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The National Economy
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The Grief Cycle: Consumer & Business Confidence

» Shock stage: Initial paralysis at hearing the bad news

Denial stage: Trying to avoid the inevitable

Anger stage: Frustrated outpouring of bottled-up emotion

Bargaining stage: Seeking in vain for a way out
Depression stage: Final realization of the inevitable
Testing stage: Seeking realistic solutions
Acceptance stage: Finally finding the way forward

. Source: Elizabeth Kiibler-Ross.
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2008: What a Year GROUP LLC

“Only two positions out there: cash and fetal”

Recession in full swing, but many market players
were denial

What went wrong?

3 major problems: housing prices, credit markets
& consumer confidence/spending

What’s next?
Where is the bottom
Recovery will come, but when?




It Could Be Worse.. ..
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How Bad Is This Recession? Number of Months, By CoNsuLTING
Recession Starting Month: Aug. 1929 — Dec. 2007* |

50

43 The current recession will 2nd
40 longest since Great Depression if it
lasts through May.

30 13 mos. is average

11 1o 3 10 11 I I l
b?’ <o°’ & foQ bq /\’b o
?“\\9 ?9 Q % 3 QQ,

0
e
-
c
@)
=
(V-
@)
| -
()
0
=
-}
Z

Sarting Month & Year

"As of February 20089.
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And the Job Outlook?

IF YOU DONT GRADUATE
UNTIL 2010, WHYRE YOV
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Semiconductor Sector Index: 2/1995 — 2/2009 S

1,400 ~ Dot Com Bubble

1,200 - An early warning system -
essential in electronic
1,000 - technology. Computers,
mobile phones, DVDs
2007-08
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2009 Construction Outlook [EEsTRERO
Overall U.S. Construction Starts Forecast Declines ==
2009 vs. 2008

“The level of construction starts in 2009 is expected
. to decline 7%, to $515 billion, following a 12%b
5% decline predicted for 2008”
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S&P / Case-Shiller Housing Price Index M
Select Southwestern U.S. MSAs: 11/2000 — 11/2008

300 ~

_ NV-Las Vegas
LV- 3" Biggest

Bubble, at least we
weren’t #1 AZ-Phoenix

CA-Los Angeles

CA-San Diego

CO-Denver

Composite-20

Source: Standard and Poors.




But the news isn’t all bad . ..
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U.S. Personal Savings Rate as % of Disposable Incom
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12/1990 — 12/2008
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Savings going up, because

consumers are scared December 2008:
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U.S. Average Crude Oil Spot Price / Barrel CONSULTING
2/1987 — 2/2009
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The Clark County & Nevada
Economies
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Clark County & U.S. Unemployment Rates NG
12/2000 — 12/2008

Clark County
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McCarran Annual Passengers [Group T1c
1990 — 2007, & 2008 (YTD November)

55 -

Sustainable Capacity (post expansion): 53 Million
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Resort Industry Investment: Will They Come? IS
2008 — 2010 & Undetermined

$40 7

$27.1 B (currently under construction)
$35 A =26,400 additional rooms

*66,100 new jobs (direct, indirect &
# induced) Wynn Resorts
«$2.9B of additional annual wages Towers

$25 Las Palmas

Plaza Hotel

$20 - Palazzo Sands Expo

Encore Expansion

$15 1 Planet
Trump Hollywood Southern

Aliante Highlands

$10 M Resort Casino

Cosmopolitan
Palms Place Fontainebleau Ultimate

Crown Plaza Sports
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Viva Station
$16.5 . $31.8

2010 Undetermined

. Source: Las Vegas Convention & Visitors Author/Oty
. - Current as of October 10th, 2008




Clark County Gaming Coin-In Per Slot M
Statistical Count, 10/1990 — 10/2008

80,000 -

Measures amount gross slot play
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Oct. 2008 = 63,000
(-13.4% growth over Oct. 2007)

Source: Nevada Gaming & Control Board.
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Clark County Gaming Drop Per Game & Table CONSULTING
Statistical Count, 10/1990 — 10/2008

650,000 -

Oct. 2008 = 419,400
(-2.3% growth over Oct. 2007)
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2009 — 2020 CAGR:
Sources: Nevada DETR, BLS, RCG.
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1990 — 2008 CAGR:
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2009 — 2020 CAGR:

Source: Nevada State Demographer.

2009 — 2020 A
575,800
(52,300/yr)
% - 28.3

1990 — 770,300
2008 — 1,967,700
1990 — 2008 CAGR:

2,500,000 { (66,500/yr)
2020 — 2,612,400
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Clark County Taxable Sales Growth Rate |GRouP LLC
11/1990 — 11/2008

30% 1
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Are We Diversifying? Major Job Sectors [EESTREED
1990, 2000 & YTD 2008 [GrouP Lic

100% E Leisure & Hosp.

B Trade, Trans. & Util.

B Prof. & Bus., Financial and
Inform.

