Short the market now

re you sitling comfortabhy? You shouldn't be. B you think
wi've come out the other side of the recession, then
think again. It ain't even started for our sactor.

Sall everything now, commencial property, equities,
anything that has ‘commercial property’ stamped on #, while
you've got tha chance.

Get cut before pecple start renegotiating debt. Tha
constpation dabt renegotiabon will cause in the market will
e encrmous.

Gat out white you can, whila the pound is high, while
foresgn buyers still have the appetite to buylf you've got it, sell
it-and keap your cash for a rainier day, It's coming.

And be prepared as we approach the Genaral Election.
The threat of a hung parfiament will be catastrophic.

Tha commercial property sactor neads cartainty, A hung
parliarmeant will nol provide that

The swathes of spending cuts that are goang to have 1o
be implemantad to tackle the £178bn national deficit, and
tax increases, both direct and indirect, are going to create a
sticky trading anvironment going forward,

UK pic s damaged like our pot-hole ridden mads. The
Financial Sarvices Authority (FSA) in its Financial Risk Outlook
for 2010 has wamed about a melidaown in commercial
property with companies in the sector facing both balance
sheet and cash flow pressures.

It notes property prices have fallen sharply from thelr
peak in mid-2007, although prices of prime properties
have recovered recently, These falls have seversly reduced
commencial property companies” assels and the coliateral
undarpinning thesr bomowing

The FSA says negative equity coudd reduce future access
10 creit and the abibty 1o rofl over esesting debt, as well as
exposing banks to higher losses following dataults,

Vacancies, which increased from 9 percant 1o 12.6 percent
in the year to October 2008, and faling rents have reduced
gross incoms, which has affected companias® ability

o sanice debls,

The regulator says around £160bn of LIK commercial
progerty dabil will mature over the next five yvears, including
boih bank bomowing and commarcial mongage-backed
sacurities. During the recession, many commercial property
companias were supported by forbearance, in the form
of loan exdensions and waived breaches of loan-to-value
covenants, it says. But banks could decide not 10 renew
debts as they expirg, and refinancing of maturing commarncial
mertgage-backed securities wil be especially difficult,

This coukd force liquidations and release commercial
properties onto the market, possibly triggering further price
falls. Leveraged loans to UK companies that wene subject
to buy-outs also face a maturity “hump” and presant simiar
refirancang challenges to the banks in this sector.

It iz not the sort of forecast anyvona wanls after the last
fen Gf years of hell, It has been a pariod In which the UK Feit
market has been the worst peroming in the word, accanding
10 Emst & Young.

CB Fichard Ellis" European Commercial Real Estate
Debt ViewPoint noted 970bn euros {E874bn) of Eurcpean
commercial real estate dabl was outstanding at the end of
20089, It said Germany and the LIK accounted for over half
of the 9700n euros total, with 24 percent and 34 percent
respeciively,

We're not been comvinced that the demand for prme
propenty is really these despite talk to tha contrary. And i
you've ool secondary or terfiary property, forget it.

During the good times you can hicle behind the fact
evenyihing is cimbing. But any fool can make money
in a rising market

So just when you thought it was safe to get back into
the water, the sharks' teath are waiting to taar into youw,

We have had the bounce and now thase whao've bought
into it will now gat trounced.

Sell. Get out white vou can.
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