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A Tutorial on Argus Portfolio Analysis

Background

Since most developers, investors and other parties actively involved in real estate have multiple
properties, portfolio analysis is one of the key elements of real estate finance. This is especially true
where a lender may be looking to the borrower for recourse debt, or where the portfolio assemblage has
some benefits whereby the whole becomes more than the sum of the parts. Periodically, investors will
look at alternative scenarios in assembling and holding real estate portfolios. The objective of this Primer
is to walk through some of the nuances of Argus as a portfolio analysis tool.
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Preliminary Step

File Organization

Create individual Property Files and put in a Target Directory. If you are doing multiple portfolios, you
may want to create a separate directory on the server for each team to use, if desired. Make sure that you
have stabilized the Argus runs for each property before the portfolio analysis. You should also formulate
a preliminary opinion regarding the merits of each property and the proceeds they may generate. In effect,
you are conducting a hold-sell on the properties that will be complemented by your analysis of how they
fit together and help achieve your client’s goals and objectives. It is possible a property that looks like a
sales candidate on its own, complements the other assets in terms of NOI growth, rent rolls, Tls and other
economics.

To begin explore your individual properties. Note that any mistakes in the individual properties will carry
over to the Portfolio. Thus, you should look at your individual Property runs to make sure the “make
sense.” This can be achieved by applying some basic checks such as:

e Cash Flow. Look at your Cash Flows; are they reasonable?

e Gross Revenue/SF. Since you have the SF of the building and the calculated Gross Revenue,
divide it by the total rentable SF; is it in the “ballpark™ given your averages rent?

e NOI/Value. Look at the NOI and divide it by your Cap Rate; is the value in line with your
expectations?

e Resale. Look at the resale summary. Does the Resale Amount relate to your assumed Value?
What is the IRR compared to your Cap Rate? Does it make sense?

e Detailed PV. Look at the details. Do the annual Cash Flows seem reasonable? Test against your
Cap Rate. Does the resale value align with your exit Cap Rate?

e Depreciation. Look at your depreciation schedule. Divide Building Value by useful life; is the
number right? Note that your treatment of Land may be an issue, since land is not depreciable.
Make sure you didn’t put the Land Value into the Property Purchase; Argus subtracts that amount
from the Cash Flow each year. Rather, put it in the Depreciation & Taxes sheet under Yield.

© JR DeLisle, Ph.D.
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Depreciation Schedule

@ Depreciation & Taxes [ ===
Mame Simple/Detail Method Uzeful Life | Amount - Basziz

1 Property Simple w | Straight Line - |31 3,600,000 -
i Capital Expenditures | Simple T MHare
Land Costs Siple [Mane
Hard Caosts Simple T MHane
1| Soft Costs Simple ~ [Mone
Debt Interest Sirnple T Mone
Leasing Commizsions - |MHaone
4 Tenant Improvements - |MHane

o .

Property Level Changes

If you made changes at the property level, they will be reflected in the Portfolio next time you open it and
run Reports. However, you should Run Property Level reports within the individual properties to make
sure they are recalculated. At the individual property level, look at this Report in the Detailed PV. This is

. Forthe Pv.of  the same report at the Portfolio Level.

Analyziz Year Annual Caszh Flow

Period Ending Caszh Flow (2 10.00%

fear 1 Feb-2009 $1,878,794 41,707,935

ear 2 Feb-2010 2,591,516 2,141,748

Year 3 Feb-2071 2,432 467 1,827 549

ear 4 Feb-2012 1,529,800 1.044,874

ear 5 Feb-2013 2,790,248 1.732524

ear B Feb-2074 1,875,791 1.058.835

ear ¥ Feb-2015 2,984,934 1,531,774

‘rear 8 Feb-201E 2,984,241 1.39217

ear 9 Feb-217 2,089,385 873,380

ear 10 Feb-2018 3,264,266 1.258.516

Total Cash Flow 24,391 502 14,569,366 Agaln do the numbers make Sense’)
Property Resale 44,057 711 20,407 245 !

Are they reasonable? Does the Resale
Toatal Property Present Yalue $34.976 611 approximately equal the NOI Capped
by your Exit Cap Rate?
Rounded to Thousands $34.977.000
Check these
Per SqFt 279,77
numbers; do theY\_/'
make

Percentage ¥alue Distribution

Agzured Income 1317

Prospective Income — 20.48%

Prozpective Property Fezale B8.38%

100.00%
2
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Case Study
Property Overview

This is a case study using two properties. Note that we use two properties --Eastlake Plaza and Global
Logistics-- which are named the same as the 2008 case, but have different inputs and assumptions.

