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U.S. Economy:  In Recession

Downturn triggered by housing bubble

Massive excess leverage in banking industry

Job losses to date:  2.6 million; 7.2% unemployment rate

Total job losses expected through 2009:  4.5 to 5.0 million

2.7 million in 2001 – 2003 recession

Major consumer retrenchment will continue through 2010

This information is a forecast and due to a variety of uncertainties, and assumptions made in our analysis, actual events or results or the actual performance of the 
markets covered may differ from those presented.
As of January 2009.
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U.S. Economy:  Longer Term

Modest economic recovery to begin in 2010

Recovery will require stimulus and restoration of confidence

Modest renewed job growth in 2010; more robust 2011-2013

Inflationary pressure will begin to reassert by 2011 (oil, U.S. currency, federal deficit)

Fed. Fund rates back up to 4.5% - 5.0% in 2012+

Economic growth during recovery will be restrained by Fed

This information is a forecast and due to a variety of uncertainties, and assumptions made in our analysis, actual events or results or the actual performance of the 
markets covered may differ from those presented.
As of January 2009.



6 Lambda Alpha International  – January 13, 2009

-2000

-1500

-1000

-500

0

500

1000

Q
20

0
Q

30
0

Q
40

0
Q

10
1

Q
20

1
Q

30
1

Q
40

1
Q

10
2

Q
20

2
Q

30
2

Q
40

2
Q

10
3

Q
20

3
Q

30
3

Q
40

3
Q

10
4

Q
20

4
Q

30
4

Q
40

4
Q

10
5

Q
20

5
Q

30
5

Q
40

5
Q

10
6

Q
20

6
Q

30
6

Q
40

6
Q

10
7

Q
20

7
Q

30
7

Q
40

7
Q

10
8

Q
20

8
Q

30
8

Q
40

8

N
et

 c
ha

ng
e 

in
 jo

bs
, 1

00
0s

-8.0%

-6.0%

-4.0%

-2.0%

0.0%

2.0%

4.0%

6.0%

8.0%

Q
uarterly grow

th, annualized

Net Job Gains Real GDP Growth

U.S. Economy Losing Momentum

Economy in Historical Perspective

Source: BLS, BEA and RREEF Alternative Investments.
As of December 2008.

2008 Job Loss through December  = 2.6M
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U.S. Economy:  In Recession

Forecast Highlights: Composition of Real GDP (percent change)

*This information is a forecast and due to certain uncertainties, and assumptions made in our analysis, actual events or results or the actual performance of the 
markets covered may differ from those presented.
Source:  Global Insight and RREEF Research.
As of January 2009.  

2007 2008 2009 2010 2007 2008 2009 2010

Real GDP 2.0 1.2 -2.5 2.2 2.9 3.8 -2.2 2.4

Consumption 2.8 0.3 -0.9 2.3 1.1 -0.2 -2.6 0.0

Business Fixed Investment 4.9 1.9 -15.1 -0.3 4.6 5.6 8.5 9.1

Equipment & Softw are 1.7 -2.8 -14.6 7.7 Federal Funds (%) 5.02 1.98 0.13 0.94

Exports 8.4 6.4 -7.0 -0.9 Ten-Year Treasury (%) 4.63 3.67 2.33 3.36

Imports 2.2 -3.1 -9.6 6.2 30-Year Fixed Mortgage (%) 6.33 6.05 4.97 5.55

Unemployment Rate (%)

Payroll Employment Grow th

Consumer Price Inflation
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Peak to Trough Employment Declines 

* Current Forecast.
** From peak to trough.
Sources: Global Insight and RREEF Research.
As of December 2008.
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Availability of debt severely limited, which creates buying opportunities for low-leverage, equity investors.
Equity returns will increase for real estate as spreads widen.
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Transaction Volumes: Reversion to Early 2000s Levels?

Transaction Volume in $Billions

$45

$426

$325

$32
$18

$282

$206

$121
$106

$59

$16
$111



13 Lambda Alpha International  – January 13, 2009

Quarterly Transaction Volumes:  3Q2006 - 3Q2008

Transaction Volume in $Billions

Source: Real Capital Analytics.
As of September 30, 2008.
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But significant increases ahead… as spreads widen equity returns will increase for real estate.
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Real Estate Risk Premium Trend
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From 2004 through 2007 risk premiums were severely compressed.
Expansion underway in 2008, with further expansion likely in 2009.
Post previous financial shocks, spreads have historically risen, in some cases substantially.

