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Is The New Economy
Derailing Real Estate?

We needed "real world" answers to this, we needed them fast. The Discussion
Roundtable at Landplayers.com obliged with a fire hose of info...
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Dear Subscriber and Fellow Speculator:

Of all the potential boom-bustersfor real estate, only onedo | truly fear.

Us.

The last the thing we need is a healthy yet-to-peak market thrown suddenly into a downhill slide for no
other reason than someone said it was going to. Why it is we have such afondness for |etting perceptions
become our reality is beyond me, but something should be done about it.

| doubt this letter will have any impact on such foolishness, however some of these views could qualify
as debate material for the national election. The comments were harvested from real estate execs and high
net worth individuals on our website, Landplayers.com, so that the players, not the spectators, are doing the

talking. Here we go:

“In reality, some specific industries and/or services will be affected by the New Economy. For
example, | use the internet to make travel arrangements and often find | am able to customize
trips and save money in excess of traditional travel agencies. In effect, it is unlikely that this
service industry will be affected. The majority of other services will not likely be affected. For
example, during a recent purchase of a new vehicle, | used the internet to narrow down my
choices. However, | would never consider purchasing a vehicle over the net. | find the internet
another method of expanding advertising for business and to let potential clients know and
understand the services we provide. Very rarely are we engaged for services using the net.
With respect to the future, and real estate in particular, this new method of commerce will have
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limited impact on future demand but should be seen as a valuable tool in which prospective
clients can 1) find you, 2) use as a tool for narrowing choices, 3) use as a tool for gathering

information. Again, the key for real estate will continue to be location, location, location. Demand
and feasibility studies should be conducted prior to any major investment and/or developments”-

9—& Sherwood

“

'new econony won’'t derail real estate, but |ike the advent of the autonobile,
“')?)(V conput ers and professional sports, it will cause changes; those that adapt
W and capitalize on the changes will be the wi nners/survivors. Those that don’t

will go the way of the novie drive-ins (RIP), but even those owners in nany
cases made out |ike bandits because they sold the dirt to sonme nultifanmly
devel oper or retail center. Whil e online shopping continues to grow
significantly, people are still social animals and like to stroll the air
conditioned nall s every now and then. People still want to eat out rather than
cook at hone, and those businesses that use the internet exclusively wll
still need big distribution centers. There are even econmer ce of fi ce conpl exes

wired tothe hilt to provide the space for these online businesses. |If you | ook
at the neteoric rise and subsequent fall/shakeout of the dot cons recently,
you may think that just owning the dirt is safer in the |long run anyway. As
anyone who's invested in real estate over the | ast 15 years knows, it can have
its ups and painful downs, but in the long run it’s still a finite conmodity
and the population isn't getting any smaller. | just wish | were snmart enough
to figure out what conbination of retail/industrial/ecomerce site will rule
the day so | couldtell Heatley to go findit and get a group of us in that deal

qui ck! M ke, do you have the crystal ball?? For a nore t , anal yti cal
review of the inpact of ecommerce on retail dirt_.see ww. nmoodys. co t hen
sel ect “structured”, then hit “conmercial nortgage securl crol | \gown

for the article “CVMBS: The Inpact of the Internet on Retail Real Estatey”
Moody’'s is one of 3 national rating agencies that rates, anong other thing
securities backed by conmercial nortgages. The site is a little tough to
maneuver through, but the info is pretty sound.” --P. Sargent, Dallas

“I agree that the New Economy is our friend and that if speculators do what speculators
have always done, there could be a big problem. In the present situation, the best thing
to do is keep your eyes open, notice everything, analyze every bit and byte of data that
you can find. Of course a prayer might not hurt things either. Jim Rohn said that he
knew what the future held and in front of a very large group of people he offered to give
them this information. As they all waited with intense concentration and focus, he
said...”"Gentlemen, things are going to be in the future...the way they have always been.”
| think that sorta sums it up for me. Thanks for the free newsletter.”-- K. Barrett

