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The cyclical nature of real
estate creates opportunities
for those who know how to
find them.

ExECutivE SuMMary
We recently spoke to Jim Corl, who manages Siguler Guff’s
distressed commercial real estate strategy, about the historic
opportunities he sees in the market and how he pursues them.
According to Jim, many commercial real estate investors
fundamentally misunderstand both the opportunities and the risks
in today’s market. The commercial real estate veteran believes
many investors presume that the most attractive opportunities
to generate returns lie in the difference between the price of one
asset and the price of another, while overlooking the way the
highly cyclical nature of real estate markets creates opportunities
for those who know how to find them. As flows of investment
capital shift toward or away from specific types of commercial
real estate assets over time, he says, opportunistic investors are
able to take advantage of the arbitrage opportunity between the
valuation of a property at the bottom of the market cycle and the
value of that property at the top of that same cycle. While most
investors seek increasingly expensive “core” assets in a handful of
locations, they often overlook the opportunities offered by under
priced properties in recovering markets elsewhere.
QUESTION: What is the competitive advantage Siguler Guff brings to identifying
and capturing distressed real estate opportunities?
JIM CORL: We are investors, not money managers, so the starting point for us is finding
mispriced silos of opportunity and managers with expertise in a certain silo, the
perspective on valuation discipline and the ability to identify a sell opportunity. This is
“high-conviction investing” and we focus on sell discipline. We believe you can time the
market and can tell if you’re closer to the bottom or the top. The bottom of the cycle is
when you should buy, but you should also be willing to sell at the top of the cycle.
We also have greater flexibility than other managers when structuring investments.
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Our distinctive attribute is looking across a broad universe of opportunities for
attractive valuations and working with managers who are experts in their area of
the market. Many of these kinds of distressed opportunities are not being actively
marketed, so deep knowledge of local markets is invaluable.
QUESTION: What distinguishes your approach?

The market has overlearned
the focus on location.

JIM CORL: We focus on getting the vintage right and selecting managers who have
sell discipline. When we consider managers, we look at what they were doing at the
peak of the last market cycle. Given my experience in the industry, I know the industry’s
successful investors and operators, and I understand their behavior over cycles and
whether they have the discipline to sell when others are continuing to buy.
Traditional commercial real estate opportunity funds seek to be a mile wide and an
inch deep. We want to be a mile wide and a mile deep. We want to look at everything
and understand all of the different silos of real estate in order to find where real
estate is trading the most cheaply. We recognize we cannot build a team of the best
buyers of everything so we harness the alpha-generating skills of the best operators
in each of these silos of opportunity.
QUESTION: you’ve been covering commercial real estate your entire career. how
would you describe the market now compared with similar points in time during
previous cycles?
JIM CORL: In the 1990 s, the barriers to entry were raising capital. Once you raised your
capital, all the deals were all in one place. The federal government had the Resolution
Trust Company which was a clearing house. If you had money you went there, loaded up
your shopping cart and walked out. These days, the money is out there, though it’s still
hard to raise. The challenge today is that the places where there is distress are hidden
and finding them requires a bottom-up approach. To find those opportunities, you need
a local sharpshooter operator who can identify the opportunities and the distress and
who knows the markets, the owners and the lenders.
QUESTION: What factors are creating those opportunities?
JIM CORL: The opportunities are created by the cyclical nature of the marketplace and
what I call “axes of inefficiency.” Everyone knows the old saying of “location, location,
location,” but for my approach it is better to think in terms of “timing, timing, timing.”
Finding opportunities requires knowing where we are in the cycle and anticipating
where flows of investment capital will go in the future. Simply buying the “best” or
most sought-after, most expensive location, is like the “buy and hold” theory in the
stock market. It really doesn’t work anymore due to reasons of structural change and
intellectual evolution. A strategy based on buying prime locations worked fine when
markets were less efficient. Twenty-five years ago before REITS and the CMBS market,
you could buy a building in downtown Indianapolis at a 9 percent cap rate, or yield, and
one in New York at an 8 percent yield. Those valuations didn’t make sense because they
didn’t reflect that historically rents have grown 3 percent more per year in New York
than in Indianapolis. Today, the Indianapolis building trades at a 9 percent yield
while the New York building trades at roughly 4 percent. That shows that the market
has overlearned the focus on location. As a result, buying the “best” locations at the
wrong time raises your risk of paying too much and losing lots of money very quickly
when the market turns.

