RAIT Financial Trust

US Commercial Real Estate and CMBS

RAIT Financial Trust

Philadelphia - HQ

Cira Centre

2929 Arch Street

17" Floor
Philadelphia, PA 19104
(215) 243-9000

New York City

450 Park Avenue
11" Floor

New York, NY 10022
(212) 735-1495

Charlotte

6801 Fairview Road
Suite D

Charlotte, NC 28210
(704) 362-0489

London

RAIT Securities (UK) Ltd
34 Threadneedle Street
London, UK EC2 R8AY
44020 7256 2575

Philadelphia | New York | Charlotte

US Commercial Real Estate and CMBS
Retail Sector: Summary of National and
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Consumer spending has made an impressive
comeback after freefalling during recession.
Following we take a closer look at retail sales on a
national and a local level to see which markets
have led the charge and which ones have lagged.
Highlights include:

¢ Impact of the Recession: The recession
had a devastating impact on retail sales
as severe job losses, an historic housing

bust, the credit crunch, and subsequent
de-leveraging in the private sector (both
businesses and individuals) resulted in an
11.7% drop in overall retail sales from
November 2007 to December 2008

e Consumer Spending Recovery: A solid

rebound in consumer spending has
helped overall retail sales stage a
significant recovery. Overall retail sales
are currently 2.5% greater than the
previous peak (and 16% higher than
December 2008 trough levels). The
forecast for job growth to remain solidly
positive is imperative for overall retail
sales to continue its impressive march
higher as risks to the consumer loom
large.

e Metro-Level Recovery: All of the 75

markets we track have seen consumer
spending bottom, typically in late-2008
or the first half of 2009, and are
experiencing a recovery in retail sales. In
fact, 38 of the 75 markets that we track
have seen quarterly retail sale levels
surpass their previous peak as of YE
2010.
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Retail Sector: Summary of National and Local Retail Sales

Following is a summary of retail sales on a national and a local level through the recession until today:

National Summary

e The recession had a devastating impact on retail sales as severe job losses, an historic housing
bust, the credit crunch, and subsequent de-leveraging in the private sector (both businesses and
individuals) resulted in an 11.7% drop in overall retail sales from November 2007 to December
2008 (see Appendix A for Figures 2, 3, and 4).

e |tisinteresting to note just how levered consumers were heading into the recession as their
financial obligations ratio (FOR)® reached its highest level on record® in Q3 2007 (Figure 4),
while the personal savings rate fell to under 2% on average from 2005 to 2007. Consumers had
little cushion to withstand the initial stages of the recession, which exasperated the downward
freefall in retail sales (along with contributing to the severity of the recession).

e As aresult the Federal Reserve flooded the market with liquidity and households ramped up
their personal savings rate. Increased savings and lower interest rates helped homeowners
begin to de-lever. The stabilization of the personal savings rate (less disposable income saved,
more spent) likely helped GDP and year-over-year retail sales turn positive in late-2009 (Figure
3).

e Asolid rebound in consumer spending has helped overall retail sales climb out of its hole and
eclipse its previous peak, which was set in November 2007. In fact, monthly retail sales have
increased nine straight months; the longest positive monthly streak since 1998-99. Overall retail
sales are currently 2.5% greater than the previous peak (and 16% higher than December 2008
trough levels). The forecast for job growth to remain solidly positive is imperative for overall
retail sales to continue its impressive march higher as risks to the consumer loom large.

o Elevated energy costs, higher inflation, threat of increasing interest rates, and weakness in
housing are all headwinds on consumer spending. While we believe that job growth will be
strong enough to overcome these obstacles and keep upward pressure on retail sales, it is due
to these risks that we are more cautious on the near term performance of the retail sector
than the other major property types.

e Looking forward we expect that increasing job growth will keep retail sales growth positive,
albeit at a more moderate pace due to elevated energy costs. In terms of investing in the retail
sector, higher consumer spending will help solidify tenants’ balance sheets, which will reduce
headline risk and put moderate upward pressure on occupancy and rents.

1

Financial Obligations Ratio (FOR) is an estimate of the ratio of debt payments to disposable personal income. Debt payments consist of the
estimated required payments on outstanding mortgage and consumer debt, automobile lease payments, rental payments on tenant-occupied
property, homeowners insurance, and property tax payments.

