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FFO/Share  
 Mar.  Jun. Sept. Dec. Year P/FFO 

Ratio 
2006A $0.56 $0.48 $0.52 $1.25 $2.81 10.94 
2007A 0.47 1.34 0.74 0.66 3.20 9.60 
2008E 0.70 0.72 0.71 0.74 2.87 10.69 
2009E 0.71 0.74 0.73 0.76 2.94 10.44 

 

W.P. Carey: Positioned to Weather the Credit Storm 
 

·  Multiple valuation models point to a compelling BUY rating: WPC’s shares are currently undervalued 
according to our Sum of Parts valuation using P/FFO & P/E comparables, Dividend Discount Model, and 
Net Asset Valuation. These valuations point to a 12-month price target of $38.30, a 24.6% premium over 
the current share price. 

·  Strategic changes within WPC create value for the firm and its shareholders: WPC has shifted the 
focus related to Real Estate ownership to Investment Management, a higher margin business. WPC will also 
be collecting performance fees at a greater rate with CPA-17’s new performance fee formula of 10% of 
operating cash flow.  These fees will be diverted into the 2007 creation of REIT II,  creating a tax shield for 
this income.  

·  WPC will likely perform through the Credit Crunch:  In an unprecedented credit environment, WPC is 
favorably positioned.  Commercial real estate markets are literally frozen presently, but WPC is under 
leveraged and has access to capital.  WPC’s managed CPAs have over $500 million of uninvested cash 
which can be put to work at rising cap rates.  The company has conservatively financed its properties at less 
than a 65% loan to value, compared to 70-80% that has recently been typical in commercial real estate 
deals.  WPC has less than $51.5 million of mortgages maturing in the next two years.  The present low level 
of interest rates may benefit WPC’s efforts to raise additional capital to fund CPA17 as retail investors hunt 
for yield.  

·  Consistent historical growth and experience is expected to prevail: Consistent growth in dividends and 
NAV appreciation overtime shows the company is able to create value in any type of market. WPC’s 30+ 
years of experience in the industry has allowed it to withstand many different cycles. We believe WPC’s 
position in the market will allow it to continue to grow while competitors may suffer. 
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Our BUY recommendation is supported by a Sum of Parts valuation using P/FFO & P/E comparables, 
Dividend Discount Model, and Net Asset Valuation analyses. Assuming a capitalization rate of 6.4% and 15x 
P/E for the real estate ownership (REIT II) and investment management divisions (IMD), respectively, we 
arrived at a current price target of $38.30. Our Sum of Parts valuation (50% weight) results in a valuation of 
$36.52. The valuation assumes a real estate industry P/FFO ratio of 10.7x and an asset management P/E ratio 
of 15.8x. Our dividend discount model (25% weight) results in a valuation of $39.81. The price target takes 
into consideration a terminal dividend growth rate of 3.0% and cost of equity of 10.3%. Finally, our NAV 
(25% weight) results in a valuation of $48.06 but based on our discount to NAV seen through Green Street 
Adviosrs we come to a price of $40.37. For our REIT II NAV we computed a 6.4% cap. rate and used a 15x 
multiple for the investment management division. Using these weighted valuations results in a 1 year forward 
price of $38.30, which represents a 24.64% premium to March 11th’s closing price of $30.73.  
 
We believe that WPC has stable sources of income and is well positioned in the current market. WPC’s 
strategic evolution over time has allowed the company to create value in almost any market. The company 
has shifted its focus of business to the more profitable Investment Management division. In addition, WPC 
has aligned its Real Estate Ownership division (now legally named REIT II) with its newly founded CPA 17- 
Global as a general partner under a REIT structure creating a greater tax shelter for the company and 
increasing value for common shareholders. We believe this new structure will allow WPC to reduce their 
effective tax rate from its 2007 level of 43% to 32%, a $.38 improvement on forecasted FY08 FFO/share 
 
WPC’s management continues to maintain their borrowing standards at a conservative level of 65% loan to 
value. In the past this has limited their ability to be competitive as other firms took advantage of cheap debt. 
In the current difficult credit environment, their conservative leverage ratio may allow them to obtain 
financing where other borrowers cannot. Although interest rates will inevitability be higher we believe the 
company has not lost access to capital. In addition, through talking with industry contacts it is clear WPC has 
a reputation for its internal credit analysis of potential deals and we see this as a core competency for the 
company.  