Wy shoul d the new econony derail real estate? It appears that the broad stock
mar ket has al ready been the target of new econony i nvestors as noney has fl owed
out of small cap (and large caps with normal grow h rates) markets. Wile the
broad market has actually declined in the past two years carrying the REIT
mar ket down also, it does not seemto have stopped the rise of real estate
val ues. There does seemto be a definite trend currently for the hot spots in
the real estate market to becone overbuilt (Il ook at the S. H 121/ Preston Road
area for exanple). Dot comstartups are not going to disappear (at |east for
a while) even though the pace may slow down. They will need space. Even nore
so is that the suppliers to the internet will need additional space. The
internet will never go away though dot cons will come and go. Last time |
| ooked the popul ation was growi ng (just not as fast as it used to). Land is
not. Business is growi ng—tand availability is not. People do not have to have
stocks—there will always be a need for land. The market is finally beginning
to rise for REIT stocks. The new econony will only help.--R Hunter, Dallas
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“I see this new economy as very exciting. The new opportunities being created seem to me t
be developing more needs for space than are being phased out. For example, we have a retail
building in which a major regional telecommunications company is actually leasing expensive
retail space for a switching station. No people, no traffic, no parking used up, maximum rent
from a credit tenant — I love it! Bring me more! Thanks for your newsletter.” -- G Johnson

“Excessive Governnment and Fed I nterventionist policies are tanking the
new econonmy. On interest rates alone, does it nake sense to suddenly
i ncrease interest rates, amdst new cries of inflation fears, after
decades of trade deficits and low inflation, when we have an agi ng
consuner popul ation that will begin to decrease demand by the year 2007
(DENT 93)? Increasing unenpl oynent and putting people out of work is
unconsci onabl e. Redistribution of wealth fromthe high tech e-conmerce
sector back to the old econony investors is changing rules in the
m ddl e of the stream.. un-Anmerican... simlar to the Tax ReformAct of
1986. The trade gap will wden... higher US interest rates are
keeping the dollar strong versus other currencies, good for US im
ports, but very hard on recovering economes as their interest rates
rise and their inports are nore and nore expensive. Even U.S. consunp-
tionis slowing with respect to donestic goods, consunption of foreign
goods is also curtailed, jeopardizing the already weak recovery.”
I nvest nent House. Cony 06/07/00. W have anything but a stable econony
due to higher interest rates.

e Steel orders... down
e Autonpbil e sales... down
e Retail sales... down -- Dillards, Al bertsons, Proctor & Ganbl e

The capital market is di sappearing

* |POs and tech stocks are out of favor with the Fed

* Housing starts... down (6% in April)
From a multifamly perspective, according to Steve Brown - Dallas
Mbrning News - construction pernmts are down 50% in Dallas since the
first of the year 2000.

Dallas/Ft. Wrth is No. 1 because of the New Econony: 100, 000 people

have noved into the Dallas area for four consecutive years - 160,748 in

N, 1999. Dallas is No. 1 in new jobs created in 1999 - 82,000 plus. The
N\ Dal | as/Fort Worth netro area is nunber 1 nationally in the nunmber of
ﬁ new jobs from 1996 - 1999 with 313,000 new jobs. The new econony
represents new jobs, prosperity and an opportunity to retain world
econom ¢ | eadership and viability for our country. According to a new

Y University of Texas study, the Internet econony created 650,000 new
g jobs and they have been responsible for a third of the nation’s eco-
~ nonmc growh for the last 5 years according to JimlLanders, Wrld View
g Dal | as Mbrni ng News; 06/12/00.
9
?
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tion, along with poor policies seem to be the real eneny of real
state. More and nore of our noted i nvestnent advisors are questionin
the course being followed by our esteemed |eaders. Since real estate

Wi psaw Econony: Excessi ve Governnent, Fed and political int erven3

* activities represent nore than 50% of gross national product, seem
ingly our future is in the hands of the eneny. Wasn't it POGO who sai d,
‘1l have found the eneny and it is us.’” --K MG&vern
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“Economy threats-NAH! The economy here [in southeastern Virginia] is not slowing down in the
least regardless of the increasing threat of higher interest rates and an oversupply of retail and
office space. However, with the boom of computer and software companies, government con-
tractors, and technical training centers EVERYWHERE there will certainly be a need for more
and more high tech professional office space. Also, many folks here in the medical fields are
able to purchase properties in order to expand out on their own with the advancement of laser
surgery, MRI facilities, and outpatient surgery rooms (more than one location). Doctors/dentists
here and other medical specialists are expanding rapidly (mostly purchasing) but have more

than one satellite office which they usually lease.” -- R. Potter

Well, there you have it, the battle lines report straight from those in the thick of it, the
But did we learn anything? Howzabout this: Nothing isever as

ones “doing the doing.”
good asit seems, nor isit ever asbad asit seems. Except when it comes to the DFW
economy where, praise heaven and earth, things sometimes have away of turning out better

than they seem.

Sincerely,

Mike Heatley
“Just another street fighter who

saysit likeitis.”
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