? Data from Q1 1980 through Q4 2010
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Metro-Level Summary:

o All of the 75 markets we track have seen consumer spending bottom, typically in late-2008
(Houston and Columbus) or the first half of 2009, and are experiencing a recovery in retail sales.
In fact, 38 of the 75 markets that we track have seen quarterly retail sale levels surpass their
previous peak as of YE 2010. Charts located in the Appendix B.

e The recession hit consumer spending hard in Florida, California, and Arizona, as Sacramento,
Jacksonville, Inland Empire, Phoenix, Orange County, and Fort Lauderdale experienced some
the greatest losses in retail sales of the markets we track (all saw retail sales fall over 13.5%).
Other markets seeing deep declines in retail sales include some smaller cities in the South such
as Knoxville, Virginia Beach, Greenville, and Memphis. Conversely, Washington, D.C., Houston,
and Austin experienced more limited losses.

e While all markets have experienced a rebound in retail sales, the greatest gains have been seen
in the Washington, D.C. metro area (District of Columbia and Suburban Maryland), Boston,
Durham, Salt Lake City, Little Rock, and Omaha.

Figure 1: Most and Least Increase in Quarterly Retail Sales from the Trough Sorted by % Gained

Top 10 Most and Least Retail Sales - Sorted by % increase since the Trough (SA)
Current vs
Total Lost Gain Since Trough Previous

(in 000s) % Lost (in 000s) % Gain | Peak Trough Peak
Durham -145.1 -9.43% 231.1 16.55% Current 2009Q1 5.6%
Salt Lake City -509.7 -9.35% 750.7 15.19% Current 2009Q2 44%
Boston -1,345.6 -7.16% 2,658.1 15.13% Current 2009Q1 7.0%
Little Rock -258.4 -9.82% 350.8 14.67% Current 2009Q1 35%
Omaha -322.1 -9.05% 4655 14.36% Current 2009Q1 4.0%
Buffalo -284.7 -6.92% 539.6 13.99% Current 2009Q1 6.2%
Rochester -268.4 -7.52% 436.8 13.37% Current 2009Q1 4.8%
District of Columbia -68.7 -4.05% 217.2 13.35% Current 2009Q2 8.8%
Suburban Maryland -507 .4 -10.95% 553.8 13.30% Current 2009Q2 1.0%
Pittsburgh -626.4 -7.08% 1,074.9 13.11% Current 2009Q1 51%
United States -113,908.0 -10.21% 115,577.0 11.34% Current 2009Q2 0.1%
Orange County -1,814.2 -13.96% 1,034.9 9.07% 2007Q4 2009Q2 -5.9%
Albuquerque -438.0 -12.93% 266.7 9.05% 2007Q4 2009Q2 -5.1%
Richmond -451.3 -9.67% 3734 9.02% 2008Q2 2009Q1 -1.7%
San Antonio -695.2 -9.23% 595.1 8.71% 2008Q2 2009Q2 -1.3%
Memphis -652.2 -14.31% 344.5 8.62% 2007Q4 2009Q2 -6.6%
Greenville -307.5 -14.33% 156.9 8.46% 20070Q4 200902 -7.0%
Oakland -1,163.8 -12.73% 646.5 7.94% 20070Q4 2009Q2 -5.6%
Tucson -457.8 -13.05% 204.7 6.56 % 20070Q4 2009Q2 -71%
Wichita -174.9 -7.53% 131.8 6.13% 2007Q4 2009Q1 -1.9%
Greensboro -295.2 -10.81% 137.8 5.66% 20070Q4 200902 -6.9%

Source: U.S. Census Bureau, Economy.com, RAIT Securities, LLC; information through Q4 2010
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Appendix A: National Retail Sales Charts

Figure 2: Overall Monthly Retail Sales (SA)
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Year-over-year Employment, GDP, and Retail Sales Growth (%)

Figure 3
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Appendix B: Quarterly Retail Sales by Metro - % Increase from Trough (Full List of Metros)

Quarterly Retail Sales by Metro - Sorted by % Increase Since the Trough (SA)