Why Co MME r C ial rE al E S tat E
i nv E S t or S Shoul D t hink t i M in G ,
t i M in G , t i M in G // 3

QUESTION: So what drives the market cycle in your view?
JIM CORL: Real estate markets are now plugged into the debt and equity markets and
real estate asset values are driven less by rents and supply and demand and more by
capital flows. That kind of information that used to be hard to come by has become a
commodity. It’s all free on the Internet. Because everybody has that same information,
those who make investment decisions based on it all end up chasing the same types
of assets in the same handful of locations. The flows of these investors’ capital
toward one section of the market is what pushes prices up there and the lack of
capital flowing toward other market sectors helps push prices down in those areas.
Right now, three-quarters of the money is chasing one-quarter of the assets which
traditional money managers view as core properties. We want to be in areas of the
market where one-quarter of the money is chasing three-quarters of the assets.
QUESTION: So how do you find those inefficiencies that you mention?
JIM CORL: Smaller assets are more likely to be priced inefficiently than bigger, more
expensive ones, so size is one thing we consider. Big investors devote lots of capital
and intellectual firepower to efficiently valuing $75 million transactions, for example.
Inefficiency relates to size. Smaller assets are mispriced because the big top-down
investors are not oriented toward seeking these types of opportunities. You need to look
away from the large deals to find the places where real estate is trading most cheaply.
Finding cheap assets is only part of our strategy, though. In this cycle, arbitrage
opportunities involve buying things that those who are buying core assets will want to buy
a couple of years down the road. Doing that successfully means you need to understand
where capital is going to be flowing in the future. Today, core investors are more influenced
by fear than greed. They are still huddled in places like New York, Washington, D.C.,
and Boston but they are realizing they need to look elsewhere as prices rise and
inventory shrinks in those markets. In a year or two they’ll start to consider places such
as Atlanta where we’ve bought properties that are being leased up. Another axis of
inefficiency is warehouses in the southeast right now. We’ve moved into opportunities
in southern warehouses with a manager who has both sell discipline and experience.
QUESTION: So you’re anticipating that the range of assets that core investors will
want is set to expand in the future. Doesn’t investing in these assets while they are
seen as non-core pose a lot of risk?
JIM CORL: We think differently about risk than many investors, but that doesn’t mean
we overlook risk. Many investors fundamentally misperceive the risks that are out
there right now. They’re avoiding the risks that hurt last time such as liquidity risks
and leasing risk, but they’re not always paying attention to valuation risk. We view
valuation risk as very real and leasing risk as not as severe, by comparison. Most people
investing now were scarred by their investments from 2005 to 2007 and are therefore
very risk averse. Today’s fear is driving people to seek core properties because they fear
illiquidity. That is why they’re investing in only a handful of top markets where everyone
feels safe because they’re comfortable knowing other buyers are interested. That
view of risk makes sense if you look backward at the 2009 pricing shock but it doesn’t
protect you from the risk of paying too much.

Today, core investors are
more influenced by fear
than greed.
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QUESTION: What do you expect will cause the cycle to advance and capital flows to
start moving toward some of the areas of the market where you are operating now?

At some point the core
buyers’ fear of missing out
will overtake the fear that’s
in the market now.

JIM CORL: At some point the core buyers’ fear of missing out will overtake the fear
that’s in the market now. Remember that the non-core assets I’m talking about are
still historically good-performing assets. We want good quality buildings that core
buyers will pay 17 to 20 times EBITDA for when cash flows stabilize in the future.
The process of recovery is already underway in places like Houston where growth
is further along thanks to recovery in the energy sector and the city is beginning to
attract core capital. Larger central business districts with the right stabilized cash
flow and growth profile, like Buckhead and midtown in Atlanta, are beginning to attract
core buyers.
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This article is for informational purposes only and is not an offer, solicitation or recommendation to purchase
or sell any securities or partnership interests of any investment fund managed by or affiliated with Siguler Guff
Advisers, LLC (“Siguler Guff”) This Presentation does not present a full or balanced description of any Fund,
and should not be used as the exclusive basis for an investment decision. Any reproduction or distribution of
this article, or any information contained herein, is prohibited. This Presentation may contain performance
information. Past performance does not guarantee future results, and no representation or warranty, express
or implied, is made regarding future performance. This article contains certain statements, estimates and
projections that are “forward-looking statements.” All statements other than statements of historical fact in
this Presentation are forward-looking statements and include statements and assumptions relating to the
following: plans and objectives of management for future operations or economic performance; conclusions
and projections about current and future economic and political trends and conditions; and projected financial
results and results of operations. These statements can generally be identified by the use of forward-looking
terminology, including “may,” “believe,” “will,” “expect,” “anticipate,” “estimate,” “continue,” “rankings” or other
similar words. Siguler Guff does not make any representations or warranties (express or implied) about the
accuracy of such forward-looking statements. Readers are cautioned that actual results of an investment could
differ materially from forward-looking statements or the prior or projected results of the Funds. Readers of this
article are cautioned not to place undue reliance on forward-looking statements.
This Presentation may include footnotes or endnotes which, if included, are an integral part of this
Presentation and should be read in their entirety. Any sale of securities in Canada will be effected through
an affiliated broker dealer.

