bank is
bankrupt if it runs out of money.
The Bank never goes bankrupt.

as No crisis

40
35
3.0
2.5
2.0
1.5
10
0.5
0.0

The banker may issue “new”
money on slips of ordinary paper.

Financial

. O B A B O D D D
v S D P D & > &
DT ADT ADT DT AR DT AT AR DT AP

Source: Fed H.4.1. Balance Sheet WOLFSTREET.com
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History of the United States debt celling

Depending on who is doing
the research, the US has
raised its debt ceiling (in
some form or other) at
least 90 times in the 20th
century.

The debt ceiling was raised
74 times from March 1962 to
May 2011, including

18 times under Ronald
Reagan, eight times under
Bill Clinton, seven times
under George W. Bush,
and five times under
Barack Obama.

In practice, the debt ceiling
has never been reduced,
even though the public debt
itself may have reduced.

Date

June 25, 1940
February 19, 1941
March 28, 1942
April 11, 1943
June 9, 1944
April 3, 1945
June 26, 1946

(billions of dollars)

Table of historical debt ceiling levels”’

Debt Ceiling | Change in Debt Ceiling

(billions of dollars)

65 +16
125 +60
210 +85
260 +50
300 +40

275 ‘ -25

Debt Ceiling SUSPENDED
twice since 2017 — and then
back to record increases.

March 15, 2017 19,847 (de facto)

September 30, 2017 ‘ Suspended

Debt Ceiling usage came into
annual practice with WW II.
Note in 1946 the Debt Ceiling was
DECREASED after end of WW II.

March 1, 2019 22,030 (de facto)

August 2, 2018 Suspended

July 31, 2021 28,500 (de facto)
October 14, 2021 28,900
December 16, 2021 31,400

+1,734

+2,183

+5,470
+480
+2,500

RED SHOE
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Foreion o Which Countries Hold the Most U.S. Debt? (2022)
g Of the $7.3T, Japan & UK hold 2x China’s US Treasury Holdings
Holders . o

sank almost 6%. bonds less profitable.

OF U.S. DEBT _

The Cayman Islands held

oUS et 2058, Here are the countries that hold the most U.S. debt:

Hcrmu;l; (Iamad-;l
§628 a $2158

Rank Country U.S. Treasury Holdings Share of Total

=
© Mexico Other
§598

Countries

LllXel’llhOlll‘g Netherlands $A39B | [} J a D a I-I S 1 ) D ? 5 B 1 4 ) ? %

33293 S678 = Cayman ALBERT R BROCCOU & HARRY SALTZNANmazen LAN FLEMING'S
gr_ != ‘{
¥ _‘é-

a4 Islands [_1. . Ej- 1 \.. J GJ )
( {OLDFINGER .. .

| 2 @ China 48678 | :
Btum gﬁ ! s SEWCONNERY

Taiwan  Australia J— . . as AGENTOOF
: % Y > 3 & United Kingdom 56558 7 HONORBLACKNAN ~ B.9%
Switzerland Hong Kone e} gfugkorea P GERT FROBE
$2708 ‘AI |4 UI{ szzm's ) J AT E

-~ b $6558 - " 4 11 Belgium $354B

Germany Singapore
1798

4.8%

5 = Luxembourg 5320B 4.5%

6 &8 Cayman Islands 5284B 3.9%

7 Switzerland 52708 3.7%

8 1) Ireland $255B 3 ¥ RS o :; : 3.5%
: l_!‘- E5 | { [
9 B Taiwan $226B \W ~ W A 3.1%
In 2022, Brazil shed $23B
in U.S. debt. The country's Since 2018, China's U.S.

high government debt leaves it debt holdings have declined | ﬂ ——— | ndla 82245 3 1 %

vulnerable to interest rate hikes. - 30%, or about $2568.

Represents mojor foreign holders of Treasury securities. Data o5 of December 2022 Source:U.5. Department of the Treasury Which Countries Hold the Most U.S. Debt? (visualcapitalist.com)

iyl ) B sscsias @) (@) owscrn (%) vesacpaitcom
CAPITALIST
COLLABORATORS RESEARCH+WRITING Dorothy Neufeld | ART DIRECTION + DESIGN Joyce Ma W
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https://www.visualcapitalist.com/which-countries-hold-the-most-us-debt/

DE-DOLLARE

The U.S. dollar has dominated global
trade and capital flows for decades.

However, many nations are looking for allernalives
fo the greenback to reduce their dependence

on the U.S. SN

TIMELINE OF DOLLARDOMINANCE
11944

' 1920s

The dollar beging todispiace the pound sierding

& an infernational resesve cusnancy after tha First
Warld War. The United Stales is a signficant
recipient of wartime gold inflows.

(i) DE-DOLLARIZATION

The process of substituting the LS. dollar as the currency
used for trading commadities and other goods and senvices.

PaEY A\ Ivgm

LAY

Aol

Intenational rade is conducted
using the LS. doliar under the
Bretion Woods Agreemant

()
1971

Prasidant Nixon ceases the dinoct
convertibiity of U.5. dollars to gold. _

@ ;—!.L‘.{‘—-F +

' 1960s

Europoan and Japaness axports bOcome more compatisvg
with LL5. exparls. There is a larga supply of doliars anound
the world, making it difficult to back doltars with gold.

The End Of The US Dollar | What You Must Know | Change Becomes You (medium.com)

T

' 2014

Foliowing the annexation of Crimea, Russia prionitizes
de-dollarization in response lo Weslern sanciions.

' 2007-2008

Global financial crisis: investors sesk LS.
doliars expecting the cerency Lo retain ils value.

T1981

Aller years of hypesinflasion, the U.S. dollar |
loses two-thirda of ils purchasing power. |

? 2022

| contral banks buy gold at the fastest pace since 1967
| as countrias diversify their reserves away fnom the dofar.

| Thewar in Ukraine rasults in Western sanctions agams! Russia. Asa
result, Russia and China deépen coopération between their linancal
| systems, wilh ruble-yuan trade Incroasing 80x in elght months.

@ Brazil and Asgenting dsouss (he creation of & common curmency.
& The UAE and Indsa eaplore the use of iupens io rade non-oil commod ties.

® Russiaand iran are working togather io launch a eryplocurrency
backed by gold

Daspite these movements, few copect to see ihe @nd of the dollar's global
savereign status anytime soon. Curmently, ceniral banks stil hold about B0%
ol thesir lareign exchange rassrves in dollars.

| VOLUME OF CHINESE-RUSSIAN

WORLD FOREIGN .
EXCHANGE RESERVES | TRADEIN YUAN
mlrn.!'ﬁ;. | wz00m
A 1.9% \ | | #— Imrasion bagins
cap 2.5% @ || 1 3.3% Other : |
we2.8% @ ol ¥1808
| w1208
59.8%
QI.IJH: e
e I
¥ig _-.u-—-.——.—.ll
My2l  SepMl Jm'¥  Mmy'® S Mam
Seutve: Cumency Compoaion of OFcil Fonsign Excharyh Reser - IMF Dats, Revinds, Vedmost Bouites Afiniic Connd /
® ®
8 RED SHOE
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https://medium.com/change-becomes-you/the-end-of-the-us-dollar-what-the-future-holds-for-global-finance-d470a68076da

BRICS Challenging US Dollar as Reserve Currency!
De-Dollarization! Brazil, Russia, India, China, South Africa

(The African Continent is Splitting...)

BRICS aiming for financial independence. rlm

Rousseff, who served as Brazil’s president from 2011 until her ever
impeachment in 2016 and took over the NDB leadership in -_‘-‘M
March 2023, is convinced that utilizing local currencies is - "| 101,

essential in reducing dependency on the US dollar.

The use of local currencies will help the BRICS countries
avoid foreign exchange risks and financial shortages that may
hamper long-term investments.

= The New Development Bank (NDB), established by the BRICS
group, is moving away from the US dollar in international
trade.

= NDB President Dilma Rousseff confirmed that the bank plans to
provide 30% of loans in the local currencies of its member
nations.

= The move aims to reduce dependency on the US dollar and
help BRICS countries avoid foreign exchange risks and Its Finally Happening: Africa Is Splitting Into
financial shortages. Two Continents (thearchaeologist.org)

BRICS New Development Bank breaks away from US dollar — Cryptopolitan

9  REDSHOE
24 Nations Align Against US Dollar As BRICS Looks to Launch New Global Currency - The Daily Hodl ECONOMICS



https://dailyhodl.com/2023/04/28/24-nations-align-against-us-dollar-as-brics-looks-to-launch-new-global-currency/
https://www.cryptopolitan.com/brics-new-development-bank-away-from-usd/
https://www.thearchaeologist.org/blog/its-finally-happening-africa-is-splitting-into-two-continents-1

States Defaulting on their Debt

will Impact CRE Values and Finance!

California, NY, Colorado & Connecticut

California borrowed approximately $20 billion from the federal
government to cover unemployment benefits during the
pandemic, and with Gov. Gavin Newsom’s recent decision
to not pay it back, employers are now saddled with the
expense, according to experts.

“The state should have taken care of the loans with the COVID
money it received from the government in 2021”.

Twenty-two states borrowed money for unemployment
insurance from the federal government during the
pandemic, with all but four—California, Colorado,
Connecticut, and New York—paying back their debts.

California owes the most, by far, with approximately
$18.6 billion outstanding as of May 2, followed by New
York’s $8 billion, Connecticut’s $187 million, and
Colorado’s $77 million, according to US Treasury

Department data.
W
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California Defaults on $18.6 Billion Debt, Now Businesses Have to Pay

10



NEW YORKSIIMES BESTSELEER

“A riveting

the stakes couldn’t
be any clearer.”