Current vs

Total Lost Gain Since Trough Previous

($mill) %o Lost ($mill) % Gain Peak Trough Peak
Durham -145.1 -9.43 % 231.1 16.55% Current 200901 5.6%
Salt Lake City -509.7 -9.35% 750.7 15.19% Current 200902 4.4%
Boston -1,345.6 -7.16% 2,658.1 15.13% Current 200901 7.0%
Little Rock -258.4 -9.82% 350.8 14.67 % Current 200901 3.5%
Omaha -322.1 -9.05% 465.5 14.36% Current 200901 4.0%
Buffalo -284.7 -6.92% 539.6 13.99% Current 200901 6.2%
Rochester -268.4 -7.52% 436.8 13.37% Current 200901 4.8%
District of Columbia -68.7 -4.05% 217.2 13.35% Current 20090Q2 8.8%
Suburban Maryland -507.4 -10.95% 553.8 13.30% Current 200902 1.0%
Pittsburgh -626.4 -7.08% 1,074.9 13.11% Current 200901 5.1%
Orlando -1,038.7 -11.53% 1,055.2 12.92% Current 200902 0.2%
Knoxville -563.6 -17.20 % 3573 12.92% 200704 200902 -6.2%
Nashville -690.1 -10.97 % 7222 12.89% Current 200902 0.5%
Tampa -1,440.0 -12.85% 1,286.4 12.86% 2007Q4 20090Q2 -1.3%
Columbus -464.5 -6.84 % 820.1 12.82% Current 200404 5.2%
Portland -1,074.6 -12.76 % 950.3 12.81% 200704 200902 -1.5%
Seattle -1,436.2 -9.28% 1,797.2 12.81% Current 200902 23 %
Miami -1,031.9 -11.21 % 1,053.5 12.78% Current 200902 0.2%
Hartford -385.7 -8.61% 524.3 12.72% Current 2009Q1 3.2%
Dallas -1,305.9 -8.41 % 1,805.2 12.69% Current 2009Q2 3.2%
Raleigh -342.9 -7.76 % 502.1 12.48% Current 2009Q1 3.6%
Philadelphia -2,070.1 -8.47 % 2,729.6 12.20% Current 200902 2.7%
Charleston -219.6 -9.22% 256.8 12.16% 200704 200901 -1.7%
Jacksonville -838.9 -15.43% 568.1 12.13% 200704 200902 -4.9%
St. Louis -947 .9 -8.76 % 1,163.1 11.89% Current 200901 2.0%
Austin -673.7 -6.63 % 1,126.3 11.88% Current 2009Q2 4.5%
Oklahoma City -341.4 -7.73% 479.2 11.76% Current 2009Q2 3.1%
Colorado Springs -242.6 -10.72% 234.9 11.63% 2008Q2 200902 -0.3%
Las Vegas -1,083.3 -13.22% 815.6 11.45% 200704 200902 -3.3%
Fort Worth -631.9 -8.16% 807.0 11.35% Current 200902 23 %
United States -113,908.0 -10.21 % 115,577.0 11.34% Current 200902 0.1%
Indianapolis -628.9 -9.46% 691.1 11.34% Current 200901 0.9%
Virginia Beach -850.9 -14.43% 582.6 11.32% 2007Q4 2009Q2 -4.5%
Columbia, SC -317.8 -12.59% 249.6 11.26% 2008Q2 2009Q1 2.7%
Long Island -1,059.0 -7.79% 1,397.9 11.15% Current 200902 25%
Kansas City -652.8 -8.41% 791.4 11.13% Current 200901 1.8%
Charlotte -695.3 -10.26% 684.5 11.09% Current 200901 0.0%
Northern New Jersey -651.2 -8.05% 818.5 10.93% Current 200901 2.1%
New Haven -336.0 -10.29% 323.1 10.80% 2007Q4 200901 -0.4%
Fairfield Cty -433.6 -8.73 % 488.5 10.78% Current 2009Q2 1.1%
Syracuse -191.6 -7.80% 240.1 10.69% Current 200901 2.0%
Milwaukee -356.9 -6.73 % 523.8 10.62% Current 200901 3.2%
Tulsa -216.9 -6.66% 320.5 10.54% Current 200902 3.2%
Fort Lauderdale -1,120.0 -13.55% 758.5 10.39% 200704 200902 -4.3%
Birmingham -568.2 -12.87 % 404.0 10.36% 200704 200902 -3.7%
Houston -1,166.7 -5.76 % 1,976.6 10.34% Current 200804 4.0%
Minneapolis -1,552.2 -11.72% 1,209.0 10.26% 2007Q4 200902 -2.6%
Cleveland -701.0 -8.75% 746.3 10.21 % Current 200902 0.6%
Palm Beach -717.6 -12.01 % 545.2 10.16% 200704 200902 -2.8%
Chicago -3,228.1 -8.80% 3,397.0 10.15% Current 200902 0.5%
Inland Empire -2,052.0 -15.41 % 1,180.9 10.15% 200704 200902 -6.4%
Cincinnati -730.2 -9.70 % 684.0 10.06% 2008Q2 200902 -0.6%
Baltimore -1,095.0 -10.72% 929.3 10.00% 2007Q4 20090Q2 -1.6%
Phoenix -2,573.8 -15.25% 1,454 .4 9.87 % 200704 200902 -6.5%
Detroit -1,748.2 -12.10% 1,287.9 9.82% 2006Q1 200902 -3.1%
Sacramento -1,150.6 -15.76 % 623.3 9.78 % 200704 200902 -7.0%
Louisville -418.4 -9.72% 3793 9.74 % 200704 200901 -0.9%
San Jose -712.3 -9.73% 638.0 9.65 % 200802 200902 -1.0%
Denver -999.0 -9.75% 882.3 9.54% 2008Q2 2009Q2 -1.1%
San Diego -1,451.8 -12.86% 953.2 9.48 % 200704 200902 -4.3 %
Los Angeles -3,784.0 -11.10% 2,892.9 9.47 % 2007Q4 200902 -2.6%
Central New Jersey -820.8 -8.42% 840.3 9.41 % Current 200902 0.2%
San Francisco -837.2 -10.48% 666.3 9.31% 200802 200902 2.1%
New Orleans -351.7 -7.66% 391.2 9.21 % Current 200901 0.9%
Atlanta -2,517.7 -12.67 % 1,587.1 9.14 % 200704 200902 -4.7 %
Orange County -1,814.2 -13.96% 1,034.9 9.07 % 2007Q4 2009Q2 -5.9%
Albuquerque -438.0 -12.93 % 266.7 9.05% 200704 200902 -5.1%
Richmond -451.3 -9.67% 373.4 9.02% 2008Q2 200901 -1.7%
San Antonio -695.2 -9.23% 595.1 8.71% 200802 200902 -1.3%
Memphis -652.2 -14.31 % 344.5 8.62% 200704 200902 -6.6 %
Greenville -307.5 -14.33% 156.9 8.46 % 200704 200902 -7.0%
Oakland -1,163.8 -12.73% 646.5 7.94 % 2007Q4 2009Q2 -5.6%
Tucson -457.8 -13.05% 204.7 6.56 % 200704 200902 -7.1%
Wichita -174.9 -7.53% 131.8 6.13 % 2007Q4 200901 -1.9%
Greensboro -295.2 -10.81 % 137.8 5.66 % 200704 200902 -6.9%