Property 1: Eastlake Plaza

Property 2: Global Logistics

Property Information

Property Mame Eastlake Plaza

Property Type Office & Retail
Property Size 50,000

Average Occupancy 50.04%

Analysis Start March 2008

End Date February 2018
General Inflation 3.00%

General Vacancy Rate 0.00%

Credit & Collection Loss 0.00%

Revenues and Expenses $isqFt Amount

Migcellaneous Revenues -
Reimbursable Expenses -
Non-Reimburzable Expenses -

Capital Expenditures -

Rent Roll & Market Leasing ® Amount

Tenants 3 $851,574
Market Leasing Assumptions 1

Top 5 Tenants by Total Rent Suite Rent
Office 1 300 $557,500
Retail 1 301 $295,313
Retail 2 302 $6,306

Property Information

Present Value & Yield

Office 1 Global
Office 2 Global

950,000
600,000

Property Mame Global Logistics Unleveraged Discount Rate 10.00%

Property Type Office/industrial Unleveraged Present Value 517,484,086

Property Size 20,000 Leveraged Discount Rate 10.00%

Average Occupancy 100.00% Leveraged Present Value -

Analysis Start March 2008 Cap Rate §.50%

End Date February 2018 Calculated Resale 523,384,616

General Inflation 0.00% Purchase Price -

General Vacancy Rate 0.00% Unleveraged IRR -

Credit & Collection Loss 0.00% Direct Cap Value -
Revenues and Expenses $i5qFt Amount Cap Rate Matrix - Unleveraged

Mizcellanecus Revenues - Cap Rates PV @0.00% PV @0.00% PV @0.00%

Reimbursable Expenses -

Non-Reimbursable Expenses -

Capital Expenditures - Summary Cash Flow (Year 1) $/5qFt

Potential Gross Revenue __ s1838 _ §1,550,000

Rent Roll 8 Market Leasing —_—

Tenants 3 £1,550,000 Effective Gross Revenue 19.38 ﬂ

Market Leasing Assumptions 1 Net Operating Income T35 m
Top 5 Tenants by Total Rent Cash Flow Before Debt W m
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Create Portfolio

New File from Scratch. Navigate to Directory where you have individual files.

Name and Indicate Portfolio;

Property Description

Additional Data I
Property Description

Property Name:
Address:
Address2:

City:

State:

Country:
Portfalio:

Property Type:

Comments I
Timing I

Input Preferences |
Area Measures I

Output Preferences
Property Inflation

IJHD REF 2008 Part 41

|

!

ISeattI

IWA Jip: IH'E'IBE
|

I.JHD Port 4 V1

I Portfalio ;I

Assuming you are in the directory with your Property Files, you will see a listing of available ones.

Property Information

Property Mame
Property Type
Property Size
Average Occupancy
Anahysiz Start
Reporting Start

End Date

Portfolio Expenzes

JRD REF 2008 Port 41
Portfolio

1

March 2003

March 2008

February 2018
Pending

Scenario Calculation
Conzolidation Type

Property Selection
Selected Properties

Portfolio Selection

Mo Change

Property Cash Flows

All Properties

*Eastlake Plazal -
*Global Logistics1 -

© JR DelLisle, Ph.D.
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Under Portfolio Selection, you can pick what you want included from your directory.

Scenario Calculation | Congolidation Type Property Selection |Tenar|t Selection | Partner Selectig

Al Properties

Select all properties in the
\/ ﬂ )| cument directory.

Select the middle
option from the top
default; Selected
Properties. This is

where you will add

Select each property.

Selected Properties

and subtract

Set up conditions that must .
h be met for ARGLS to properties.
include the property.

Defined Range

[ Produce detailed revenues and expenses by Account Codes.

In this case, | selected both properties (there could have been variations in the number and/or scenarios).

Scenario Calculation | Consolidation Type  FrOpery election |Tenant Selection | Partner Selectid

Portfolio Property Selection

Available Properties: Included Properties:

EASTLAKE PLAZAT
GLOBAL LOGISTICS1

Include == < Exclude

© JR DeLisle, Ph.D.
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Specify Property/Portfolio Size

To consolidate, run Reports and Calculate composite size via Argus

=

1 1 [

Portfelio Area Warning

Portfolio property size is 1. Do you want to choose
another selection?

Portfalio Area Measures
(" |se Entered Property Size.

I:I {* i Jse Calculated Areal

| Total Office/Retail/Industrial |

[+ Display this waming in the futurs?

Select to use calculated area.

oK

Cancel

Help

Review Portfolio DCF and Schedules

Now, you can Run Reports and View Property Level (which is Portfolio Level)

5T
In Inflated Dollars for the Fiscal Year Beginning 3./1/2008
Year 1 Year 2 Year 3 Year 4

Far the Years Ending Feb-2009 Feb-2010 Feb-2011 Feb-2012
Gross Aevenue

Patertial Rental Revernue $2.487.824 $2,585.324 $2,593,688 $2.635.443

Abzorphion & Tumaover Wacancy [166,704)

Base Rent Abatements [B6.250) [37) [133,333)

Scheduled Base Rental Revenue 2.401.574 2,585,324 2,426,347 2502110

Retail Sales Percent Revenue 7.545 £.192 5,804 £.209
Total Gross Revenue 2409119 2591 516 2432751 2.508,319
Effective Gross Revenue 2409119 2591 516 2432791 2508319
Met Operating Income 2409119 2591 516 2432791 2508319
Leasing & Capital Costs

Tenant Improvements 225,000 153 563,000

Leasing Commissions 305,325 131 401,200
Total Leasing & Capital Costs 530,325 284 969,200
Cash Flow Before Debt Service $1,878.794 $2591 516 $2.432 467 $1.533,119
& Tazes

© JR DeLisle, Ph.D.
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Verify Correct Property Inputs

To check, look at individual Projects and explore the various DCF components. Make sure all
assumptions are reasonable as they will be masked at the portfolio level when aggregated.