‘\ —NEW YORK TIMES

narrative in which )

READ BY
JACQUES
ROY

HOW THE FEDERAL RESERVE
BROKE THE AMERICAN ECONOMY

W
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BAD # 2: A Bank Crisis results from FED Rate Hikes
It all was foreseeable (Note FED report on Bank Supervision post SVB)

A complete failing by Bank Unrealized Gains (Losses) on Investment Securities
Supervision & FED: = . . : -
i ) $ Billions W Held-to-Maturity Securities Available-for-Sale Securities
Déja Vu on Bank Failures as 150
Liabilities (Deposits) > Assets 75 = . gitn
- ~muEE | | . L - -
Until March G " pEmmmmE B Sl | | | @ -
10, the s .
Economy -150 HTM (Held to Maturity) and Assets 4-Sale (AFS) with
was all about 225 fixed interest rates of 3.5%-4.0% lose value when Fed I
Inflation. 300 hikes rates 9 times -Mar 2022 to Feb 2023.
375
. -450 How did nobody in FED Bank Supervision ask:
Now it is 525  “What is Balance Sheet of Bank(s) after 9 rate hikes?”
abo‘_‘t QT 600  Read SVB 10k in Jan 2023: It so much as says the bank
with 675 had negative equity weeks ago.
backdrop of a 750
Banking 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 P022
Crisis!

Source: FDIC,
Fed was aware of Silicon Valley Bank
problems more than a year before its
collapse

The Fed cautioned the bank on multiple occasions, ABC News confirmed.

W
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https://abcnews.go.com/Politics/fed-aware-silicon-valley-bank-problems-year-collapse/story?id=97984436

BoarDp OF GOVERNORS OF THE FEDERAL RESCERVE SYSTEM
WasmincTon, D C. 20551
April 28, 2023

Micnarr 5. BArr

CHALE FOR DUPEEVISTON

Re: Review of the Federal Reserve’s Supervision and Regulation of Silicon Valley

The four key takeaways of the report are:

1. Silicon Valley Bank’s board of directors and
management failed to manage their risks.

2. Supervisors did not fully appreciate the
extent of the vulnerabilities as Silicon
Valley Bank grew in size and complexity.

3. When supervisors did identify
vulnerabilities, they did not take
sufficient steps to ensure that Silicon
Valley Bank fixed those problems
quickly enough.

4. The Board’s tailoring approach in response
to the Economic Growth, Regulatory Relief,
and Consumer Protection Act (EGRRCPA)
and a shift in the stance of supervisory
policy impeded effective supervision by
reducing standards, increasing complexity,
and promoting a less assertive

' supervisory approach.

“SVB'’s failure
demonstrates that there
are weaknesses in
regulation and
supervision that must be
addressed.

Regulatory standards for
SVB were too low, the
supervision of SVB did
not work with sufficient
force and urgency, and
contagion from the firm’s
failure posed systemic
consequences not
contemplated by the
Federal Reserve’s
tailoring framework”

Review of the Federal Reserve’s Supervision and Requlation of Silicon Valley Bank

Stronger Regulatory
Framework

It is appropriate to have stronger
standards apply to a broader set
of firms. As a result, we plan to
revisit the tailoring framework,
including to re-evaluate a range
of rules for banks with $100
billion or more in assets.

We need to evaluate how we
supervise and regulate a
bank’s management of
interest rate risk. SVB did not
appropriately manage its
interest rate risk, and
supervisors did not force the
bank to fix these issues
quickly enough.

In addition, we are also going
to evaluate how we supervise
and regulate liquidity risk,
starting with the risks of
uninsured deposits.

CDARS - No need for a SVB

e A

RED SHOE
ECONOMICS
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https://www.federalreserve.gov/publications/files/svb-review-20230428.pdf

What is CDARS

CDARS is an acronym for the

Certificate of Deposit Account Registry Service.

In short, CDARS allows a business to invest in Certificates of
Deposit [CDs] held by many different FDIC insured banking
institutions, so it can achieve full FDIC coverage for the total
sum. Member banks join the CDARS network and pay service fees
on each CD purchased through CDARS.

What are the benefits of CDARS?

Prior to fintech, if a company wanted to secure FDIC coverage for a
sum over $250k, they would need to manage relationships with
multiple banks, multiple bank statements and multiple reconciliations.
In addition, the business owner would need to monitor rates across
the US to ensure they are getting a competitive return.

Now, the process of achieving full protection for business cash has
been simplified. Fintech allows for businesses to make a single
deposit and have those fu automatically distributed to
enough financial institutions different banks to achieve full FDIC

| NCUA coverage.

https://americandeposits.com/how-it-works/

o IntraFi

The Federal Deposit Insurance
Corporation (FDIC) insures bank
deposits in the event that a bank
fails. The National Credit Union
Association (NCUA) does the
same for deposits at credit
unions. But this insurance only goes
so far, as there are limits on the
amount of money that’s covered.
The Certificate of Deposit Account
Registry Service or CDARS -
which has been renamed IntraFi
Network Deposits, or IntraFi — can
help to close gaps in coverage for
people who maintain higher bank
account balances. IntraFi allows
you to spread out funds across
multiple certificates of deposit (CD)
accounts at different banks, while
managing them under a single
umbrella.

https://smartasset.com/financial-advisor/fdic-definition

W
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https://smartasset.com/financial-advisor/fdic-definition
https://smartasset.com/checking-account/what-is-a-certificate-of-deposit
https://americandeposits.com/deposit-management-detail/
https://americandeposits.com/how-it-works/

Jamie Dimon at JPM is wrong with
“It’s all behind us.”

| Note: #1) FED report on Bank Supervision following SVB; #2) Banks Fall May 2nd |

LTC vs. LLL
Location-Timing-Capital
won’t work for CRE under By Noon ET (May 2)
these interest rate & N ——
monetary conditions. ™ REGIONAL BANKSFALL SHARPLY I-TSETeLUNm=YN
SRW, PACWEST, WESTERN ALLIANCE CRATER js O e —
,Capital is “Locking Up” and Sl CNBC REAL-TIME ' =
elevating Refinance Risk LI B ¥ ’ ACWESTEA |FIRST HORIZON CORP 9.75  [-3.66%
X NCORP 66 [-2670%] ||keYCORP 910  [-2.36%)
Property Owners and _’_@) ESTERNALLIANCE 2022 19.81%] |pACWEST BANCORP 4.83  [-20'%o.-
Borrowers with ReFi in =2 ol % Bhwmconp 4306 [-993%] || WESTERN ALLIANCE 2515 [-7.269%
2023/24 face ... il ‘E‘;j\ge: ~-ONSBANCORP. 23.18 [.1357%] |2 T
“Maturity Defaults” with no ":;';'- I\ nswresonLENK 3833 [756x [

W
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Capital Options.

May 11 Bank Decline - Deja vu




TEXAS RATIO by Deposit Accounts: 50 with >10% Ratios
From CA to TX and through IL, Ml & NY, Dozens more bank failures ahead!

Texas Ratio
Developed at RBC Capital Markets,

the Texas Ratio is a relatively Best and Worst Banks and Credit Unions by Texas Ratio

straightforward and effective way to ot 1 oo o o ok Rt ot o s el ptiston Uee e Shet optone blot 1 accons st feace an cconch by bectret et

determine the overall credit troubles (banks/CUs), state, and asset size.

experienced by ﬁnanCiaI inStitUtionS' Show the riskiest W banks v any state v with assets of | $1 billion + v

It is determined by comparing the total ' ‘

value of at-risk loans to the total value

of funds the bank has on hand to

cover these IOanS. I [ Irvine, CA 2481% %1.03 billion
= T Near or Above 2357% £1.05 billian

At risk loans are any loans that are : . ' 10% TX% means DRe 1L 19561, $1.50 billion

more than 90 days past due and are | Trust, RISK of failure Carlinille, L 18.79% $1.52 billion

not backed by the government. The : M University City, MO 17.16% $1.04 billion

amount of funds on hand consists of S - I $5.61 hillion

the loan loss allowance that the bank . _ East Lansing, I _— $3.82 billion

has set aside plus any equity capital. . Above 5% TX% e Vg 0 e s oo

_ means “raise __ - .

For example, a bank with $65 million | capital & checkto " R —

in at risk loans and $72 million in cash : see if also a CRE Prtora e e Hlarbilen

on hand to cover those loans would 5 Concentrated Bank """ R e

have a Texas Ratio of $65mm to - 5 sl 198t e

$72mm, which is 90.3%. This figure is H f Jeffersan City, MO 13.8% $1.78 billion

approaching the 100% threshold, The M Galveston, TX 13.66% $1.62 billion %

which is considered very ”Sky' Bank Financial Health Ratings, Trends and Texas Ratios | Check Your Bank (depositaccounts.com)

RED SHOE
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https://www.depositaccounts.com/banks/health.aspx#texas

TOP 100 Texas Banks:

Houston under-represented

Top 1M Banks in Texas by Asset Size®
Information is as of December 31, 2022

Class: N = National, SM = State FRB Member - Stnte Bank, 55 = Non-FRE member Stwte Bank

51 = Sinte Savings Bank, 51 - Federnl Savings Bank

*Totnl nzsets jin thowsnnds ) for banks chartered owt-af-state are dervied from the FIC Sommary of Deposit information.