Bl Construction
B Government
E Educ. & Health
B Manufacturing

2008 B Other Services

Note: Resources & Mining makes up less than 0.1% of employment.
_ Source: Nevada-Department of Employment, Training & Rehabilitation.
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# of Clark County Unemployment Claims CONSULTING
12/2000 — 12/2008 (12-Mo. Annualized Totals)

J0,0005 Dec. 2008:

2001-2002 88,072 claims
80,000 - Recession

70,000 - What goes up must

come down, but when?
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Source Ne vada Department of Emp/o yment Training and Rehab///tatlon
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Clark County Median Family Income Reported [RESTREPO

vs. Inflation-Adjusted (in 1995 $): GROUP LLC
Q3, 1995 — Q3, 2008
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— Reported $63.900
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Las Vegas Cost of Living Index CONSULTING
Q4, 2008

GROUP LLC

Cost of Living Grocery | Housing | Utilities . | Health
Index Items Care

Las Vegas, NV

LV is almost 8% Higher than National Metro Area Average of 100

- Source' The Council for Commun/'ty & Economic Research.
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The Real Estate Markets
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The Residential Market




Clark County Residential Units Permitted [RESTREPO

CONSULTING

Single Family & Multi-family |GroUP LLC
12/1990 — 12/2008 (12-mo. annualized totals)

Dec. 2008 units: 12,394
(SF: 5,739 & MF: 6,655)

60,000 A
Last time this low: 12/92
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Clark County Housing Opportunity Index [RESTREPO
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Q3, 1991 — Q3, 2008 * GROUF LLC

90 -
60.6%6 of homes were
80 A attainable in Q3, 2008.
20 - Close to Q4, 1995

60 -
50

40 A
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20 -

Q4, 2006 Peak of
Bubble—13% —
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" *Index values were not available in Q2, 2002 to Q3, 2003.
Sources Naﬁona/Assoaat/on of Home BU//ders We//s Fargo
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The Commercial Markets




Anchored Retail Market
Q4, 2008 Snapshot
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Las Vegas Valley

Inventory

42.0 M sf

Vacancy Rate

5.8%0

Rent $PSF

$2.04

Net Absorption (past 4 Q)

1.0 M sf

Completions (past 4 Q)

2.2 M sf

Under Construction

2.4 M sf

Planned

2.0 M sf
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Valley Anchored Retail Vacancy [Group T1c
Q4, 2003 — Q4, 2008

7% i
Becoming less supply-

. Q\®
S
- constrained, but what e

Is the impact on %'

5% unanchored market?

4%
3%
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1%
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- Sources: Resz‘repo G‘onsu/{/ng Group, Colliers International.
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Industrial Market CROUP LG
Q4, 2008 Snapshot

Las Vegas Valley
Inventory 104.7 M sf

Vacancy Rate 10.7%0
Rent $PSF $0.73
Net Absorption (past 4 Q) -813,889 sf
Completions (past 4 Q) 4.4 M st
Under Construction 1.1 M sf
Planned 2.7 M st
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Q4, 2003 — Q4, 2008 GROUP LLC

Valley Industrial Vacancy RESTREPO|

12% o
Also becoming less 6\0\9*
supply-constrained, but  o°
we better watch as it ¢
rise above 10%o ’
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For-Lease Office Market
Q4, 2008 Snapshot
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Las Vegas Valley

Inventory

39.0 M sf

Vacancy Rate

18.7%0

Rent $PSF

$2.40

Net Absorption (past 4 Q)

-1.2 M sf

Completions (past 4 Q)

1.6 M sf

Under Construction

1.4 M sf

Planned

340,800 sf
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Valley For-Lease Office Vacancy [Group T1c
Q4, 2003 — Q4, 2008

This is what a tenant-market
looks like

NSRS IR IR Ry
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- Sources: Restrepo Consulting Group; Colliers International.
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Years of Supply |GrowP LLC
Existing Vacant & Under-Construction

14,000,000

12,000,000 -

10,000,000

8,000,000

6,000,000

4,000,000 -
2,000,000

Industrial Retalil
Market Market

W Vacant Inventory B 16-Qtr Absp
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The Causes




Irrational Exuberance: “Chain of Blame

v Real Estate Industry
v Valley Boosters Gone Wild
v Analysts Turned Cheerleaders

v Media Drinking the Kool-Aid

v Lenders = “Easy Credit” Drug Pushers

v Buyers & Sellers, & last but least

v  ALL OF US
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0 What’s Next?
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What will Southern Nevada Recovery Look Like?  [crourtic

2.0r ... This?
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In Conclusion CONSULTING
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RECESSION IS HERE
> Flat is the new “up” cycle
» Consumer weakness will continue until 2011
» Business investment will also lag
» EXxports are not enough
» Nevada budget to get worse
WHAT KIND OF RECESSION?
» Bad, but NOT a depression
» Economic recovery in early-2011
» Sustained housing recovery in 2012
DON’T PANIC
» Recovery is inevitable if delayed
» Fire sales will create opportunities — patience is key
» Low home prices are good for Nevada in long run
» In desperate times comes real change: Real fiscal

= <tl e EATLLS 50T Source:-Adapted from Chris Thornberg
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For More Information

Contact:

John Restrepo
702-967-3188

jrestrepo@rcgl.com
www.rcgl.com
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