Eastlake Plaza

Schedule Of Progpective Cash Flow
In Inflated Duollars for the Fiscal Year Beginning 3/1./2008
Year 1 Year 2 Year 3 Year 4
o the Years Ending Feb-2009 Feb-2010 Feb-2011 Feb-2012
P ial Gross B 7]
EBiase Rental Revenue $937.824 $1.035,324 $1.0035,354 $1.035.443
Abszorption & Tumover Wacancy [37]
Baze Fent Abaterments [B6.250) [37]
Scheduled Basze Rental Revenue 851,574 1.035.324 1.035.280 1.035.443 ]
Rietail Sales Percent Revenue 7.545 E.1592 5.804 E.209
[ otal Potential Gross Revenue 853,119 1.041.516 1.041.054 1.041.652 1
| ffective Gross Revenue 259,119 1.041.516 1.041.024 1.041.652 ]
Het Dperating Income 859119 1.041 516 1.041.084 1.041 652 ]
| eazing & Capital Costs ]
Tenant Improvements 225,000 163
Leasing Commissions 305,325 1
f otal Leasing & Capital Costs 530,325 284 ]
[azh Flow Before Debt Service $328.794 $1.041 516 $1.040,5800 $1.041.652 1
k Taxes =|
Global Office
Schedule Of Prospective Cash Flow
In Inflated Dollars for the Fiscal Year Beginning 3./1/2008
Year 1 Year 2 Year 3 Year 4
For the Years Ending Feb-2009 Feb-2010 Feb-2011 Feb-2012
Potential Gross Revenue 7]
Baze Rental Revenue 41,550,000 41,550,000 41,558,334 $1.600.000
Abzorption & Tumover Yacancy [16E.BE7)
Baze Rent Abatements [133.333)
Scheduled Baze Rental Revenue 1.550.000 1,550,000 1.291 BE7 1.46E BET7 ]
[Total Potential Gross Revenue 1.550.000 1,550,000 1.291 BE7 1.46E BET7 ]
E ffective Gross Revenue 1.550.000 1,550,000 1.291 BE7 1.46E BET7 ]
Het Dperating Income 1.550,000 1,550,000 1.391 EE7 1.4EE EE7 ]
Leasing & Capital Costs ]
Tenart Improvements 568,000
Leasing Commissions 401,200
[Total Leasing & Capital Costs 965,200 ]
Cazh Flow Before Debt Service 41,550,000 41,550,000 41,391,667 $497 467 ]
Ik Taxes =
7
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Portfolio Composition: Buy/Sell Impacts

If it works, you should have the consolidated = sum of Eastlake and Global. Now, you can work with
selling or disposing of the assets by modifying what’s in the portfolio.

Go Back to Portfolio, and Go to Select
mmmmmmmmmmﬁm—v

Portfolio Property Selection =23
Available Properties: Included Properies: oK
GLOBAL LOGISTICST EASTLAKE PLAZAT
Cancel
Help
Fi i [3 4 L 2
Include == |

[ Consolidate based on Percent of Property fems.

Notice, | Excluded Global Logistics. So, the “Portfolio” should be the Eastlake numbers alone:

Schedule Of Prospective Cash Flow
In Inflated Dollars for the Fiscal Year Beginning 3/1/2008
Year 1 Year 2 ear 3 Year 4

For the Y'ears Ending Feb-2009 Feb-2010 Feb-2011 Feb-2012
Gross Revenue

Patential Rental Revenue $937.824 $1.035,324 41,035,354 $1.035.443

Abzorption & Turmover Vacancy [37]

Base Rent Abatements [8E.250] [37)

Scheduled Base Rental Revenue 851.574 1.035.324 1.035.280 1.035.443

Fetail Sales Percent Revenue 7.545 £.192 5,804 £.203
Total Gross Revenue 859,119 1.041.516 1.041.084 1.041 852
Effective Gross Revenue 859,119 1.041.516 1.041.084 1.041 852
Met Operating Income 859,119 1,041 516 1,041,084 1.041 852
Leasing & Capital Costs

Tenant Improvements 225,000 153

Leasing Commissions 305,325 ki
Total Leasing & Capital Costs 530,325 284
Cash Flow Before Debt Service $328.794 $1.041.516 $1.040.800 $1.041 652
& Taxes

© JR DeLisle, Ph.D.
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Exporting/Consolidating in Excel

Overview

You can do a lot of portfolio modeling in Argus and generate reports and other support materials.
However, at some point you may want to pull into Excel which is a more portable format for sharing the
results, combining with other data, etc. In the commercially licensed version of Argus, you can EXPORT
any table a data. However, achieving the same functionality is a bit of “Eureka” in non-commercial
versions of Argus such as those available under its University program.