TEXAS DEPARTMENT

OF BANKING

Commissioner Charles G. Cooper

Top 5 are NOT TX Banks & are $100b to $350b

Total Toial Tatal Toial Net
Bank Name City Class Assets Loans Deposits Capital Income Total Total Total
1[CILARLES SCIHWAR BANE, 558 WESTLAKE 5l [ 40,903,000 03.000]  7.664000] 3145000 Bank Name Ciw Clexs donets Loans Deposits
2|1 Morgan Chase Bank Mew Yark City, NY N NA| 316987.769 MA NA - - — — —
3 L'r:“; — l;“l 'Ir. u“ ~ o ;sw-- o o = A[CHARLES SCHWAB BANEK, 558 WESTLAKE 5l METIL000]  S0.503.000] 325993000
— = — ' - — — ; 2[1P Morgan Chase Bank Mew York City, Y |N 316,987,768 NA| 316987769
4|Usan FEDERAL SAVINGS BANEK SAN ANTONID 5B 1 10.8R4.000 £0.511.000 102056000 3, 019, () 192 00 3 = — - — - PPTT
5[ Wells Farge Bank San Francisco, CA___|N 97.499.876 NA| 97499875 NA NA Hark of America Charharm, N M 199371955 NA| VB9 TS
AT DALLAS — PP T ey R R R———— d|usas FEDERAL SAVINGS BANK SAN ANTONIO 5[ nassdon|  ns1L000] 102056000
7|FROST BANK SAN ANTONIO M S2953,067| 17.054,785) 4475R079) 3058450 590,118 3[Wells Fargo Bank San Francisco, CA il J7A% ET6 MAL O A BTG
B|PROSPERITY BANK EL CAMPO MM 17695970 1BENGZ73|  IRST9.730|  66E315 536,313
3 CHARLES SCHWAD PREMIER BANK, S50 WESTLAKE =l 31,298,000 waazg00] 317000 286,000 Note: Only 1 Houston HQ Bank among Top 50 (Woodlands).
10|TEXAS CAPITAL BANK DALLAS MM 26,398,434 13.002,640] 3,180,360 345346 - = = =
14| Siows, SD N 4,579,000 rp—p— A >y The Capital is controlled outside TX or in Dallas, San
12|[NDEPENDENT BANE MCKINNEY MM IR352788| 13909363 15127.420| 2700494 773 204 .
13 |Zions Bancoporation, NA Salt Lake City, UT N 15.957.261 BA MA NA Anton 10, LA’ NC and a IOt Of N M banks.
14|NEXBANK DALLAS NM 4304653 9138207 180,795 144,072 Capi i OTi ! |
15|PLAINSCAPITAL BANK UNIVERSITY PARE  |5M 13,520,414 7651269 533,492 136,879 ACCess tO Ban k apltal 1S N T In HOUSton S ContrOI :
16 |[CHARLES SCHWAR TRUST BANK WESTLAKE &l 3,041,000 of 12741000 264 0000 152,000 36 |simmons Bank Fine Bluff, AR &M 4842661 NA[ 4842661 HA
17 [FIRST FINANCIAL BANK, NATIONAL ASSOCIATION  |ABILENI N 12922116 s I 211 385 7 [INWOOD NATIONAL BANK DALLAS N 220,950 3476 AN, T
13 Cadenoe Bamk. NA B h n ™ 12746640 A 12746640 A A 3B |TEXAS BANK AND TRUST COMPANY LOMNGVIEW o ).% ] 318 E 34201806 |
= - _ - — - VeraBank, Mational Association HENDERSON N 3.5 il 2431199 3 15 I6R.071
I'I:.\. Ak, A .II'II'III'I_ am., Al I - -_|.- - — - - - - 3$
19|Capital Orse Mew Qrieans. LA N 12,353,537 MA[ 12253537 Ha HA A0[FIRST NATIONAL BANK TENAS KILLEEN N 3,944,563 1679.545] 3410835 119362
20| VERITEX COMMUNITY BANK DALLAS sM 12.148275 9482651 9141932 1,64, TOG 156,350 41|y BaNK LUBBOCK NM 3.942.106 1505476
21 STELLAF BANK HOUSTON o].1 | 10.EB91.R35 T7.754.751 9204 271 1,419,238 59614 42| NTERNATIONAL BANK OF COMMERCT BROWNSVILLE NM 3A10,8IT7
22 |p0OKF Tulsa. QK o] 10,471 %09 MA 10471390 WA MA 43| THIRD COAST BANK. 558 HUMBLE 5l 31,244 898 482,953
23 |WOODFOREST MATIONAL BANK THE WOODLANDS [N 8,145,613 BIILTHE| 296N TI6.T3I 190234 A4|VANTAGE BANK TEXAS SANANTONID [EM =
24| INTERNATIONAL BANK OF COMMERCT LAREDD NM B745.621] 53187 1,370,773 186,361 :‘: e — —
25| AMARILLO NATIONAL BANK AMARILLO N 5454590 6.776.794 85416 147321 47 FRST BANK 2 TRLST TUBBOCE - ol
26 Truist Hank Charlotte, KE WM B 520,662 NA HA NA AB[JEFFERSON BANK SAN ANTONIO NM 254,290 150,458
27 [souTnsIinE Bask TYLER MM 7,554,150 auareel| 6218268 E70,440 112515 43| AMERICAN MOMENTUM BANK COLLEGE STATION |NM TMLI68|  4430R
28B|BEAL BANK PLAND MM 665,954 460660 4504281 793 580 304,385 §0[WESTSTAR BANK EL PASO) sM 220m407]  219se3
29 |Regiors Rank Birmingham. AL M £, 589,580 BA £,589, 580 NA
30|WELLS FARGO BANE SOUTH CENTRAL NATIONAL AJHOUSTON N 1511526 494188 10458
31|THE AMERICAN NATIONAL BANE OF TEXAS TERRELL N ey aTRian 45,030 Money Services Businesses | Texas Department of Banking
32|teK nank, sso DALLAS 5l 4120291 4263868 43 185 112,274
33|BROADWAY NATIONAL BANEK SAN ANTONIO N e s 83 594 6,267
34 |Centennial Bank Conway, AR 5M NA 5 276,983 N NA
35 First United Bank & Trust Dhurant, OK MM 5,096,753 R MA NA RED SHOE
ECONOMICS
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https://www.dob.texas.gov/money-services-businesses

Texas Banks:
Small margin for error!

TEXAS DEPARTMENT

OF BANKING

Institution Type |AII Insured Institutions |AII Insured Institutions v| O/  ommissioner Charles G. Cooper
Geographical Area | Texas V| | National V|
Report Date | December 31,2022 v|  |December 31,2021 v|
All Insured Institutions All Insured Institutions All Insured Institutions All Insured Institutions
Texas National Texas National
December 31, 2022 December 31, 2021 December 31, 2022 December 31, 2021
Aszefs  Assets Assets Assets
~ Assets Assets _ Assets Assets
Less  Greater _ Less  Greater _
All All z Greater All All Les Greater
N Than Than N e Than Than e
Institutions $1 $1 Institutions ~ Than Than Institutions $1 $1 Institutions  Than Than
$1 Billion %1 Billion 1 Billion %1 Billion
Billion Billion Billion Billion : :
Mumber of Institutions 387 296 a1 4 539 3,866 g73
MNumber of Employees 28571 14787 73,784 2,060,043 199 704 1,865,330 CONDITION RATIOS (%)
AGGREGATE CONDITION AND INCOME DATA, Met Loans & Leases wo Total Assets 3857 359 36.76 46.66 57.27 46,08
in Milli
(% in Millions) Loss Allowance to Loans & Leases 1.17 1.28 1.16 1.58 3 1.60
Total Aszets 1,092 272 098227 994045 23 719827 1174954 22544873
Earning Assets 1,029,480 92395 937,095 | 21,787,776 1104772 20663004 Equity Capital ta Total Assets 6.00 832 5,87 0,94 10,04 0,80
Total Loans & Leases 426,314 56,624 369,690 11,246,976 680,502 10557474 'LE'-:E’age (Core Capital) Ratio 883 10.75 2,64 873 10.75 263
(Other Real Estate Owned 140 26 114 2,962 857 2,304
Total Deposits 965578 87964 877614 19.701,959 008 5846 18,653,014
Equity Capita 86,515 8,172 58,343 2350612 128,605  2231,006
FDIC: State Tables RED SHOE
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https://state-tables.fdic.gov/

Top US Banks with Uninsured Deposits:
3 TX Banks among Top 50

Obs Bank Name State Total Assets Uninsured
Deposits
1 |JPMORGAN CHASE BANK, NATIONAL ASSOCIATION |oH 3,201,942,000 1,057,867,000
2 BANK OF AMERICA, NATIONAL ASSOCIATION NC 2,418,508,000 909,261,000
3 WELLS FARGO BANK, NATIONAL ASSOCIATION sD 1,717,531,000 721,102,000
4 CITIBANK, N.A. SD 1,766,752,000 598,195,000
3 U.S. BANK NATIONAL ASSOCIATION OH 585,135,605 234,335,742
6 PNC BANK, NATIONAL ASSOCIATION DE 552,307,127 200,038,825
7 TRUIST BANK NC 546,228,000 189,579,000
8 BANK OF NEW YORK MELLON, THE NY 324,646,000 175,097,000
9 GOLDMAN SACHS BANK USA NY 486,967,000 167,986,000
10 CAPITAL ONE, NATIONAL ASSOCIATION VA 453,313,240 158,743,077
11 SILICON VALLEY BANK CA 208,026,000 151,592,000
12 STATE STREET BANK AND TRUST COMPANY MA 298,020,000 148,917,000
13 FIRST REPUBLIC BANK CA 212,638,872 119,470,758
14  TD BANK, N.A. DE 386,799,237 111,009,056
15 HSBC BANK USA, NATIONAL ASSOCIATION VA 162,436,537 94,150,714
16 CITIZENS BANK, NATIONAL ASSOCIATION RI 226,401,591 88,882,682
17 BMO HARRIS BANK NATIONAL ASSOCIATION IL 176,980,258 88,596,417
18 FIFTH THIRD BANK, NATIONAL ASSOCIATION OH 206,289,179 88,345,349
19 HUNTINGTON NATIONAL BANK, THE OH 182,325,674 84,586,841
20 SIGNATURE BANK NY 110,363,650 79,458,961
21 MANUFACTURERS AND TRADERS TRUST COMPANY NY 200,262,969 79,357,151
22 KEYBANK NATIONAL ASSOCIATION OH 187,590,465 75,563,348
3 CHARLES SCHWAB BANK, SSB TX 348,731,000 67,216,000
24 MORGAN STANLEY PRIVATE BANK, NATIONAL ASSOCIATION NY 209,664,000 57,280,000
25 MORGAN STANLEY BANK, N.A. uTt 201,363,000 54,005,000
26 CITY NATIONAL BANK CA 96,504,709 53,145,530
27 REGIONS BANK AL 154,203,000 49,317,000
8 COMERICA BANK X 85,531,000 45,492,000
29 MUFG UNION BANK, NATIONAL ASSOCIATION CA 104,445,496 43,739,502
30 NORTHERN TRUST COMPANY, THE IL 154,522,864 41,851,771
31 ZIONS BANCORPORATION, NATIONAL ASSOCIATION LT 89,544,919 37,633,835
32 BANK OF THE WEST CA 91,580,361 36,642,906
33 EAST WEST BANK CA 64,087,895 35,051,904
34  WESTERN ALLIANCE BANK AZ 67,683,841 31,088,835
35 FIRST HORIZON BANK TN 78,672,073 30,304,499
36 CIBC BANK USA IL 50,933,929 29,985,744
37 FIRST-CITIZENS BANK & TRUST COMPANY NC 109,180,139 29,133,533
38 BANCO POPULAR DE PUERTO RICO PR 56,050,000 28,091,000
39 SANTANDER BANK, NATIONAL ASSOCIATION DE 99,105,686 27,873,261
40 UBS BANK USA uTt 120,987,397 27,451,199
1 DEUTSCHE BANK TRUST COMPANY AMERICAS NY 39,192,000 26,064,000
42 SYNOVUS BANK GA 59,629,623 25,077,980
43 UMB BANK, NATIONAL ASSOCIATION MO 38,279,055 24,657,778
4 FROST BANK TX 52,953,767 23,839,797
45 WEBSTER BANK, NATIONAL ASSOCIATION CT 71,166,370 22,546,130
46  AMERICAN EXPRESS NATIONAL BANK uT 155,378,079 21,662,662
47 BOKF, NATIONAL ASSOCIATION OK 47,596,192 21,284,601
48 FLAGSTAR BANK, NATIONAL ASSOCIATION NY 90,036,656 19,561,195 W
49 CADENCE BANK MS 48,668,073 19,431,472 RED SHOE
50 BANKUNITED, NATIONAL ASSOCIATION FL 36,897,184 19,197,800 19 ECONOMICS