Note: “F” indicates forecast. Source: NCREIF, Federal Reserve & RREEF Research, September 2008.  This information is a forecast and due to a variety of 
uncertainties, and assumptions made in our analysis, actual events or results or the actual performance of the markets covered may differ from those presented. 
As of December 2008.
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Estimated Returns for Unlevered Privately-Held 
Core Real Estate: These Metrics are Changing!

* The returns shown apply to core, income-producing properties leased at current rents.  They are intended to provide a fair characterization of pricing and performance 
at the upper end (best properties - best submarkets) of today's market and not representative of any of RREEF's products.
There is not assurance forecasts will be attained.
Source: RREEF Research.  
As of December 2008.

July December July December
Property Type 2007 2008 2007 2008

Apartment
           CBD 4.00% 6.00% 7.00% 7.75%
           Garden 4.50% 6.50% 7.00% 8.00%

Industrial
W/D 4.50% 7.50% 6.75% 8.25%
Flex 5.50% 7.50% 7.25% 8.50%

Office
   CBD 5.00% 7.00% 7.00% 8.00%
   Suburban 5.75% 7.50% 7.00% 8.50%

Retail
Neighborhood/Community 5.50% 7.75% 7.00% 8.25%
Power 5.75% 8.00% 7.00% 8.50%

Estimated*
Going-In Returns

Projected*
Ten-Year IRR
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Real Estate Capital Markets: A Fundamental Change

The bubble has popped

Highly leveraged buyers gone

Yields now based on fundamentals, not cheap leverage

Real estate is re-pricing: down approximately 20% so far

As the dust settles

Mortgages available at conservative terms

Equity is valued again

Source of capital will change to equity buyers

Institutional

Foreign

Private

Yields are becoming more attractive



Real Estate Fundamentals

Section III
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2007

10.5%

17.6%
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7.1%

Forecast
2009

6.9%Retail

12.6%Office

9.7%Industrial

5.8%Apartment

2006

Vacancy Rates Tick Up through 2009 Then Trend Back Down

National Vacancy Rate Trends

This information is a forecast and due to a variety of uncertainties, and assumptions made in our analysis, actual events or results or the actual performance of the 
markets covered may differ from those presented. 
Forecasts are of the market and not of a RREEF product.
Source:  REIS Reports, CB Richard Ellis/Torto Wheaton, & RREEF Research. 
As of January 2009.
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U.S. Apartment Supply and Demand:  1989 - 2012
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Vacancy rate to peak similar to 2003-2004, but well below 1991
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The National Apartment Market
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Source: RREEF Research. Based on two-year market outlook. This information is a forecast and due to certain uncertainties, and assumptions made in our analysis, 
actual events or results or the actual performance of the markets covered may differ from those presented.
As of December 2008.
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U.S. Industrial Supply and Demand:  1989 - 2012
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Vacancy rate similar to past recessions
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The National Industrial Market
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As of December 2008.
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The National Office Market
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U.S. Retail Supply and Demand:  1989 - 2012
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Weak demand but also restrained supply
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The National Retail Market
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Summing Up Our Real Estate Outlook 

Weak demand 2008 - 2010

Construction pipeline largely completed in 2008

Market recovery late in 2010 with little new supply

Rent growth to resume for most sectors beginning in 2011

Apartment performance will be strongest in the near term

Industrial sector will maintain moderate performance

Office and retail look weakest near term; recovery in longer term

This information is a forecast and due to a variety of uncertainties and assumptions made in our analysis, actual events or results or the actual performance of 
the markets covered may differ from those presented. 
As of January 2009.
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Summing Up Our Real Estate Outlook (continued)

Coastal, supply constrained markets should outperform other regions of the country given the inherent 
advantage in fundamentals

In an uncertain economy, the apartment (this time!) and industrial sectors will be defensive investments

Markets that were most impacted by an overbuilt for-sale housing market are also likely to have troubled 
apartment markets, at least in the near-term. The downturn in the home construction and finance industries are 
impacting the overall economies of these metros, with spillover effects to the other property sectors

Office and retail /fundamentals will weaken the most as both business and consumers retrench in response to 
poor credit conditions and soft demand

This information is a forecast and due to a variety of uncertainties and assumptions made in our analysis, actual events or results or the actual performance of 
the markets covered may differ from those presented. 
As of January 2009.