Alternatives for Non-Commercial Licensees (Argus University Program)

There are two basic options depending on your hardware settings, software and output needs. The first is
to Print to PDF. You do this by making sure you have an Adobe PDF print driver installed. The following
is a brief overview of how to get Argus into Adobe; a more complete step-by-step for Excel follows.

Adobe Print Option
8 3y
Print —— &lﬂ_hj
Printer
Name: e  HP Officejet 6500 E709n Series (Copy 1) -~
sis v “ || Find Printer...
Type:
Where: [ Print to file
Comment: ;mé Canon iP100 series (] Manual duplex
Page range —
oa |
() Current ) Use pulkdown menu to
) L : . = F =
) Pages: | 24 HP Officejet 6500 E705n Series highlight. If not installed,
go to www.adobe.com
Type pa ~ nd d od
ranges ! HP Officejet 5500 E709n Series {Copy 1) a OWniod
from 'H"I; % i
section, For example, type 1, 3, 5-12
or plsl, pls2, pls3—p8s3
Print what: |Document IEI Zoom
Print: All pages in range |Z| Pages per sheet: 1page IEI
Scale to paper size: | Mo Scaling |E|
COptions. .. QK ] [ Cancel ]
L

© JR DeLisle, Ph.D.
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Printing to PDF and Getting Data into Excel

Printing to PDF
Go back to Property File and Print to Adobe:
Navigate to your Directory with the files.

Tell it to Print to Adobe

Excel Option

Property Level Reports

Property Infd
Property Ma

¥ Scheduls of Cash Flaw from Operatiors

Property Ty|
Property Siz I | Individual Lean & Debt Semvice Summan
swerage O¢ | [¥ Sources & Uses of Capital - Cash Retumns
Analysiz St

Endl Date

I" Prospective Resale & IRF Summary

™| Scheduls of Expense Beimbursement Feverue

Options.. I

[Dptions..

[Dptions..

peent 2 x| ety
Dptiong..
General I £ }
Select Printer / I
1 1\ A v\a{
@ & < = |
Add Prinker jcrosoft WebEx Erirt.. |
Office-Dac... Dacum. .. = 4 H
K‘D\///;I Export... | -
. . - 7
Slatus.. Ready I Printtofile  Preferences | Ao, | [
Location: My Documents .
T Find Prirter.. | Close | g
—Pana Ran o &

Now, let’s get in Excel. Make sure you have Excel open and can toggle between Argus and Excel. Go

back to Eastlake and Print to Adobe:

Navigate to your Directory with the files.

, 2008Finance
. 2008Mtg
| Argus

m

. ArgusData
, CasesOut
. DCF
| Fisher
. Leasing2008
. Lectures
. Math —
. MathUdrive
. MindMap
. Organization
J ProbSets
. Projectl
J Project?
J Project3
J ArgusOut
. PortfolioGuide -

File name: [SE{ELCYERE
Save as type: | PDF files (*.PDF)

10
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I gEt thls 3 page OUtpUt ‘_3 Eastlake Plazal.pdf - Adobe Acrobat Professional
(thls |S part Of Page 1) File Edit View Document Comments Forms Tools Advanced Window Help
s Create PDF ~ El"l-_g Combine Files ~ @_l Export ~ (] Start Meeting ~ |ﬁ Secure ™ / Sign ~ |§—| Forms
oftware D ARGUS Wer. ARGUS 2007 (Build: 13000-G) E astlg
ile : Eagtlake Plazal =q
roperty Type @ Office & Retail
artfalio :
Schedule OfPro:
In Infiated Dollars for the Fi
ear 1 Year 2 Year 3 ear 4 Year 3
or the Years Ending Feb-2009 Feb-2010 Feb-2011 Feb-2012 Feh-2013
atential Gross Revenue
Base R ertal R everue $937,824  §1035324  §1035354  $1035443  §1,035443
Absorption & Turnover Wacancy (37
Base Rent Abatements (86,2500 (37
Scheduled Base R ental R everue 851,574 1,035,324 1,035,280 1,035 443 1,035 443
F etail Sales Percent Revenue 7545 6192 5,504 5,209 6442
atal P atertial Gross Revenue 859,119 1,041 516 1,041,084 1,041 552 1,041 585
flective Gross Revenue 859,119 1,041 516 1,041,084 1,041 552 1,041 585
et Operating Incom e 859,119 1,041 516 1,041,084 1,041 552 1,041 585
easing & Capital Costs
Tenant Im provements 225000 153
Leasing Commissions 305325 131
otal Leasing & Capital Costs 530,325 254
ash FlowBefore Debt Service $328794  $1 041516 §1,040800  F1.041 652 §1,041 585
Taxes
Pu" |nt0 Excel (S oftware DARGUS Yer ARGUS 2007 (Build: 13000-G) Eastlake Plaza
File : Eadlske Plazal Seatle,
Froperty Type  : Office & Retsil
F ortfolio
If your package does not have Schedule OFP rospertive Cash Flo
In Inflated Dollars for the Fiscal Year Beginni
export enabled, you can cut and Y1 vew2  vew3s  Yews  Yews ems
. Forthe Years Ending Feb-2009 Feb-2010 Feb-2011 Fekh-2012 Feb-2013 Feb-2014
paste to Excel using the mouse to b ool Grose Rovans
- - . Base Rental R evenue $937,824 $1.035324 1,035,354 1,035,443 $1.035 443 $1,105 591
- Ahzorption & Turnover Vacancy (37) (102,433)
hlgh“ght and then Copy via CTRL Base R et Abatem ents (86,250) (a7 (102438)
i Scheduled Base Rental Revenue 851,574 1035324 1,035,280 1,035 443 1,035 443 200 715
C' NOW’ toggle to Excel WhICh R etail Sales Percent Revenue 7545 6,192 5,604 6,209 G442 6E83 _
should be open (ALT-tab) and then  [retsiretentiai Gross Revenus BSOME _ IHISIE LGNS S e
opy trl+!
- E fiective Gross Revenue 859,119 10415168 1,041 _
- 2
pa‘Ste via CTRL-V. &t Operating Incam e 59118 _ 1041516 _ 1,041 o= SopyAsTable B
Legsing & Cepial Costs HEEVEA;TEME"
Tenant Improvements 225,000 — = i
Leasing Commissions 305,325 // % @ L TR S S £ _
Total Leasing & Capital Costs 530,325 / Select All Chrl+A
ash FlowBefors Dekt Servics $328,794 $1 041518 §1,040  Deselect Al Shift+Ctri+A
& Taxes i =
| Beplace Text (Comment)
I‘ Highlight Text (Comment)
Highlight I Add Note to Text (Comment)
the area of interest. )
P - Underline Text (Comment)
Right Click and
Open Table as Spreadsheet s T U (Eamm S
Add Bookmark Ctrl+B
Create Link