 
The impeccable track record of WPC’s management will prove critical to the firm’s success in maneuvering 
through the challenging credit markets that currently exist. WPC has been in the business for over 30 years 
and has seen a number of different cycles. In 2007 WPC was able to continue to grow revenues, increase 
FFO, increase dividends, and increase the NAVs of CPA-14 & CPA-15. With the creation of CPA 17 WPC 
has created a stable base during an unstable time. We believe WPC will invest $950 million this year in a 
tough environment. WPC does a large amount of its US business with private-equity funds and although 
many of the larger funds are currently having trouble a recent Barron’s article stated that firms that invest 
between $1 million to $249 million raised a record $2.76 billion in the fourth quarter. This is a positive sign 
that WPC will be able to continue to invest in the current market, weathering the storm and continuing to 
create value for its shareholders. 
 
The variations in FFO calculations across the commercial real estate industry offer some confusion as to how 
this metric should be calculated. NAREIT defines FFO as Net Income plus real estate adjustments due to 
depreciation.  We apply this metric to WPC, taking into account Net Income, plus depreciation & 
amortization, minus gains in sales of depreciable assets, plus adjustments for straight line rent, minus real 
estate impairments, and finally adjusting for minority interests.  The main difference in our FFO calculation 
and WPC’s is that we take into account an additional adjustment for gains or losses in the sales of securities. 
We believe this captures WPC’s true FFO.  Further, WPC also takes into account other adjustments that are 
not fully disclosed.  We have decided to keep these out so to not complicate our projections.   
 
We have spoken to several senior people in the Commercial Real Estate Industry and it is clear that those 
who knew about WPC believed they were well regarded in its business. Our sources have specifically 
mentioned that the company is known for their credit analysis of properties. One source cited WPC as, “being 
able to perform the in depth credit analysis of properties that only local banks are capable of doing.” In 
addition to this our contacts have pointed out that WPC is in the business of providing financing for 
companies than acquiring commercial properties. We believe this is another favorable signal that the 
company is able to put their words into action. 
 
We reiterate that we WPC is well positioned to withstand current an future market volatility.  And view any 
pullback in the stock as an opportunity to buy.  
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           Figure 1: WPC Stock Price History and Recent Events                                                                     
 

                   

Valuation  
We valued WPC using a combination of a Sum of Parts valuation, a Dividend Discount Model and a NAV 
analysis.  The weighed price target was calculated as follows: 

·  50%  Sum of Parts – P/FFO & P/E:  $36.52 
·  25%  Dividend Discount Model:   $39.81 
·  25%  NAV Analysis w/ Implied NAV Discount:   $40.37 

These calculations result in a 12-month price target of $38.30.  This price represents a 24.6% premium to the 
3/11/08 closing price of $30.73.  
 
Financial Forecast Assumptions 
Investment Management  
We forecast EPS for the Investment Management Division to be $1.29 for FY08.  This is an increase of 
39.6% from FY07 EPS of $.92 (including the provision for the SEC charge).  EPS is expected to decline 
4.6% in FY09 as less revenue is received due to the accrual of deferred revenue.   Driving these revenues are 
our projections for yearly investment volume.  We project them to decline by 20% to $950 million in FY08 
due to constraints in the credit market, but still higher than WPC’s 5-year average of 800 million.  (AUM - 
$1.2 billion in FY07, $950 million in FY08, $1 billion in FY09, $900 million in FY10)   This is a 9.5% 
increase in total AUM.  These acquisitions will have a positive impact on structuring and management 
revenue, but revenues will be lower than 2007 due to the recognition of about $50 million in deferred revenue 
from CPA 16 meeting its performance criterion in 2nd quarter 2007.  The recognition of this revenue has also 
increased WPC’s percentage participation in the CPA funds to 6.6%, 4.5%, 2.9%, for CPA 14, CPA 15, and 
CPA – 16, respectively.  We forecast this increased participation to have a positive 14.4% growth on WPC’s 
income from equity investment in CPA REITS.   
 
The accrual of deferred revenue based on structuring revenue and performance fees is expected to increase to 
$21.2 million over the next 2 years ($2.6 million in FY08, $18.8 million in FY09). We forecast CPA-17 to 
meet its performance criteria in 2010, allowing this amount, plus interest earned on it, to be recognized as 
revenue.  See Appendix XV    
 
Real Estate Management (REIT II) 
FFO/share from REIT II is expected to increase to $1.51 per share, a 13.9% increase from FY07 FFO of 
$1.33.  FFO/share is expected to increase 8.4% in FY09, 2.7% in FY10, and 6.6% in FY11. See Appendix 
VIII Valuation for FFO calculations. 
 