Source: U.S. Census Bureau, Economy.com, RAIT Securities, LLC; information through Q4 2010
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Appendix C: Quarterly Retail Sales by Metro - % Decrease Peak to Trough (Full List of Metros)

Quarterly Retail Sales by Metro - Sorted by % Decrease Peak to Trough (SA)
Current vs
Total Lost Gain Since Trough Previous

($mill) %o Lost ($mill) % Gain Peak Trough Peak
Knoxville -563.6 -17.20% 357.3 12.92% 200704 200902 -6.2%
Sacramento -1,150.6 -15.76 % 623.3 9.78 % 20070Q4 200902 -7.0%
Jacksonville -838.9 -15.43 % 568.1 12.13% 200704 200902 -4.9%
Inland Empire -2,052.0 -15.41 % 1,180.9 10.15% 200704 200902 -6.4%
Phoenix -2,573.8 -15.25% 1,454 .4 9.87 % 200704 200902 -6.5%
Virginia Beach -850.9 -14.43 % 582.6 11.32% 200704 200902 -4.5%
Greenville -307.5 -14.33% 156.9 8.46 % 200704 200902 -7.0%
Memphis -652.2 -14.31% 344.5 8.62% 2007Q4 2009Q2 -6.6 %
Orange County -1,814.2 -13.96 % 1,034.9 9.07 % 20070Q4 200902 -5.9%
Fort Lauderdale -1,120.0 -13.55% 758.5 10.39% 200704 200902 -4.3 %
Las Vegas -1,083.3 -13.22% 815.6 11.45% 200704 200902 -3.3%
Tucson -457.8 -13.05% 204.7 6.56 % 200704 200902 -71%
Albuquerque -438.0 -12.93 % 266.7 9.05 % 200704 200902 -5.1%
Birmingham -568.2 -12.87% 404.0 10.36% 20070Q4 2009Q2 -3.7%
San Diego -1,451.8 -12.86 % 953.2 9.48 % 20070Q4 200902 -4.3%
Tampa -1,440.0 -12.85% 1,286.4 12.86% 2007Q4 200902 -1.3%
Portland -1,074.6 -12.76 % 9503 12.81% 200704 200902 -1.5%
Oakland -1,163.8 -12.73 % 646.5 7.94% 200704 200902 -5.6%
Atlanta -2,517.7 -12.67 % 1,587.1 9.14 % 200704 200902 -4.7 %
Columbia, SC -317.8 -12.59% 249.6 11.26% 200802 2009Q1 2.7%
Detroit -1,748.2 -12.10% 1,287.9 9.82% 200601 2009Q2 -3.1%
Palm Beach -717.6 -12.01% 545.2 10.16% 20070Q4 200902 -2.8%
Minneapolis -1,552.2 -11.72% 1,209.0 10.26 % 200704 200902 -2.6%
Orlando -1,038.7 -11.53 % 1,055.2 12.92% Current 200902 0.2%
Miami -1,031.9 -11.21 % 1,053.5 12.78% Current 200902 0.2%
Los Angeles -3,784.0 -11.10% 2,892.9 9.47 % 200704 200902 -2.6%
Nashville -690.1 -10.97% 722.2 12.89% Current 20090Q2 0.5%
Suburban Maryland -507.4 -10.95% 553.8 13.30% Current 2009Q2 1.0%
Greensboro -295.2 -10.81% 137.8 5.66 % 20070Q4 200902 -6.9%
Baltimore -1,095.0 -10.72% 9293 10.00% 200704 200902 -1.6%
Colorado Springs -242.6 -10.72% 234.9 11.63% 200802 200902 -0.3%
San Francisco -837.2 -10.48 % 666.3 9.31 % 200802 200902 -2.1%
New Haven -336.0 -10.29 % 323.1 10.80% 200704 2009Q1 -0.4%
Charlotte -695.3 -10.26 % 684.5 11.09% Current 200901 0.0%