11
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Caveats

This approach will create some alignment issues due to spaces (parentheses), commas and other
“variables.” However, you can open several lines, one at a time and get them in clean.

» s
- Ininfiated C
Year 1 Year 2 Year 3 Year 4
of the Years Eneling Feb-2008 Feb-2010 Feb-2011 Feh-2012
dtential Gross Revenue
Baze R ental R evenue $937,824  §1,035324  §1,035354  F1 035443
Absorption & Turnover Vacancy (37
Base Rent Abhatements (86,250) (37 _
Scheduled Base Rental R evenue 851574 1,035,324 1,035 280 1,035 443
R etail Sales Percent Revenue 7,545 6,192 5,804 6208 _
otal P otertial Gross R evenue 859,119 1,041,516 1,041,064 1,041 G52
flective Gross Reverue 853,119 1,041,516 1,044,054 1,041 652 _
et Operating Incom e \ 859,119 1,041 516 1,044 054 1,041 652
easing & Capital Costs \
Tenant Im provemerts \ 225000 153
Leasing Commissions \ 305,325 131
\
otal Leasing & Capital Costs', 930,325 254 -
ash FlowBefore Debt Service | $328,?94.\ ¥1,041,518 $1,040,800 1,041 G52
Taxes Y =

\ \

% —

_} Home Insert Page Lay;;ut Formulas I%ata Review View Developer
1

/

(4

== ¥ Cut

j Times NEW,"Rum' 1 o~ | A AF = | = Wrap Text
3 Copy |
Eoste F Format Painter B I u-||E S A= = £=| | 5 Merge & Center
Clipboard Pl Font £l Alignment
FEE - A,
| Al s b3 ‘ p?ét Operating Income
A / B C D E F
1 |Cash Flow Before De}i;vt’ S 5328794 31041516 51040800 $1.041,652 $1.041.885
5 /
= | 2
3 |Net Overating Income 859.119 1041516  1.041.084  1.041.652  1.041.885

The choice in how you pull the data out is up to you. Extract, copy to Word, Key in by hand, etc.

Once you get the data in a manageable form, show your consolidated cash flows, values and other key
variables that you use in making your decision.

12
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Portfolio Analysis in Argus

Portfolio Hints

Timing

Property Description
For the individual properties, the timing will be AddtonsiDota | Comments | Input Preferances
different, depending on the assumptions fed into the Property Description Timng | Area Measures
Property Description, Timing inputs. Now, in the
Portfolio file, the Timing will dominate the Property 08
Inputs. As such, if a property life is shorter than the

. . . . eporting Sta e 3/08 -
portfolio, it will be automatically sold and the income Fieporing an Bet
and other values adjusted accordingly. Thus, rather Yearsto Report or End Date: 10
than being in or out, you can phase the sale of
properties.
Graphics

There are a number of graphs that you can generate in Argus at the portfolio level. The good news is they
didn’t disable the ClipBoard function, so you can enter that option and it will automatically put the image
in the clipboard and you can Paste it into Word.