BAD #3 - Next Leg on Bank Crisis is CRE LOSSES:
Next item to hit Banks post SVB & First Republic Failures

| —

o

: . . . ?}“':u‘ . :.,;I,r ;'r = _ ' b | -
COMMERCIAL REAL ESTATI ) OAN.
P FOR REFINANCING IN NEXT 18 MOM
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SLOWING TRANSACTION ACTIVITY

Volume Decreases by Lender Price

Volume of Maturing
Commercial Property Loans by Lender Type

The lifeblood of the commercial real estate
industry is under threat as regional
500 banks reel from the recent marquee failures

of two of their own.

400
Roughly 80% of US commercial real

e - . estate lending is provided by banks that
have assets of less than $250b, Goldman

€. . - = e Sachs economists wrote in a recent report.
. Increasingly those loans — worth a
2023 2024 2025 2026 2027 2028 2029 2030

- - - combined $2.3T, according to Trepp —
- == are being looked at as another source of
CLO & CMBS @ Investor-Driven @ Private © Government Agency @ Insurance @& International Bank @ Mational Bank © Regional/Local Bank

stress for small and regional banks.

$600b

200

100

https://www.msci.com/www/quick-take/cmbs-dominates-first-wave- %

0f/03740236548?utm_medium=social&utm_term=Real+estate&utm_content=100003970138087 RED SHOE
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https://www.bisnow.com/tags/regional-banks
https://www.goldmansachs.com/insights/pages/stress-among-small-banks-is-likely-to-slow-the-us-economy.html
https://www.wsj.com/articles/commercial-property-debt-creates-more-bank-worries-b36184ba

SLOWING TRANSACTION ACTIVITY
The Debt Piece LTC — No Available Capital
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CMBS Issuance
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CMBS Issuance During Q1 2023 Drops to Levels Not Seen Since 2012 (trepp.com)

Treppr

Domestic, private-label
CMBS issuance during
the first quarter of 2023
totaled a mere $5.98
billion — 12% less than
the fourth quarter and
down more than 79%
from the same period a
year ago.

The last time quarterly
volume was as low was in
2012, following the Global
Financial Crisis.

W

22 RED SHOE
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https://www.trepp.com/trepptalk/cmbs-issuance-during-1q-drops-to-levels-not-seen-since-2012?utm_campaign=TreppTalk%20Subscription&utm_medium=email&_hsmi=253355316&_hsenc=p2ANqtz--Uje1-iNCzD2FM9ReGoFDmdZNMGvmWW30EbQprVx3nQe2GrG8tajBUpPMtsL2LN3t6TQiblS1sIFnRL20QCxnXAynOYQ&utm_content=253355316&utm_source=hs_email

CRE VALUES CPPI

MSCI®

RCA CPPI™ US

Commercial property price indexes

Change in RCA CPPI February 2023 ‘

Change past year

Change past month

1-mth >73-mth 1-yr 3-yr
Office 0.6% v 2 0% 22% 14.6%
Office - CBD 0.2% 0.9% 3.6% 1.5%
Office - Sub 0.7% 2 3% 1.5% 16.2%
a Industrial 0.4% 1.0% B 36% 45.3% ‘
Retail 1.0% 28% 2.2% 17.7%
Commercial 0.8% 2. 1% 2. 3% 21.6%
Apartment 2.7% B.2% B B.7% 21.6%
All Types 2.2% -6.2% ‘ -6.9% 19.2% ‘
6 Major Metros All Types 1.0% 3.2% 1% 10.3%
2.0% 5.4%

’ Man-Major Metros All Types

5?%‘

24 5-:-1:‘

L 203 MSCI Inc. All rights resersed. Dala believed to be accurate but not guaranteed ar warranted,

https://www.msci.com/egb/pressreleases/archive/MSCI Feb23 QIRPR.pdf

2

= 3-Month 2023 - All Property down -6.2% YOY (MF worst

8.2%).

= Non-Major Metros now down more than top-6 MSAs —

Why?

» RSE disagrees Sub Office down worse than CBD Office

i Are Lenders, Investors and Appraisers
ready for this 2023 Value Disruption? I

30%

20%

10%

]

g

I'|||
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&t

I “H“HHMH”M.
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30%

Change in RCA CPPI February 2023
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Interest Rate Change on CRE Values (Cap Rate is Inverse of a Stock Multiple)

Band of Investment to Derive Cap Rate: What is ahead (25% decline Cap Rates Rise)

HAUTE

As of lanuary 20th, 2021 ‘
INITIAL CAP RATE VIA BAND-OF-INVESTMEMNT (BO1)

CAPITALIZATION RATE COMPARISON

As of October 21th, 2022 ‘
SUBSEQUENT CAP RATE VIA BAND-OF-INWESTMENT (BOT)

Mortgage Rate Index: 10-Year Treasury Yield

PLUS: Morteage Rate Spread:

Mortgage Interest Rate:

Mortgage Term, in Years (Amortization Period):
Loan-To-Value Ratia:

Equity Ratio:

Number of Payments per Year:

0.004407

Mortgage Rate Index: 10-Year Treasury Yield

PLUS: Mortgage Rate Spread:

Mortgage Interest Rate:

Mortgage Term, in Years (Amortization Period):
Loan-To-Walue Ratio:

Equity Ratio:

Number of Payments per Year:

0.006626

Pericdic Mortgage Constant Periodic Mortgage Constant

Annual Mertgage Constant: 0.052886 Annual Mortgage Constant: - — 0.079514

Equity Dividend Rate (Re, or "Cash-on-Cash" Rate]: 5.75% Equity Dividend Rate [Re, or "Cash-on-Cash" Rate): 7.25%:

Mortgage Component: 75.00% X 0.052886 = 0.039664 Mortgage Component: 70.00% X 0.079514 = D.055660

Equity Component: 25.00% X 0.057500 = 0.014375 Equity Component: 30.00% ¥ 0072500 = 0.021750

Total Property: 100.00%  0.05403922 0.054039 Total Property: 100.00%  0.07740934 0.077410
Indicated Capitalization Rate via Band-Of-Investment: 5.40% Indicated Capitalization Rate via Band-Of-Investment: 7.74%

Gregory Laskody, CCIM
(greg@hautecre.com)

KC Twist:
Now layer in that NOI went down
due to Expenses growing faster

than Rents and the Impact on Value

is down an additional 15% for a
total decline of 40%.

NOTES:

oy

1 -Index increases, butsoes the lender spread to address the increase in market risk.

2 - Leverage goes down, as capital sources tighten underwriting and debt risk exposure.
3 - The investor's Cash-on-Cash (Equity Cap Rate, Equity Dividend Rate) also has to go

up as well (while avoiding negative leverage).

IMPACT ON VALUE

First MNet Cash Flow:

Estimated Rate of Change (Total):

Mext Year Cash Flow:

January 20th, 2021 Value:
October 21st, 2022 Value:

51,080,000

518,505,000
513,951,697

‘I" Total Change in Value:

-24.61%

e

https://www.linkedin.com/posts/greglaskodyccim some-fun-with-cap-rates-on-january-20th-

activity-6990179378861088768-cagy/?utm source=share&utm medium=member android

On January 20th, 2021, the 10-Year
Treasury Yield was 1.10%, and with
spreads hovering around 225 BPS,
the rate on a CRE loan was around
3.35%. Leverage was easily attainable at
75%. If you bought right, you could get a
240 BPS spread to your Equity Dividend
Rate - 5.75%.

On Friday, October 21st, 2022, that 10-
Year Treasury index increased to
4.21%, which always portends a
commensurate spread increase (let's
assume 275 BPS), rendering an interest
rate of 6.96% (probably light in today's
market).

This spreadsheet shows the effect this
has over an estimated NOI and given a
two-year (roughly) time period.