2008-2009

As recovery progresses, a broader range of property sectors and metros can be considered

Office and retail properties recover during the later stages of the forecast

2010-2012
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Best Core Investment Opportunities for 2009-2010

Infill locations, preferably near ports, in major coastal metros with supply constraints

This information is a forecast and due to a variety of uncertainties and assumptions made in our analysis, actual events or results or the actual performance of 
the markets covered may differ from those presented. 
As of January 2009.

Major CBD and inner suburban commercial centers (be wary of near term vacancy)

Industrial:

Retail: Extreme selectivity in best located infill markets with top performing retailers

Office:

Apartments: Balanced housing markets in infill locations of major coastal metros with supply constraints



San Francisco Bay Area Outlook

Section IV
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Bay Area Apartment Market

Source: RREEF Research and REIS.
As of December 2008.
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Bay Area Office Market

Source: RREEF Research and Torto Wheaton.
As of December 2008.

Vacancy Peaks in 2009 and recovers in 2011
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Bay Area Industrial Market

Source: RREEF Research and Torto Wheaton.
As of December 2008.
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Bay Area Retail Market

Source: RREEF Research and REIS.
As of December 2008.

Sound Fundamentals: Steady Market
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RREEF is the brand name of the real estate, infrastructure and private equity division for the asset management activities of Deutsche Bank AG. In the US this relates to the asset management activities of RREEF America L.L.C.; in Germany: 
RREEF Investment GmbH, RREEF Management GmbH, and RREEF Spezial Invest GmbH; in Australia: Deutsche Asset Management (Australia) Limited (ABN 63 116 232 154) Australian financial services license holder; in Hong Kong: Deutsche 
Asset Management (Hong Kong) Limited (“DeAMHK”); in Japan: Deutsche Securities Inc. (*); in Singapore, Deutsche Asset Management (Asia) Limited (Company Reg. No. 198701485N) and in the United Kingdom, RREEF Limited, RREEF Global 
Advisers Limited, and Deutsche Asset Management (UK) Limited; in addition to other regional entities in the Deutsche Bank Group. (*) For DSI, financial advisory (not investment advisory) and distribution services only. 

Key RREEF research personnel, including Asieh Mansour, Chief Economist and Strategist and Peter Hobbs, Head of Global Real Estate Research are voting members of the investment committee of certain of the RREEF Alternative Investment 
Funds.  Members of the investment committees  vote with respect to  underlying investments and/or transactions and certain other matters subjected to a vote of such investment committee. Additionally, research personnel receive, and  may in the 
future  receive incentive compensation based on the performance of a certain investment accounts and investment vehicles managed by RREEF and its affiliates.

This material is intended for informational purposes only and it is not intended that it be relied on to make any investment decision.  It does not constitute investment advice or a recommendation or an offer or solicitation and is not the basis for any 
contract to purchase or sell any security or other instrument, or for Deutsche Bank AG and its affiliates to enter into or arrange any type of transaction as a consequence of any information contained herein. Neither Deutsche Bank AG nor any of its 
affiliates, gives any warranty as to the accuracy, reliability or completeness of information which is contained in this document.  Except insofar as liability under any statute cannot be excluded, no member of the Deutsche Bank Group, the Issuer or 
any officer, employee or associate of them accepts any liability (whether arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage whether direct, indirect, consequential or 
otherwise suffered by the recipient of this document or any other person.  

The views expressed in this document constitute Deutsche Bank AG or its affiliates’ judgment at the time of issue and are subject to change.  This document is only for professional investors.  This document was prepared without regard to the 
specific objectives, financial situation or needs of any particular person who may receive it.  No further distribution is allowed without prior written consent of the Issuer.