While this can be helpful, you might

Annual Net Operatlng Income want to plot the individual properties to

4,000,000 show how the;_/ each contribute to the
overall portfolio.
3,000,000

2,000,000
1,000,000

0

2009 2011 2013 2015 2017
2010 2012 2014 2016 2018

13
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These are the built-in graph options.

j ARGUS Graph Selection

Annual Cash FIl:w'-. before Debt
Annual Resale before Deht

lUnleveraged Present Value Close
Percent Occupancy by Year
Distribution of PV Help

As an alternative, you might want to show the individual properties and then aggregate them. To that end,
open each file, run the Property Reports, Highlight the data of interest,

Portfolio Value

Under the Yield Menu, you can indicate the PV discount rates. Note that any inputs at the Portfolio Level
will override discount rates at the property level. That is, Argus will discount the Portfolio Aggregate cash
flows or other line items you specify.

Present Value Discounting To feed in different Cap rates for cash flow and
. Exit, use the options to the left. Note that you
| Discount Rate and ’“‘E‘t“"dli Present Value As O  [Advanced ' enter the cash flow Cap/Discount rate first, and

1'.|l then the Resale or Exit under the Advanced tab.
Llrktrﬂ%ed Dizcount Rates

Cash Flow Hate g | [

Resale Rate: Iﬂ*—_’— If you have component portfolios with different

timing, you must enter present value rate
overrides in the portfolio.

Leveraged Discount Rates

Cash Flow Rate: |'|[:I
Resale Rate: |1 0

Portfolio Scenarios

If you want to look at how various portfolios hold up under different situations, you can run some
Portfolio Scenarios. To do so, enter New on the Portfolio Scenarios screen. You can change three types of
inputs at the Portfolio level: property, market and inflation. Under Portfolio, Scenario, select New:

14
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Tutorial on Argus Portfolio-Level Analysis

Portfolio Scenario

Scenario: || [ Prirt Title
Apply To: [ =]
Propety | Maket | Infltion |
Cap Rate: | =] [Percent adiust =l
Vacancy Loss: | | [Percent adiust -
Credit Loss: | =|  |Percent adjust |

Cap Rate/Vacancy/Credit Loss/Year

You can enter different Cap Rates and other variables per year. To use the Cap Rate at the Portfolio level,

the individual property Resale Prices must be based on Cap Rates.

templates and place them in a subdirectory of your ARGUS directory called ™Template™. Each time you create a new file, you will be prompted to

Portfolio Scenario

Scenario: -
| T s pattern,

[==]

oK

Apply To: |N| j click on Detail under the
_ . Pull Down menu. Now Cancel
" Popety |  Maket |  inflon you can input Cap Rates Deta
’“:yﬂf" for each year. Q‘ -
IREMY IYR  Cap Rate: - Percent adjust -
aperty Siz _|_________ J | I J Help -
rerage Oc| Vacancy Loss: _—— '| j |Percerrt adust j "
lahyzis Sty ]
porting St e LDST' | j |Percerrt adjust j hoo
y Cap Rate /
- v
! For the Year Ending | Dec-2008 | Dec-2009 | Dec-20010 | Dec-2011 | Dec-2012 | Dec-2013 | Dec-2014 | Dec-2015 | Dec-201E
N | Adustrients: I:I
; . |
: e
|
15
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Tutorial on Argus Portfolio-Level Analysis

Detailed Vacancy Loss

The Portfolio level VVacancy Loss will only work on Properties with a Vacancy Loss indicated. Thus, you
should be careful to check to make sure you are getting the interactions you are seeking.

Portfolio Scenarios: Detailed Vacancy Loss

The detailed Yacancy Loss window allows vou to enter values that vary over time.

¥ Vacancy Loss

Farthe Year Endng | Dec-2005 | Dec-2006 | Dec-2007 | Dec-2008 | Dec-2008 | Dec-20010 | Dec-2011

Adjuztments: I:I

4 | b

Cancel Bdend Help

Enter the Vacancy Logs adjustment for each year. Yearz left blank will not be adjusted.

Enter the adjustments in the fields corresponding with the years in which they occur.

Market Leasing

i - Portfolio Scenari
While you are in the ortrolio scenario

Portfolio Scenario New,
you can click on the
Market Assumption Tab Apply To: | Al j
to get these options. Any
changes here will
override the Market
Leasing Assumptions on
the individual Properties. Market Rent: |

Scenario: | ™ Print Tile

Property Inflation |

Renewal %. | IPen::ent adjust

I Percent adjust

Manths Vacant: | IPer-:ent adjust

Tenant Improvements: | | Percent adjust

Leasing Commissions: | IPar.:ant adjust

Lol Lef Lef Led Ll Led

Rent Abatements: | IPer-:ent adjust
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Inflation

Portfolic Scenario

S | [~ Brrt Ttle
Apply To: INI
» RealPulze.net Property Inf |8
w in ARGUS? Property Na Propety | Market
ared Workspace Property Tyq Inflation Type
008 Portdwi Average Oc General Inflation
B Analysis Sta .
laza1 Mizcelaneous Revenues
L Reporting St - -
jistics1 End Date Eap|w
Bortfnln Exn | EANdAACquisition Costs - Method —
"

General Inflation

Far the rear Ending

Dec-200¥

Dec-2009 | Dec-2010 | Dec-2011 | Dec2012 | Dec2013 | Dec2014 | Dec

Adjustments:

el |

Multiple Scenarios

Cancel |

Enter the General Inflation adjustment for each year. “Years left blank will not be adjusted.