United States -113,908.0 -10.21 % 115,577.0 11.34% Current 2009Q2 0.1%
Little Rock -258.4 -9.82% 350.8 14.67 % Current 2009Q1 3.5%
Denver -999.0 -9.75% 8823 9.54 % 200802 200902 -1.1%
San Jose -712.3 -9.73 % 638.0 9.65 % 20080Q2 200902 -1.0%
Louisville -418.4 -9.72% 379.3 9.74 % 200704 2009Q1 -0.9%
Cincinnati -730.2 -9.70 % 684.0 10.06 % 200802 2009Q2 -0.6 %
Richmond -451.3 -9.67 % 373.4 9.02% 200802 2009Q1 -1.7%
Indianapolis -628.9 -9.46 % 691.1 11.34% Current 2009Q1 0.9%
Durham -145.1 -9.43 % 231.1 16.55% Current 2009Q1 5.6%
Salt Lake City -509.7 -9.35% 750.7 15.19% Current 200902 4.4%
Seattle -1,436.2 -9.28% 1,797 .2 12.81% Current 200902 23%
San Antonio -695.2 -9.23 % 595.1 8.71% 200802 200902 -1.3%
Charleston -219.6 -9.22% 256.8 12.16% 200704 2009Q1 -1.7%
Omaha -322.1 -9.05 % 465.5 14.36% Current 2009Q1 4.0%
Chicago -3,228.1 -8.80% 3,397.0 10.15% Current 200902 0.5%
St. Louis -947.9 -8.76 % 1,163.1 11.89% Current 200901 2.0%
Cleveland -701.0 -8.75% 746.3 10.21 % Current 200902 0.6%
Fairfield Cty -433.6 -8.73 % 488.5 10.78 % Current 200902 1.1%
Hartford -385.7 -8.61 % 524.3 12.72% Current 2009Q1 3.2%
Philadelphia -2,070.1 -8.47 % 2,729.6 12.20% Current 200902 2.7%
Central New Jersey -820.8 -8.42% 840.3 9.41 % Current 20090Q2 0.2%
Kansas City -652.8 -8.41% 791.4 11.13% Current 2009Q1 1.8%
Dallas -1,305.9 -8.41 % 1,805.2 12.69% Current 200902 32%
Fort Worth -631.9 -8.16 % 807.0 11.35% Current 200902 2.3%
Northern New Jersey -651.2 -8.05% 818.5 10.93 % Current 2009Q1 2.1%
Syracuse -191.6 -7.80 % 240.1 10.69 % Current 2009Q1 2.0%
Long Island -1,059.0 -7.79% 1,397.9 11.15% Current 2009Q2 2.5%
Raleigh -342.9 -7.76 % 502.1 12.48% Current 2009Q1 3.6%
Oklahoma City -341.4 -7.73% 4792 11.76% Current 200902 3.1%
New Orleans -351.7 -7.66 % 391.2 9.21 % Current 2009Q1 0.9%
Wichita -174.9 -7.53 % 131.8 6.13% 200704 2009Q1 -1.9%
Rochester -268.4 -7.52% 436.8 13.37% Current 2009Q1 4.8%
Boston -1,345.6 -7.16% 2,658.1 15.13% Current 2009Q1 7.0%
Pittsburgh -626.4 -7.08 % 1,074.9 13.11% Current 2009Q1 51%
Buffalo -284.7 -6.92% 539.6 13.99% Current 2009Q1 6.2%
Columbus -464.5 -6.84 % 820.1 12.82% Current 200404 52%
Milwaukee -356.9 -6.73 % 523.8 10.62% Current 200901 3.2%
Tulsa -216.9 -6.66 % 320.5 10.54 % Current 200902 3.2%
Austin -673.7 -6.63 % 1,126.3 11.88% Current 200902 4.5%
Houston -1,166.7 -5.76 % 1,976.6 10.34% Current 200804 4.0%
District of Columbia -68.7 -4.05 % 217.2 13.35% Current 200902 8.8%