An investment in real estate involves a high degree of risk and is suitable only for sophisticated investors who can bear substantial investment losses.  The value of shares/units and their derived income may fall as well as rise.  Past performance or 
any prediction or forecast is not indicative of future results.

The forecasts provided are based upon our opinion of the market as at this date and are subject to change, dependent on future changes in the market. Any prediction, projection or forecast on the economy, stock market, bond market or the 
economic trends of the markets is not necessarily indicative of the future or likely performance.

For Investors in the United Kingdom:  Issued in the United Kingdom by RREEF Limited or RREEF Global Advisers Limited of One Appold Street, London, EC2A 2UU. Authorised and regulated by the Financial Services Authority. This document is a 
“non-retail communication” within the meaning of the FSA’s Rules and is directed only at persons satisfying the FSA’s client categorisation criteria for an eligible counterparty or a professional client. This document is not intended for and should not 
be relied upon by a retail client.

When making an investment decision, potential investors should rely solely on the final documentation relating to the investment or service and not the information contained herein. The investments or services mentioned herein may not be 
appropriate for all investors and before entering into any transaction you should take steps to ensure that you fully understand the transaction and have made an independent assessment of the appropriateness of the transaction in the light of your 
own objectives and circumstances, including the possible risks and benefits of entering into such transaction. You should also consider seeking advice from your own advisers in making this assessment. If you decide to enter into a transaction with 
us you do so in reliance on your own judgment.

For Investors in Australia:  In Australia, Issued by Deutsche Asset Management (Australia) Limited (ABN 63 116 232 154), holder of an Australian Financial Services License. An investment with Deutsche Asset Management is not a deposit with or 
any other type of liability of Deutsche Bank AG ARBN 064 165 162, Deutsche Asset Management (Australia) Limited or any other member of the Deutsche Bank AG Group. The capital value of and performance of an investment with Deutsche 
Asset Management is not guaranteed by Deutsche Bank AG, Deutsche Asset Management (Australia) Limited or any other member of the Deutsche Bank Group. Investments are subject to investment risk, including possible delays in repayment 
and loss of income and principal invested.

For Investors in Hong Kong:  Interests in the funds may not be offered or sold in Hong Kong or other jurisdictions, by means of an advertisement, invitation or any other document, other than to Professional Investors or in circumstances that do not 
constitute an offering to the public. This document is therefore for the use of Professional Investors only and as such, is not approved under the Securities and Futures Ordinance (SFO) or the Companies Ordinance and shall not be distributed to 
non-Professional Investors in Hong Kong or to anyone in any other jurisdiction in which such distribution is not authorised. For the purposes of this statement, a Professional investor is defined under the SFO.

For Investors in Canada:  The Fund has not filed a prospectus with any securities commission or similar authority in Canada in respect of the Interests and accordingly, the Interests are not qualified for sale in Canada and may not be offered or sold 
directly or indirectly in Canada except pursuant to an exemption from the prospectus and registration requirements of Canadian securities laws.  The offering of Interests in Canada is being made solely by the private placement memorandum (the 
"Memorandum") and no person has been authorized to give any information or to make any representation other than those contained in the Memorandum.  No securities commission or similar authority in Canada has reviewed or in any way 
passed upon this document or the merits of the Interests, and any representation to the contrary is an offense.  This document is not, and under no circumstances is to be construed as, an advertisement or a public offering of the Interests in 
Canada.  The information contained in this document is furnished on a confidential basis to prospective investors solely to enable prospective investors to evaluate the Interests.  By accepting delivery of this document, prospective investors agree 
that that they will not transmit, reproduce or otherwise make this document, or any information contained in it, available to any other person (other than those persons, if any, retained by a prospective purchaser to advise such prospective purchaser 
with respect to the Interests) without the prior written consent of the Fund.  All dollar amounts in this document are expressed in U.S. dollars.  Fluctuations in the exchange rate between the U.S. dollar and the Canadian dollar will affect the 
Canadian dollar equivalent of the offering price of the Interests and the financial information contained herein.  In addition, the financial information contained herein has not been prepared in accordance with Canadian generally accepted 
accounting principles.
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