Portfolio Selection

Scenario Calculation

Consolidation Type I Property Selection I Tenant Selection | Partner Selection |

™ No Change

" Single Scenario

= Muttiple Scenarios

| ok |

Cancel I

Scenario Selection

Awvailable Scenarios:

" Master Scenarios

Included Scenarios:

Include == |

teckE M ew

Scenarios

and Named them, |Argus
will Run them pn

Calculation.
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Tutorial on Argus Portfolio-Level Analysis

Monte Carlo Simulations

Another option that you might want to “Play” with is the Monte Carlo. In effect, you enter min/max for
various items and Argus will input them at the Portfolio Level, overriding individual assumptions.

Purtfal'lo Selection
Scenario Caleulation || @an Type I Property Selection I Tenant Selection | Partner Selection I

" No Change *—-_._._‘_‘_‘k_‘_‘_‘_‘

" Single Scenario INo change v|
onte Carlo Simulation

~ Multiple Scenarios

- . - Nurnber of
Parameter Mirirn aimnumn Yariance Method D - Walues
I_ap Rate ~E 10 Percent Adjust ~ |Marmal Bel ~|5
arket Rent T 20 35 Percent Adjust T Mormal Bel t 5

= Morte Caro Discount Rate: IE
Number of Calculations: 25 Approximate Calculation Time: & minutes
Set number of values.
Impact Analysis

This is a powerful feature that can allow you to look at the “Impact” of changes in the following
variables. Assuming you enter them in the Scenario Calculation portion of Portfolio Selection, you can
isolate the Impact of individual Properties on those variables. To set this up, you must indicate some
Scenarios.

Portfolio Selection | ? =
Scenano Calculation lidation Type I Property Selection | Tenart Selection | Partner Selection o
Cancel
" No Change
E ey Detail...
: ¢~ Single Scenario Flo change ;I ’
: Help
£ Multiple Scenarios
J
. Impact Analysis \
1 -
Master Sce7uos Scenario ltem| ICap Rate ;I 3
n
7 Low: Iﬁ |°»° Adjust LI
: a
u o Impact Analysis High: IE iscount
T IE—
= " Monte Caro Increment: |.5
E
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Tutorial on Argus Portfolio-Level Analysis

These are the Variables you can set up for Impact analysis.

Impact Analysis

Scenario ftem: Cap Rate

Rate
) Vacancy Loss
Low: Credit Loss
Renewal Percentage
) Market Rent
High: Months Vacant
8

Increment: 5

Select the scenario tem to run the impact analysis.

Now, when you answer OK, it will automatically run your “scenario.” This may take several minutes,
depending on the number of Steps between the High Low. When it’s finished, it gives you the option of

looking a the Impact of the Cap Rate changes.

Statistical Reports [E2

Reports

_ /--_ — View
W Impact .Panah.'sisl (’______ y

Beport Selection i

EASTLAKE PLAZAI 0K
GLOBAL LOGISTICS1

lotal Lonsolidated Value
Cancel

did

Help

For The Ratez

rleveraged P Leveraged P

B.00% $12.467 A9z $12,467 ha2

Impact of Cap Rate B.5i0% $12.437.979 $12.437.979
on Eastlake 7.00% Eastlake $12.402.643 $12.408 643
7 hDE $12.379579 $12,373579

a.00% $12.380,785 $12,380,785

Mean 12408916 12,408 916

Standard Deviation 46,172 46,172

Minimum 12,360,785 12,350,785

M aximum 12 467 592 12 467 k52
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Tutorial on Argus Portfolio-Level Analysis

Far The Rates
Inlesveraged P Leveraged P
B.00% $22. 778,638 $22.778.638
B.50% $22.717 866 $22.717 566
Impact of Cap on Global 7.00% $22 657 662 $22.657 662
Logistics 7.50% $22,598.017 $22 598,017
2.00% $22 538,926 $22 528,926
Mean 22,508 222 22,508 222
Standard Deviation 34,755 34,755
Minimum 22,538 926 22538926
M aximum 22,778 638 22778638
On Portfolio
For The Rates Inleveraged
nleveraged P Leveraged P IRFA
B.00% 335,246,230 435,246,230 8.00%
B.A0% $35,155.845 $35,155.845 5.00%
7.00% $35.086.305 $35.086,305 a.00%
7.h0% 334,977 596 $34,977 596 8.00%
8.00% $34.885.711 $34.889.711 5.00%
Mean 38067137 38067137 8.00%
Standard Deviation 140,927 140927
Minimum 34,833,711 34,889,711 a.00%
M aximum 35,248,230 35,248,230 5003

Note. These changes don’t seem to reflect the swings in Cap Rates; I’ll have to check this out but wanted

to give you the option.