Source: U.S. Census Bureau, Economy.com, RAIT Securities, LLC; information through Q4 2010
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RAIT Securities, LLC( “ RAIl T7” ) foregoing prebemtationt fdn ieformational purposes
only and cannot be construed as investment advice. This presentation does not constitute a
recommendation or offer to sell, solicitation or recommendation to purchase any security or investment
advisory services. The information contained in this presentation is subject to change without notice, its
accuracy is not guaranteed, and it may not contain all material information concerning the securities
which may be the subject of this presentation. Neither RAIT nor its affiliates make any representation
regarding, or assume responsibility or liability for, the accuracy or completeness of, or any errors or
omissions in this presentation. You agree that RAIT will have no ability for any losses, claims, expenses,
damages, judgments, assessments or costs relating to or in connection with this presentation.

This document may contain forward-looking statements within the meaning of the Private
Securities Litigation Reform Act of 1995. These forward-looking statements are based upon the current
beliefs and expectations of RAIT's management and are inherently subject to significant business,
economic and competitive uncertainties and contingencies, many of which are difficult to predict. Actual
results may differ materially from the anticipated results discussed in these forward-looking statements.

You are cautioned not to place undue reliance on these forward-looking statements, which
speak only as of the date of this presentation. All subsequent written and oral forward-looking
statements attributable to RAIT or any person acting on its behalf are expressly qualified in their entirety
by the cautionary statements contained or referred to in this document and the related presentation.
Except to the extent required by applicable law or regulation, RAIT undertakes no obligation to update
these forward-looking statements to reflect events or circumstances after the date of this presentation
or to reflect the occurrence of unanticipated events.