Bottom line? A 24.61% value
diminution. Perhaps now would be a

good time to buckle in.
W
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https://www.linkedin.com/posts/greglaskodyccim_some-fun-with-cap-rates-on-january-20th-activity-6990179378861088768-cggy/?utm_source=share&utm_medium=member_android

CRE VALUES - Trepp on latest Bank Stress Tests
“CRE Prices are expected to DROP 40%”

Trepp. Inc. OMNLUINE WEBINAR —m " Wwwlreppom
Trepp IR FED SCENARIOS WEBINAR
1w = Edited » ﬁ} HOW WILL BANK CRE PORTFOLIOS FARE?

The Fed's latest stress test scenarios are out and CRE prices are expected to THURSDAY 1AM - _
drop 40% in the severely adverse scenario. 8 This Thursday, February 16th, ::] February 16 JEPMET R

Trepp. Inc. i= hosting a 'Fed Scenario Webinar' to dive into the release and the 4 N
impact on banks' portfolios using our proprietary models and data.

Join Head Modeling Architect, Matt Anderson, and Director of Product
Development, Benging Shen, CFA, FRM, as they cover topics including: sidlkerapiinia BENQING SHEN Trepp
- In-depth analysis of the latest stress scenarios and comparison to years past

- Impact on bank CRE portfolios using our proprietary bank portfolio data from

bank consortia

- How Trepp can help supercharge benchmarking efforts as you head into this
VEAr's SCENario exercise

Don't miss the event, register here: https://hubs.li/Q01ChFSb0 l'l
N
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HOUSING CRISIS:

The mOSt Concerning “Forward'LOOKing” KB Home—one of the nation’s largest homebuilders—reports
Housing Metric is Buyer Cancellation Rates S HENEancAlalion e i e ANIE

CANCELLATION RATE

As the health of the economy fluctuates, more

and more homebuyers are changing their minds oo

about purchases they have in the works. In fact, R RRATEEE R

buyers are backing out of home-purchase wx, .
deals at the highest rate since the early days z —

MORTGAGE RATE SHOCK

of the COVID-19 pandemic.
Why are homebuyers canceling deals? =
Cancellation rates among homebuyers are the
highest they have been in several years.
According to data from the National Association 2018Q4 201904 2020 4 202104 202204
of Realtors (NAR), about 7 percent of contracts
were terminated between March and May of
2022, up from 5 percent in April 2021.

Cancellation Reasons: The most common reasons are built right
into standard purchase contracts. Many include: i) contingencies in
case unexpected problems arise during the transactions. These
contingency clauses can kick in if, for example, ii) home
inspection reveals an unexpected major issue, or iii) a home
appraisal determines that a property is worth significantly less
than the buyer agreed to pay for it.

Data from Redfin, meanwhile, shows an even
higher cancellation rate of 15 percent, up from 11
percent year-over-year.

https://www.bankrate.com/real-estate/homebuyer-
cancellations/#:~:text=Cancellation%20rates%20among%20homebuyers%20are%20the %
20highest%20they,2022%2C%20up%20from%205%20percent%20in%20April%202021 .

W
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https://cdn.nar.realtor/sites/default/files/documents/2022-05-realtors-confidence-index-06-21-2022.pdf
https://www.bankrate.com/real-estate/homebuyer-cancellations/#:%7E:text=Cancellation%20rates%20among%20homebuyers%20are%20the%20highest%20they,2022%2C%20up%20from%205%20percent%20in%20April%202021
https://www.bankrate.com/real-estate/contingency-clause/

CREPI™ from CCIMTECH
A Most Predictable CRE Index

Commercial Real Estate Performance Index CREPI History:
CREPI Peak: 100 - Jan 2020 (pre-Covid)
e Lows: 84.2 — Mar 2009 (GrRec)
1. University of Michigan Consumer Sentiment Index 6. BLS Producer Price Index _ .
2. NFIB Business Confidence Index /. BLS Job Openings and Labor Turnowver Survey Pre COVID' 98 (Apr 2020)'
3. Yield Curve Spread between 10-year and 2 year Treasuries 8. BLS Civilian Labor Force Participation Rate COV'D LD OCt 2022 81.8
4. NAHB / Wells Fargo Housing Market Index 9, S&P 500 Index
5. BEA Personal Consumption Expenditures Price Index 10. Green Street Commercial Property Price Index Jan 2022: 91.9 (pre_Fed Rate

Hikes OBLR 0.25bps to 4.25%)

Summary of
Composite CREPI
Indexes
9/1/2022 83.2
10/1/2022 815
11/1/2022 831
12/1/2022 83.2

1/1/2023 83.2 ES
Pre-SVB Expect
<80 Mar

T o a o ' FED rarcc B
S ——
. - May, June & July,
™
www.stdb.com/crepi to view CREPI expect CREF to fall k>

into Mid or low 70s | —!/'\l,

27 RED SHOE
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http://www.stdb.com/crepi

INFLATION: Red Shoe Economist’s “Super-Core” CPI (WFSS)
Wages, Services, Shelter, Food are all running +7 to +8%

12-month percentage change, Consumer Price Index, selected categories, not seasonally

L'SUMER PRICE INDEX

adjusted AERIL.
:;;';;::ﬁ’ Actual
e t o e e CPI M/M A 0.4%
- ;;IL;I care commadities Q rSe:Ilc:iT .:nzstiniz-:e{'g:',;ier'mes Core Cpl M/M ‘ 0.4%
Education and communication
Ercen ] YR/YR ‘ 5- 9
L™ ALLItems CPI March 2023: +5.0% YoY sounce &
Food At Home rising faster at +8.4% us INFLAT
05 Shelter higher than “All CPI” at +8.2% ION REPORT

WHAT MOVED?
?“%

Services (X- Energy & Pre-Saudi Arabia cuts) +7.1%

> K X PrlmaryResidenceRent:o.s%
Gasoline: 3.0%
: UsedCars:4.4%
7 Services: 0.4%
50 ‘—
e wes  mem wm e e s w0 e o o B“Mm SHOWS SIGNS OF MODERATING

12-month percentage change, Consumer Price Index, selected categories (bls.gov)

28 RED SHOE
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https://www.bls.gov/charts/consumer-price-index/consumer-price-index-by-category-line-chart.htm

INFLATION PPI: Food Rising & Energy pre-Saudi Arabia cuts
Wages, Services, Shelter, Food are all running +7 to +8%
Energy drop “BBQ-Sauce”

PPI for final demand, 1-month percent change, seasonally adjusted

— — -
= Total = Total less foods, energy, and trade services Goods A I: R l L p Ro DU ER pR' E ,NDEX
‘ Foods Energy Goods less foods and energy Services

LIS =I5y

- b 0.2% VS. A 0.3% EST.

Percent Services less trade, transportation, and warehousing
Chart 1. One-month percent changes in selected PPI final demand price indexes, seasonally adjusted
2.0 Parcent change
3.0
20 /L
o T
10 0.0 -
1 | I 1.0 -
| 1 I [ f ’ l 20 e w J J A s o N D J Feb  Mar  Apr23
| W ay une by ug ep ct ow ec an e ar r
d“ J h ‘l '! r if\ } , .|' * e Final demand —o— Final demand goods —+— Final demand services
0.0 1"\- I "“ f ‘l' il
: |
‘ \ ‘ ALL Items PPl March 2023: -5.0% YoY
‘ Food - like CPI - Mar was faster at +0.6% MoM
-1.0
Energy — pre-Saudi Arabia cuts -6.4%, Apr +3%
20 Shelter — Up +0.6% in April (>7% YoY)
Jan July Jam July lan July lan July Jan July Jan July Jan July Jam Juby Jan July Jam July lan July lan July Jan July Jan
20102010201120112012201 22012201 220142014201 5201 2201620 1€201 52017201 82018201 £201 <2 0202022021202 1202220222023 l ' l
Producer Price Indexes for final demand, 12-month percent change, not seasonally adjusted (bls.gov) RED SHOE
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https://www.bls.gov/charts/producer-price-index/final-demand-12-month-percent-change.htm

CONSUMER CONFIDENCE MEASURES.:

U-MI, NFIB, & Small Business

17 University of Michigan: Consumer Sentiment wmcsenm

Ohbs tion: Units: Frequency:
Dec 2022: 59.7 (+ more In 1566 :IJ_] =1 C:-iI: Monthly
S p

Updats ot Seasonally Adjusted

Peak (post 2009): 101 (Feb 2020)

Lows: 55.3 Nov 2008 (Why Up? Energy S/SPR)
50.0 June 2022

Current: March 2023 — back to 2008-2009

oo 1043

102.5
1014
100.6

muz
3 100 b a 99.1

= 98.2 98.2
T 96.4 /

S 95.9 958

B 9al4

V

93.2 93.1

A -0

Surveys of Consumers (umich.edu)

Record Household Debt affects Consumer
Mortgage Rates affect Housing
Small Biz debt is Variable Rate

UNIVERSITY OF MICHIGAN

Consumer sentiment tumbled 9% amid renewed concerns
about the trajectory of the economy, erasing over half of the
gains achieved after the all-time historic low from last June.

Year-ahead expectations for the economy plummeted 23%
from last month. Long-run expectations slid by 16% as well,
indicating that consumers are worried that any economic
downturn will not be brief.

Preliminary Results for May 2023

May Apr
2023 2023
ndex of Consumer Sentiment 57.7 63.5
Current Economic Conditions 64.5 68.2
ndex of Consumer Expectations 53.4 60.5 "l
- ~V N\

RED SHOE
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http://www.sca.isr.umich.edu/

Index Component Levels and Percentage Change from Prior Year

N EFJIB | Research

The Voice of Small Business. Fﬂundﬂtiﬂ"

Plans to Increase Plans to Make Plans to Increase Expect Economy to
Employment Gapital Outlays Inventories mprove

Small Business

Optimism Index 15 % 21 o, _3 % -46 o,

NFIB’s Small Business Optimism Index
decreased 0.8 points in March to 90.1,
marking the 15th consecutive month

Twenty-four percent of owners
reported inflation as their single most
important business problem.