Property Level Inputs

As noted in earlier “tutorials,” at the portfolio level, Argus can work with Property Level inputs, or can
override those inputs. However, to work with Property Level inputs, you must make sure you have
activated or enabled them in the Property files. This is particularly true with respect to current valuation.
For example, at the Portfolio Level, you can indicate a Current Value or Portfolio Value that is the sum of

the Component Properties:
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Tutorial on Argus Portfolio-Level Analysis

fyinormation | Present Valuc & Vield i
by Name JRD REF 2008 Port 4V Unleveraged Discount Rate 10.00%
by Type Portfolio Unleveraged Prezent Value 535,318 483
by Size 130,000 Leveraged Dizcount Rate 10.00%
j& Occupancy 100.00% Leveraged Present Value -
is Start March 2008 | Purchase Price | 532,761,318
ing Start March 2008 C—-,, Unleveraged IRR 10.00%
te Portfolio Purchase Price : (|
o Exper ] ] $/5qFt § Amount
Price Options oK ETe.8 $2 580,063
o s ‘—'l - —aa
19.18 2,493,813
i Caley Cancel I
idation 1 " Purchase Price Overide: I "I
Detail.. | 19.18 2,493,813
ty Seled r ) — (4.08) (530,325)
-4 Propq Tatal Component Current Value for IRR Calculations - | SE10 51,963,488
Select this option to use the sum of all component prices as the purchase price.
=

In this example, | had two properties with a component value of $32.76 million.
Option 1. Purchase Price Override

In some cases, you may be looking at the portfolio assemblage value and want to add a premium on top of
the mere aggregation of the individual properties. To that end, you can enter a current value override in
terms of dollars by selecting the second option above.

:to RealPulse.net

Property Information Present Value & Yield I
1ew in ARGUS? Property Name JRD REF 2008 Port 4V1 Unlsveraged Discount Rate 10.00%
Shared Workspace Property Type Portfalio Unleveraged Present Value 535,318,493
‘ Portfolio Purchase Price =] Leveraged Discount Rate 10.00%
A Price Options Leveraged Present Value -
o Purchase Price so
" Sum of Component Pri Unleveraged IRR -
t: Cancel |
o| | @+ Purchase Price Ovenide:
Il Summary Cash Flow (Year 1) $iSqFt $ Amount
" Total lComponent Curent Value for IRR Calculations Total Gross Rw?””e $19.85 2,580,063
Enter $s or I Vacancy & Adjustments (0.66) (86,250}
Effective Gi R 19.18 2,493,813
i pulldown menu ective Gross Revenue I
. for detail, Then enter Net Operating Income 918 | 2493813
e individual values . Leasing & Capital Costs (4.08) (530,325)
Selected Propertiss \EASTLAKE P 1 P Cash Flow Before Debt §1510 _ §1,063488
*GLOBAL LOGISTICSA -
- ’
Portfolic Purchase Price
M ame .t-—-—"'ﬁ'cﬁ_liode r Amaunt itz Area Frequency % Fined Inflation | Adjust IRR Maokes
H - - - - - -
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Tutorial on Argus Portfolio-Level Analysis

Option 2. Total Component Current Value

To activate this option, you must
make sure you turned on Direct Cap
Current Value for IRR in the
individual properties. Go back and
look at these inputs under Purchase
Price.

Now Recalculate the Property

Present Value & Yield
ics Unleveraged Discount Rate
rial Unleveraged Present Value
Leveraged Discount Rate
Leveraged Present Value
Cap Rate
18 | Calculated Resale

Purchase Price

| Unlexeraged RR
DyZ:ItCapValue

Property Purcha#e Price & Current Value
Froperty Pupéhase Price

(& nitjal Amount:

| = Direct Cap Value 2s of Reporting Stat |

C—

" Direct Cap Value as of Analysis Stait

Reports for this asset and repeat for other asset(s).

Direct Capitalization

Capilalization Period
@& Fearbne,

€ Year Statingin
€ First 12 Morths

Morth

\Qash Flow to Capitalize

Net Operating Income

Commission as a Percent of Vallls

=
—
—
F

Select to captalize ear 1 of reporting

Now, go back to Portfolio and Run Property Level Reports (under reports). Once Run, you will get the

Portfolio IRR;:

Property Information

Present Value & Yield

Property Name JRD REF 2008 Port 4\/1 Unleveraged Discount Rate
Property Type Portfolio Unleveraged Present Value
Property Size 130,000 Leveraged Dizcount Rate
Average Occupancy 100.00% Leveraged Present Value
Analysiz Start March 2008 —— Purchase Price ————
Rel| Property Level Reports (=== |
En
o ~ Reports
o
— | ¥ Schedule of Cash Flow from Operations Options. ..
por i
sof | [T
Co ¥ Sources & Uses of Capital - Cash Retums Options...
Prq
e ¥ Prospective Besale & IRR Summary Options. .
-
v Prospective Present Value Summary Options. ..

-

10.00%
535,318 493
10.00%
— 530,157 465
11.19%

518.85 52,530,083

(0.85) (85,250}

19.18 2,493,813

19.18 2,493,813

(4.08) (530,325}

51510 51,953,488

In this case, the NOI capped values were different than the Current Value price. Again, you could have
inflated the individual property values from acquisition and selected the first option which would have

added up the values, inflated.
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