BNY Mellon Investment Management is one of the world’s leading investment management organizations and one of the
top U.S. wealth managers, encompassing BNY Mellon’s affiliated investment management firms, wealth management
organization and global distribution companies. BNY Mellon is the corporate brand of The Bank of New York Mellon
Corporation and may also be used as a generic term to reference the Corporation as a whole or its various subsidiaries
generally. • The statements and opinions expressed in this document are those of the authors as of the date of the article,
are subject to change as economic and market conditions dictate, and do not necessarily represent the views of BNY
Mellon, BNY Mellon Asset Management International or any of their respective affiliates. This document is of general
nature, does not constitute legal, tax, accounting or other professional counsel or investment advice, is not predictive of
future performance, and should not be construed as an offer to sell or a solicitation to buy any security or make an offer
where otherwise unlawful. The information has been provided without taking into account the investment objective,
financial situation or needs of any particular person. BNY Mellon Asset Management International Limited and its
affiliates are not responsible for any subsequent investment advice given based on the information supplied.
Past performance is not a guide to future performance. The value of investments and the income from them is not
guaranteed and can fall as well as rise due to stock market and currency movements. When you sell your investment
you may get back less than you originally invested. • While the information in this document is not intended to
be investment advice, it may be deemed a financial promotion in non-U.S. jurisdictions. Accordingly, where this
document is used or distributed in any non-U.S. jurisdiction, the information provided is for use by professional and
wholesale investors only and not for onward distribution to, or to be relied upon by, retail investors. • Products or
services described in this document are provided by BNY Mellon, its subsidiaries, affiliates or related companies
and may be provided in various countries by one or more of these companies where authorized and regulated as
required within each jurisdiction. Not all products and services are offered at all locations. This document may not be
distributed or used for the purpose of offers or solicitations in any jurisdiction or in any circumstances in which
such offers or solicitations are unlawful or not authorized, or where there would be, by virtue of such distribution,
new or additional registration requirements. Persons into whose possession this document comes are required to
inform themselves about and to observe any restrictions that apply to the distribution of this document in their
jurisdiction. The investment products and services mentioned here are not insured by the FDIC (or any other state
or federal agency), are not deposits of or guaranteed by any bank, and may lose value. • This document should
not be published in hard copy, electronic form, via the web or in any other medium accessible to the public, unless
authorized by BNY Mellon Investment Management International Limited.
In Australia, this document is issued by BNY Mellon Investment Management Australia Ltd (ABN 56 102 482 815,
AFS License No. 227865) located at Level 6, 7 Macquarie Place, Sydney, NSW 2000. Authorized and regulated
by the Australian Securities & Investments Commission. • In Brazil, this document is issued by BNY Mellon
Serviços Financeiros DTVM S.A., Av. Presidente Wilson, 231, 11th floor, Rio de Janeiro, RJ, Brazil, CEP 20030-905.
BNY Mellon Serviços Financeiros DTVM S.A. is a Financial Institution, duly authorized by the Brazilian Central Bank
to provide securities distribution and by the Brazilian Securities and Exchange Commission (CVM) to provide securities
portfolio managing services under Declaratory Act No. 4.620, issued on December 19, 1997. • Securities in Canada
are offered through BNY Mellon Asset Management Canada Ltd., registered as a Portfolio Manager and Exempt
Market Dealer in all provinces and territories of Canada, and as an Investment Fund Manager in Ontario. • In
Dubai, United Arab Emirates, this document is issued by the Dubai branch of The Bank of New York Mellon, which