Small Business Optimism Index

As an example:
lowa’s Component Index is BELOW
the National 90.6 at 89.5

Why? AG, Manufacturing, and
Commodities future outlook.

90 95 0o 05 10 15

65
86 87 88 89 90 91 92 93 94 95 95 97 95 99 00 01 02 03 04 05 06 O7 02 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24

NFIB (nﬁb_sbet_orq) 1986 1988 1990 1992 1984 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

2016 2015 205 B
-b% -5% -6% 1%
e e e A~
m Current Inventory Current lob Expected Credit Now a Good Time to
Openings Conditions Expand
v

below the 49-year average of 98. | *  43% 8t 2%

Expect Real Sales

Higher

147

3%

~

Earnings Trends

18 %

31

-2%

d
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http://www.nfib-sbet.org/

CRE TRENDS - ULI 2023 Emerging Trends

“Pricing Disconnect” & “Values Primed for Reset”

‘

* Interest rates are rising, economic clouds are
darkening, and real estate deal flows are sinking
because buyers and sellers cannot agree on pricing.

Exhibit 1-3 Importance of Issues for Real Estate in 2023

1 . &
. . . m Mo Moderate Great
« The one issue ULl interviewees agree: “The Toorance mpartance mpartance

existential risk for the real estate economy right now is
that Fed action in response to persistent inflation will tip
us into a recession,” Can the Federal Reserve Bank

Economic/financial izznes

"TI-'I-:‘:' rates and cost of cap
Awailability of gualified la

tal |

nor |EESE

tame inflation without breaking the economy? Jaband income growth |EEE
Inflation |EHE

 The “Amazon Pause:” Growth in e-commerce is ty |

‘:a: 1al availab

Exhibit 1-5 Anticipated Changes in Commercial Mortgage Rates, Inflation, Cap Rates,

slowing and giving back some of the market share it
captured from physical retailers during the pandemic.

Amazon, the largest warehouse user in the United 100% — -
States, has delayed occupying numerous completed ) Igosg 'I"
projects. Amazon to layoff 10k employees. = wcromes enia

ncrease substantially

* Reversion UP to the Mean: Property fundamentals
have been improving for the battered hotel sector,
especially hotels serving leisure traveler.

The “Sugar Rush” Is Over: Property returns are

‘ primed for reset.

https://knowledge.uli.org/-/media/files/emerging-trends/2023/emerging-trends uscanada-2023.pdf

Inflation

2023 Next 5 years

Next 5 years

Commercial mortgage rates

2023

MNext 5 years

Real estate cap rates

W
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OFFICE CRE & REMOTE WORK
“Remote Work will be to Office CRE $

What eCommerce was to Big-Box Retail $”

BAROMETER THIS WEEK
Dallas metro 1.9% 53.8 1.9% &
Austin metro 61.7% 53.1% 1.4% =&
Los Angeles metro 0.4% 49.4% 1.0% W
San Jose metro 39.9% 1.0% ¥
Houston metro 61.0% 61.8% 0.8% =~
% % - . . =
49.6* 49.8 49.9 Philadelphia metro 4 ; 0.8% ¥
] * bt
46.3* 4/19 4/26 5/3 = ) o - T
= Chicago metro 51.4% 50.8% 0.5%
4112
New York metro 47.9% 0.4% =
Average of 10 49.8% 49.9% 0.1% &
San Francisco metro 44.9% 01% ¥
Washington D.C. metro 46.7% 46.7% 0.0% ¥
Kastle customers are in more than 2,600 buildings in 138 cities. The Barometer reflects swipes of Kastle access controls from the top 10 cities, averaged
weekly. It summarizes recent weekday building access activity among our business partners, not a national statistical sample.
“on March 22,2021, Kastle moved from dady 10 weeldy data reporting 10 provide a mone robust and comprehensive pecture of offies occupancy. We have also recalcuiated data back 10 the start of the time senes for consistency,
This has only a margnal impact on most cities and the natonal average.

https://www.kastle.com/safety-wellness/getting-america-back-to-work/#workplace-barometer

Remote work is here to stay. And it’s killing big offices
and their ecosystems.

The trend is most pronounced in New York, where
workers are spending at least $12.4 billion less a year
near their offices due to about 30% fewer days in them.

0 3

« TEXAS has the highest percentages with Dallas
at 53.8%, Austin at 63.1%, and Houston at 61.8%

« Chicago metro is falling at 50.8%.

« The 10 City Average Occupancy remains BELOW
the 50.4% high on January 25, 2023.

We are FAR from Pre-Covid Office Occupancy.

W
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https://link.mail.bloombergbusiness.com/click/30594885.652673/aHR0cHM6Ly93d3cuYmxvb21iZXJnLmNvbS9ncmFwaGljcy8yMDIzLW1hbmhhdHRhbi13b3JrLWZyb20taG9tZS8_Y21waWQ9QkJEMDIxODIzX1dLTkQmdXRtX21lZGl1bT1lbWFpbCZ1dG1fc291cmNlPW5ld3NsZXR0ZXImdXRtX3Rlcm09MjMwMjE4JnV0bV9jYW1wYWlnbj13ZWVrZW5kcmVhZGluZw/60146a2a8be1bd3bf45a585bB7a79415c
https://link.mail.bloombergbusiness.com/click/30594885.652673/aHR0cHM6Ly93d3cuYmxvb21iZXJnLmNvbS9uZXdzL2FydGljbGVzLzIwMjMtMDItMTYvZXJpYy1hZGFtcy1yZW1vdGUtd29yay1ydWxlcy1tYXktY2hhbmdlLXdpdGgtam9iLXZhY2FuY2llcy1yaXNpbmc_Y21waWQ9QkJEMDIxODIzX1dLTkQmdXRtX21lZGl1bT1lbWFpbCZ1dG1fc291cmNlPW5ld3NsZXR0ZXImdXRtX3Rlcm09MjMwMjE4JnV0bV9jYW1wYWlnbj13ZWVrZW5kcmVhZGluZw/60146a2a8be1bd3bf45a585bB00596c50
https://www.kastle.com/safety-wellness/getting-america-back-to-work/#workplace-barometer

OFFICE CRE:
$300 million SF Office Tower drops to $60 million

li :
5 tes have soared

s :_ gL Y ..';__ | rharket whereafﬁcd vacancy i

Before the pandemic, San Francisco’s California Street  This is how dire things have become in San Francisco, an
was home to some of the world’s most valuable extreme form of a challenge nationwide. Nearly every
commercial real estate. The corridor runs through the heart large US city is struggling, to some degree, with
of the city’s financial district and is lined with offices for banks reduced office-worker turnout since the pandemic
and other companies that help fuel the global tech economy. spurred remote work.

One building, a 22-story glass and stone tower at 350 No market was hit harder than San Francisco, for

California Street, was worth around $300 million in 2019, reasons including its high costs, reliance on a tech

according to office broker estimates. industry quick to embrace hybrid work, and quality-of-
life issues such as crime and homelessness.

That building now is for sale, with bids due soon. They

are expected to come in at about $60 million, commercial

real-estate brokers say. That’s an 80% decline in value in

just four years.

W
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https://www.wsj.com/articles/san-francisco-commercial-real-estate-office-buildings-471742ea?page=1

Pimco-Owned Office Landlord Defaults
on $1.7 Billion Mortgage

The office properties owned by Pimco’s Columbia Property Trust range from New York
to San Francisco.

An office landlord controlled by Pacific Investment Management Co. has defaulted on about $1.7 billion of
mortgage notes on seven buildings, a sign of widening pain for the industry as property values fall and rising
interest rates squeeze borrowers.

The buildings — in San Francisco, New York, Boston and Jersey City, New Jersey — are owned by
Columbia Property Trust, which was acquired in 2021 for $3.9 billion by funds managed by Pimco. The
mortgages have floating-rate debt, which led to rising monthly payments as interest rates soared last

year.

US offices, particularly older buildings with fewer amenities, have struggled in recent years with the rise
of remote work during the pandemic and recent layoffs. Values of those properties have fallen 20%
since the onset of the pandemic in March 2020, according to Green Street.

Landlords including Brookfield Corp. have defaulted on office mortgage payments.

W
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https://www.bloomberg.com/news/articles/2023-02-22/pimco-owned-office-landlord-defaults-on-1-7-billion-mortgage?utm_source=website&utm_medium=share&utm_campaign=linkedin&leadSource=uverify%20wall

OFFICE CRE: What is Working & Why? =: connectcre

1-part Community Bank; 1-part Proven Local Investor;
1-part Stable Market !

Cushman & Wakefield has arranged an $8.6 million acquisition loan on behalf
of Blue Water Advisors LP for the purpose of acquiring and re-tenanting the
former PGA of America headquarters office building located at 100 Avenue of
Champions in Palm Beach Gardens, FL.

Jason Hochman and Ron Granite of commercial real estate services firm Cushman & Wakefield

... 1) secured the loan through a local bank

... 2) for Blue Water Advisors LP, a private equity firm focused on acquiring and developing real
asset-based businesses and has been focused and active in the Palm Beach market.

... 3) “Blue Water Advisors is an experienced operator in the Palm Beach market and has
a successful track record of recognizing and executing on value-add opportunities

... 4) in one of the country’s strongest office markets,” said Granite.

The PGA of America
building spans two “The lender’s facility will allow the sponsor to multi-tenant a modernized office building after ‘
s

stories and 42.090 ... ) a partial sale leaseback and capitalize on the strong office real estate fundamental
’ present in this corridor.”

square feet.

This loan is for an amazing $204/sf implying a >$300/sf value at 65% LTV

W

RED SHOE

Cushman & Wakefield Arranges $9M Acquisition Financing for PGA of America Building (connectcre.com) 36 ECONOMICS



https://www.connectcre.com/stories/cushman-wakefield-arranges-9m-equity-financing-for-pga-of-america-building/?utm_medium=email&_hsmi=251618309&utm_content=251618309&utm_source=hs_email

RETAIL #1 HEADWIND: How do Households and Small Businesses with
Variable Debt financing function with Already High - and going Higher interest rates?

The sum of money owed by U.S. households mounted during the

fourth quarter, climbing $394B to $16.90T. That's the largest Q/Q U.S. household debt climbs by
increase in household debt in 20 years, taking balances $2.75T $394B in Q4, largest increase in
higher than at the end of 2019, before the pandemic, according to two decades: NY Fed

the Federal Reserve Bank of New York's Household Debt and Credit

Report published Thursday. Non-Housing Debt Balance

550 trillicn B Student Loan Other Credit Card Auto Loan

Mortgage balances accounted for roughly 65% of the overall increase,
standing at $11.92T at the end of December. Credit card balances
jumped by $61B to $986B, marking a new series high.

Ted Rossman, senior industry analyst at Bankrate, cited the
combination of strong consumer spending, persistent inflation =22
‘and elevated credit card rates as the main drivers behind record 520
high credit card balances. §15

"It’s triple trouble for credit card borrowers. Balances are up, 505
rates are up, and more people are carrying credit card debt (46 .
percent of credit cardholders, up from 39 percent a year agO)," he 00401 200801 20080 201001 201201 2401 201801 200801 202001 2002
added. Auto loan balances increased by $28B during Q4, and student
loan balances accelerated by $21B to $1.60T.

https://seekingalpha.com/news/3937286-us-household-debt-climbs-by-394b-in-g4-largest-increase-in-two-decades-ny-fed 37 ERC%D,\,%'L?CES



https://seekingalpha.com/news/3937286-us-household-debt-climbs-by-394b-in-q4-largest-increase-in-two-decades-ny-fed

WHAT IS WORKING IN RETAIL?
Look at the Top-100 Retail List

Mational
Retail
Federation

NRF

Grocery, Small-Store Concepts & Opti-Channel utilizing former Big-Box

Rank * Company 2021 U.S. retail sales (billions) N Apple Stores [ iTunes $64.84
1 ‘ Walmart $459.51 12 Royal Ahold Delhaize USA $53.66
2 Amazon.oom $217.79 13 ‘ Publix Super Markets $48.00
3 Costco Wholesale $140.41

14 Best Buy $47.76
g The Home Depot $140.06 )

15 TJX Companies $38.08
5 The Kroger Co. $136.49

16 ‘ Aldi $37.01
6 Walgreens Boots Alliance $108.34

17 Dollar General $34.23
7 Target $104.62
8 CVS Health Corporation $93.36 12 ‘ H.E. Butt Grocery $31.00
9 Lowe's Companies $87.73 18 Dollar Tree $25.93
10 ‘ Albertsons Companies $71.87 20 Ace Hardware $24.67
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https://nrf.com/resources/top-retailers/top-100-retailers/top-100-retailers-2022-list

Amid food inflation, more shoppers turn to
dollar stores for groceries

PUBLISHED SUN, FEB 5 2023 8:30 AM EST

FROZEN FOQDS Dollar stores are pulling in more grocery shoppers

: — Slowly but surely, discount dollar stores' share of total grocery

P et P "; o _1‘;,_ Uk R ,‘"ﬁ T e | B ¥ | spending has been creeping up, according to a recent report from
J‘I = | . ' Coresight Research. Already, more than 1 in 5 consumers buy
e 1 - groceries at dollar stores, according to Coresight's weekly

U.S. Consumer Tracker.

A separate study published in the American Journal of Public
Health also found that dollar stores were the fastest-growing food
retailers, in part because they are expanding at an unmatched
pace, especially in rural areas.

A man looks at frozen foods for sale at a Dollar Store in Alhambra, California on August 23,

W
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https://www-cnbc-com.cdn.ampproject.org/c/s/www.cnbc.com/amp/2023/02/05/amid-food-inflation-more-shoppers-turn-to-dollar-stores-for-groceries.html
https://coresight.com/research/dollar-stores-flexing-muscle-in-us-grocery/
https://ajph.aphapublications.org/doi/abs/10.2105/AJPH.2022.307193
https://www.cnbc.com/2021/12/13/dollar-tree-dollar-general-and-discount-retailers-opening-more-stores.html

RETAIL STORE STRATEGIES

Smaller and Stronger

Macy's And Nordstrom Make Push For
Small-Store Strategies As Sales Flag

March 3, 2023 | Taylor Driscoll, Bisnow Boston (https://www.bisnow.com/author/taylor-driscoll-

’ 574145) (mailto:taylor.driscoll@bisnow.com)

Big retailers have begun shrinking in size, hoping to
curb the pullback in retail spending in the past year and
bring stores closer to shoppers. Retailers like Macy’s &
Kohl's saw declines in consumer spending in recent

earnings calls, with executives noting they'd had to rely
on discounts to sell inventory at big mall locations, The

Wall Street Journal reported.

https://www.wsj.com/articles/department-stores-new-lookgoing-small-
1de554637?mod=rss markets main

The retailers are now ushering in smaller store
concepts in local shopping centers, which have
outperformed larger mall locations in the past
couple of years.

Macy's And Nordstrom Make Push For Small-Store Strategies As Sales Flag (1).pdf

MNational
Retail
Federation

NRF

Macy's announced its rollout of smaller stores in suburban
shopping centers and strip centers in after some locations
outperformed Q4 2021 expectations. The retailer has closed 80
mall locations, with another five on the chopping block, Retail

Dive reported https://www.retaildive.com/news/macys-small-format-off-mall-
storesacceleration/643988/

Macy’s already operates 10 smaller stores: eight Market by
Macy’s and two Bloomie’s stores, per Retail Dive.

. ‘ Each store averages 30K to 40K SF,
MARKET and, of the four locations that
@kmocys opened in the last year, fourth-
quarter comps rose 8%. The retailer
plans to open five more small-format
stores this year.

- blaomies
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INDUSTRIAL CRE:
The “Golden Triangle” and the NEW Supply Chain.

-'."

1'5 of 20 Emazan HE2? Finalisis

? g within the Gokien Triandgle
BSOS HoF IR
1hal1 half af S0P

M

G0% of
households reached

The was defined by KC Conway in 2014 as the area in the US from the Great
Lakes south to the Gulf and Atlantic coast ports.

= [t produces 50% US GDP and can serve 90% of US Households within 1 day.
= |tis also where 80% of manufacturing occurs and most new Supply Chain is being buiit.

Last-Mile Loqistics: Commercial Real Estate’s Growth Engine | CCIM Institute

41 RED SHOE
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https://www.ccim.com/newscenter/commercial-real-estate-insights-report/last-mile-logistics--commercial-real-estate-s-growth-engine/

INDUSTRIAL CRE

Remaking US Supply Chain and Implications for Warehouse & eCommerce Growth

Top States & Metros for Corporate Logistics Facilities
Jan.-Dec. 2021

Top 10 States
by project

‘Texas 237
lHlinois 222
California 129
Virginia 92
Ohio 86
Georgia 79
South Carolina 66
Florida 65
Morth Carolina 57
Indiana 54

Sowrce: Conway Projects Database

)
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https://siteselection.com/issues/2019/sep/logistics-grading-the-states-on-logistics-health.cfm

Q - What is working in Industrial?

A — eCommerce is Risk Averse & Going Smaller for 2023

80 connecicre

Joint venture 1014 NP Venture LLC, owned by an
affiliate of North Signal Capital LLC and a private family
office, has executed four leases at 1014 Northpointe
Industrial Boulevard in Hanahan, SC. The new tenants
in the Class A facility are Concept Packaging, Bulldog
HI way Express, C&C Warehouse, and Bedra.

The 127,199-square-foot rentable area is now fully
leased. The building includes tilt-up concrete
construction, 32-foot clear height, ESFR sprinkler
systems, and LED lighting.

“1014 Northpointe is a great example of the type of
building most in demand right now in Charleston as well
as other Southeast markets; Class-A; in-fill; catering
to tenants in need of smaller spaces.

A .



Planned Battery Plant Capacity in North America by 2030

FOTW #1271, January 2, 2023: Electric Vehicle Battery

Manufacturing Capacity in North America in 2030 is

Projected to be Nearly 20 Times Greater than in 2021

| Department of Energy

GWh /Year

[ Undisclosed
=4

[ >4and <30
B > 30and < 46
B - 46and =97
Bl > 97and = 136

e Vehicle
Assembly Locations

d N
.:_"_'?“- "“-té

. | . Argggﬂgunﬁ
< @ENERGY

*Note: Capacities of some factories
were estimated based on their
investments and numbers of
vehicles they serve.

Updated through November 2022
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https://www.energy.gov/eere/vehicles/articles/fotw-1271-january-2-2023-electric-vehicle-battery-manufacturing-capacity

SpacE-nomics®

The Next CRE Industry Sector — like Integra Technologies in Wichita MOONRAKER
p _ _ BEA announced price-adjusted estimates ”--:-_\T:_-
Wbe a EEENRIRAL N CINIGENSEY  (“‘chained-dollar” or “real” estimates) of Y&
SRS gross output and gross domestic product = ?
Chart 3. U.S. Space Economy Gross Output by Industry Group (GDP), of the space economy’s
contribution to overall U.S. current-dollar

Billions of dollars

200 $105 and chained-dollar gross output and GDP

$190 $191 $190 $192

£ by industry, as well as private employment
H 65 and compensation statistics.