is regulated by the Dubai Financial Services Authority. This material is intended for Professional Clients only
and no other person should act upon it. • If this document is used or distributed in Hong Kong, it is issued by
BNY Mellon Investment Management Hong Kong Limited, whose business address is Level 18, Three Pacific
Place, 1 Queen’s Road East, Hong Kong. BNY Mellon Investment Management Hong Kong Limited is regulated by
the Hong Kong Securities and Futures Commission and its registered office is at 6th floor, Alexandra House,
18 Chater Road, Central, Hong Kong. • In Japan, this document is issued by BNY Mellon Asset Management Japan
Limited, Marunouchi Trust Tower Main Building, 1-8-3 Marunouchi Chiyoda-ku, Tokyo 100-0005, Japan. BNY Mellon
Asset Management Japan Limited is a Financial Instruments Business Operator with license no 406 (Kinsho) at
the Commissioner of Kanto Local Finance Bureau and is a Member of the Investment Trusts Association, Japan
and Japan Securities Investment Advisers Association. • In Korea, this document is issued by BNY Mellon AM Korea
The Alcentra Group
Limited for presentation to professional investors. BNY Mellon AM Korea Limited, 29F One IFC, 10 Gukegeumyung-ro,
ARX Investimentos Ltda
Yeongdeungpo-gu, Seoul, 150-945, Korea. Regulated by the Financial Supervisory Service. • In Singapore, this
BNY Mellon Cash Investment Strategies
document is issued by The Bank of New York Mellon, Singapore Branch for presentation to accredited investors,
BNY Mellon Western Fund Management
institutional investors and family offices that are expert investors as defined under the Securities and Futures Act.
Company Limited
The Bank of New York Mellon, Singapore Branch, One Temasek Avenue, #02-01 Millenia Tower, Singapore 039192.
Regulated by the Monetary Authority of Singapore. • This document is issued in the UK and in mainland Europe, by
The Boston Company Asset Management, LLC
BNY Mellon Asset Management International Limited, 160 Queen Victoria Street, London EC4V 4LA. Registered in
CenterSquare Investment Management, Inc.
England No. 1118580. Authorized and regulated by the Financial Conduct Authority. • This document is issued in the
CenterSquare Investment Management Holdings, Inc.
United States by BNY Mellon Investment Management.
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BNY Mellon owns over 95% of the parent holding company of The Alcentra Group, which is comprised of the following
affiliated investment advisers: Alcentra, Ltd and Alcentra NY, LLC. • BNY Mellon Cash Investment Strategies is
a division of The Dreyfus Corporation. • BNY Mellon Western FMC, Insight Investment Management Limited and
Meriten Investment Management GmbH do not offer services in the U.S. This presentation does not constitute an offer
to sell, or a solicitation of an offer to purchase, any of the firms’ services or funds to any U.S. investor, or where otherwise
unlawful. • BNY Mellon Western Fund Management Company Limited is a joint venture between BNY Mellon (49%) and
China based Western Securities Company Ltd. (51%). The firm does not offer services outside of the People’s Republic
of China. • BNY Mellon owns 90% of The Boston Company Asset Management, LLC and the remainder is owned by
employees of the firm. • BNY Mellon owns a 19.9% minority interest in The Hamon Investment Group Pte Limited,
the parent company of Blackfriars Asset Management Limited and Hamon Asian Advisors Limited both of which offer
investment services in the U.S. • Services offered in the US, Canada and Australia by Pareto Investment Management
Limited under the Insight Pareto brand. • The Newton Group (“Newton”) is comprised of the following affiliated
companies: Newton Investment Management Limited, Newton Capital Management Limited (NCM Ltd), Newton Capital
Management LLC (NCM LLC), Newton International Investment Management Limited and Newton Fund Managers
(C.I.) Limited. NCM LLC personnel are supervised persons of NCM Ltd and NCM LLC does not provide investment
advice, all of which is conducted by NCM Ltd. Only NCM LLC and NCM Ltd offer services in the U.S. • BNY Mellon owns
a 20% interest in Siguler Guff & Company, LP and certain related entities (including Siguler Guff Advisers LLC). •
BNY Mellon Asset Management International Limited and any other BNY Mellon entity mentioned above are all
ultimately owned by BNY Mellon, unless otherwise noted.
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