$175

N .
57

100

In 2019, the U.S. space economy accounted for:
* $194.4 billion of real gross output,
* $125.9 billion of real GDP (translating to 0.6 percent of U.S.
50 GDP),
0 * S42.4 billion of private industry compensation, and
. H H ﬂ H * 354,000 private sector jobs

e Arecord 90 private Satellite launches from FL in 2023
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U.S. 2021 Billion-Dollar Weather and Climate Disasters
@ Droughibieat Wi QFlwﬂing PHal 1@ Hunicane Q'UMGUOJ'besak g Sevecw Weathe: () Widee Wirer StormCatd Wave
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4Q22 Commercial Real Estate Insights Report

Communities across North America are impacted annually by a broad range of disasters that displace 4Q@22 Commercial Real Estate |I'ISig|'ltS Report
millions of people, disrupt economies, and disturb real estate conditions — totaling $2.275 trillion in
recovery costs since 1980. These catastrophic events span hurricanes along the Guif and Atlantic Catastrophic events — ranging from natural disasters like hurricanes and forest fires to human-caused
coasts, wildfires in drought-stricken Western states, and storms through Tornado Alley extending from . . . _ ) . . _
Texas through South Dakota. They also include flooding in the upper Midwest down through the South, dlSFUptIDI’IS like terrorist attacks or COITIDLJIBF haCklng —are problems that require extensive plannmg
ice storms, utility infrastructure outages such as the February 2021 storm that knocked out electric communication, and cooperation. In this Commercial Real Estate Insights report, “Disaster Preparation,
service in Texas for more than a weekﬁqand terrorism, such as the shutdown of the Colonial Pipeline RESDDHSE: and RECDVEF}’.'—' CCIM Institute Chief Economist K.C. CDHW&}-’. CCIM. CRE: MAI discusses
from a ransomware attack in May 2021 < These events supercharge supply chain disruptions of centers
of manufacturing and industry from Texas to lllinois and Arizona to Ohio.? Earthquakes, while less
frequent, pose a risk for not just California, but also the New Madrid Seismic Zone running through the wake of such events.
Central US. and into vital economic centers of the South, including Memphis, Tenn., where FedEx
headquarters are located. Volcanic eruptions are another infrequent disaster consideration that present
risks extending far beyond their immediate geography — recall the 1980 eruption of Mount St. Helens® READ THE 4Q22 REPORT

in Washington as well as the existence of the Yellowstone National Park super volcano.

how industry professionals can best prepare for unexpected disasters and what needs to happen in the

https://www.ccim.com/newscenter/commercial-real-estate-insights-report/disaster-preparation-response-and-recovery/
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TOP 3 PLAN: Who is Doing What?
How does each entity collaborate 1 step at a time? ey

o R
& KCC| Des Moines

A look at some of the roughly 11 tornadoes that touched  Multiple tornadoes reported

down in central Iowa Saturday May 13, 2023. across lowa; forecast calls for
more rain
Commnuity Leaders Local (City & County) Businesses Religious & Not-for-Profit State Gov Federal Gov.
First Week Top 3 Tasks: #1 - Assess what is working #1 - Assess if can open #1 - Assess Community Needs #1 - Communicate #1 - Communicate
#2 - Deploy 1st Responders #2 - Damage Control #2 - Communicate the Needs #2 - Start the Block & Tackle #2 - Coordinate
#3 - Commuicate #3 - Communicate #3 - Coordinate with Local & RC #3 - Coordinate vs Dominate #3 - Engage FEMA

First 30-90 Days Top 3

‘ After 90 Days

(Employees - 1st Responders
Local Gov. to add Layer #2
to Damage Control)

Key Notes: Assess is Job 1 at Local Level; Communicate and Coordinate is the key as you move up the Gov levels!

1 - Constantly Reassess #1 - Open, Shift Work, etc. #1 - Collaborate Relief vs just SEND  #1 - Actions Vs Words #1 - Halt the Beaurocracy
#2 - Clear access and Search #2 - Know what you need ASAP #2 - Consider ADOPT a ??? Approach #2 - Don't worry who gets credit #2 - Action over Visitation
#3 - Team Build with Key Partners #3 - Know your Eco. Impact to #3 - Have thick skin and Coordinate #3 - Establish Open Channels #3 - Assess the GAPS

employees, community, vendors
customers, etc.

It all becomes about Logisitics & Supply-Chain and Economic Impact Analysis. What happened to you revenue (Local Gov., Utilities & Businesses)
This is the point you are approaching. Do you know your numbers (population, businesses and sales taxes, property tax hit, etc.)

Who are your long-term partners to rebuild physcially & economically? Are WORDS being followed up with ACTIONS? Where is the ACCOUNTABILITY?

’ RED SHOE
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REBUILDING IS A RAIL LINE
Rails & Ties Together Provide the Strength that Binds

’ v Who has which Rail Tie to connect Physical with Economic?
v What are each entities TOP 3 tasks that require constant RE-ASSESSMENT?

v Who do each Local, State and Federal entity need to be Communicating and
Collaborating with in the rebuilding process?

PHYSICAL REBUILDING RAIL

O it = 2
14 H B3 B
< r b =5
(] = < @
N - L o

ECONOMIC REBUILDING RAIL

It all becomes about Logisitics & Supply-Chain and Economic Impact Analysis. What happened to you revenue (Local Gov., Utilities & Businesses)
This is the point you are approaching. Do you know your numbers (population, businesses and sales taxes, property tax hit, etc.)

Who are your long-term partners to rebuild physcially & economically? Are WORDS being followed up with ACTIONS? Where is the ACCOUNTABILITY?

48
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CRE

Consulting
Corps

The Counselors of

Real Estate

Making a Difference

HELP exists within the CRE

Industry — without consulting
Fees or Profiting from any
Disaster

The Counselors of Real Estate ® (CRE)

Organization of commercial property professionals known for
creative problem solving

* Affiliate of National Association of REALTORS®
* Founded in 1953

* 1,000 thought leaders

* Membership extended by invitation

* High-level expertise across many specialties

* 50+ Real Estate Disciplines

* QDbjective real estate adwice and counsel

* CRE credential = Real Estate Problem Solvers

RED SHOE
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We Have Arrived at the End

Forecasting the
Economy with

these LOOMING:
i) Debt Ceiling;

ii) Banking; &

ili) CRE Capital crises

1-Part Ice-Cream Cone with Luke;

IS messy, but |
may have the
recipe/formula for
combatting the
Predicaments. B R
W
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1-Part Bourbon Index
Whiskystats Whisky Index | Whiskystats

1-Part Lipstick Index



https://www.whiskystats.com/index-monitor/index/1

NEW IN 2023: Educational Coursework focused on Commercial Real Estate!

Red Shoe Economics is an independent research and consulting firm exclusively
serving today's commercial real estate community providing organic research initiatives,
reports and insights on the impact of Applied Economics on our industry. The company's
four pillars include Economics, Forecasting, Valuation and Consulting.

Our promise is to deliver unique content providing the most comprehensive, concise and
cutting-edge information of the economic impacts on commercial investments, trends and
transactions. As a WOSB, Red Shoe Economics is dedicated to giving back to the
industry we serve by furthering the advancement of women in commercial real estate.

Economics Forecasting Valuation Consulting
« Macro and Micro Analysis  * Association . USPAP Appraisal ° Adaptive Reuse Advisory ~ RedShoeEconomics.com
* Rezoning Impact Study Presentations Review E;;Zr?gfdllzoer;;/iablillﬂatlon KC Conway, CCIM, CRE, MAI
» Corporate Earnings * Industry & * Bank Regulatory g AL Co-Founder, Principal, Futurist
Analysis Corporate Compliance * Market & Feasibility
« Ports & Logistics Trends Webinars « Valuation Studies Beverly Keith, CCIM, CRE, CRX
» Housing Economics « Podcasts/Articles/ Analysis » Ports & Logistics Co-Founder, Principal, Business Strategist
-« Commercial Real Estate SME Interviews * Highest & Best Advisory _
Impacts * Real Estate Use Advisory * Retail Industry Insights Proiect R gaslia"t R‘.’et
- State & Local Finance reports « Property Tax * ESG/DEIl Advisory at roject mesearcll STEtedis
Government Taxation « Special Projects Expert Witness CRE level _ Stacy Barrington
« Current CRE Conditions across all industry » Corporate Strategic Corporate Operations Strategist
sectors Planning
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KC Conway, CCIM, CRE, MAI

Professional Roles: '

Education & Professional Credentials:

Experience:

Chief Economist for CCIM Institute (since 2018)

Co-Founder and Principal of Red Shoe Economics — a research and consulting company serving the CRE industry
FFIEC Instructor (Federal Financial Institutions Exam Council) — Under FDIC, FFIEC provides Bank Regulatory Education
UMH (Manufactured Housing REIT) — Board of Director member

Emory University Business School — Graduated with Honors, 1985

MAI Designation from the Appraisal Institute, 1989 (achieved at 27 years old — 33 years experience with appraisals).
CRE - Counselor of Real Estate Designation, 2009

Honorary CCIM Designee, 2019

37 Years experience as an Appraiser, Bank Regulator, CRE Underwriter and Credit Officer, Economist, Investor, and Expert
Witness (has not lost an expert witness case in more than 26 years).

Specialize in Adaptive Reuse, Affordable Housing and Housing Economics, Manufactured Housing, Site Selection and

Land Use, Rezoning, Economic Impact Studies, Capital Markets and CRE Finance, and Ports & Logistics

Advisor to US Bank Regulatory Community (FDIC and Federal Reserve) Since 2005 - Briefed former FED Chair Bernanke
Chief Senior Appraiser for Wells Fargo Bank, Legacy SouthTrust Bank, Legacy SunTrust Bank

Independent Director to Monmouth MREIC (50+ year old Industrial REIT Sold to ILPT February 2022)

Published in Numerous Periodicals, Real Estate Journals and social media including Wall Street Journal, NY Times,
FreightWaves, Globe Street, BizNow, CIRE, Real Estate Issues, Realtors Connections, and Counselors of Real Estate Annual
Top-10 CRE Issues

Presented more than 1,000 individual talks to CRE Industry Groups including The Appraisal Institute, Am. Bankers Assoc., Am.
Property Tax Counsel, Counselors of Real Estate, ICSC, MBA, NAHB, NAIOP, RMA, SIOR, CREW, and ULI

Specialty Areas Include: i) Adaptive Reuse; ii) Ports & Logistics/Supply-Chain; iii) Affordable Housing — specifically
Manufactured Housing; iv) Property Tax Appeal; v) CRE Finance; vi) Expert Withess Appraisal/Valuation

RED SHOE
ECONOMI
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