In REIT II we forecasted lease revenues to increase 2.95% (3% inflation – 0.05% reduction in average real 
estate from  FY07) in FY08, while revenues from other business operations (Livho Hotel and Carey Storage) 
increasing 9.1%.  The increase in other business operations is primarily due a 3% inflation rate plus a 6% 
forecasted growth in operating real estate from FY07 from the establishment of Carey Storage.  The increase 

April 12, 2001 
CPA-15 Incorporated 
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of valuations.. 
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in lease revenues is primarily from rent increases, as most of their lease contracts are pegged to CPI or 
predetermined rent step ups.   
 
Property Expenses as a percentage of lease revenues is expected to remain at 5-year averages of 8.5%, while 
other real estate expense (operating real estate expenses) is expected to decline as a percentage of other 
business operation’s revenues to 6.5% from 7%.  
 
In 2011, we forecasted a normal year in respect to structuring and asset management revenues, in addition to 
lease revenues. We used this year as a terminal value for our DDM. 
 
Sum of Parts- Relative Valuation  
We valued WPC’s Investment Management division and REIT II separately as to take into consideration 
WPC’s unique position in the market. We used a P/FFO analysis in valuing REIT II. This P/FFO analysis 
resulted in a per share valuation of $16.17, based on a FY08 FFO of $1.51 for REIT II and an industry 
multiple of 10.7x from our list of comparables in Appendix IX.  We applied a P/E analysis to value the 
Investment Management division.  Using a list of comparable alternative asset managers, we calculated an 
industry P/E multiple of 15.8x.  Our 12-month forward diluted-EPS for the Investment Management side is 
$1.29, which combine with the multiple calculates into a price of $20.34.  See Appendix VIII and IX for 
more information. 
 
We conducted a sensitivity analysis to take into account the impact changes in our forecast for EPS, 
FFO/share, and their pertaining multiples could have on our target price per share. 

REIT II P/FFO Multiples

9.2x 9.7x 10.2x 10.7x 11.2x 11.7x 12.2x
$1.42 13.08$   13.79$     14.50$   15.21$     15.92$   16.62$   17.33$   

$1.45 13.36$   14.08$     14.81$   15.53$     16.25$   16.98$   17.70$   
$1.48 13.64$   14.38$     15.11$   15.85$     16.59$   17.33$   18.07$   
$1.51 13.92$   14.67$     15.42$   16.17$   16.93$   17.68$   18.43$   

$1.54 14.19$   14.96$     15.73$   16.50$     17.27$   18.03$   18.80$   
$1.57 14.47$   15.25$     16.04$   16.82$     17.60$   18.39$   19.17$   
$1.60 14.75$   15.55$     16.34$   17.14$     17.94$   18.74$   19.54$   
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Investment P/E Multiples
Management

14.3x 14.8x 15.3x 15.8x 16.3x 16.8x 17.3x

$1.20 17.13$   17.72$     18.32$   18.92$     19.52$   20.12$   20.72$   
$1.23 17.55$   18.17$     18.78$   19.40$     20.01$   20.63$   21.24$   
$1.26 17.98$   18.61$     19.24$   19.87$     20.50$   21.13$   21.76$   
$1.29 18.41$   19.06$     19.70$   20.34$   20.99$   21.63$   22.28$   
$1.32 18.84$   19.50$     20.16$   20.82$     21.48$   22.14$   22.80$   
$1.35 19.27$   19.94$     20.62$   21.29$     21.97$   22.64$   23.31$   
$1.38 19.70$   20.39$     21.08$   21.76$     22.45$   23.14$   23.83$   E
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Dividend Discount Model 
A second valuation technique is the Dividend Discount Model, which takes into account the full return to 
investors.   WPC manages their dividend growth at a consistent increasing rate.  Therefore, we forecasted 
dividends for FY08 and FY09 to grow at $0.005 per quarter (historic increase).  In FY10, we project CPA-17 
to meets its performance criteria goals, therefore we applied a similar FFO payout ratio that was used in 
FY07, when CPA-16 met its performance criteria.  On our terminal year, we placed a 100% payout ratio.   
This, together with our market assumptions for a terminal growth of 3% and a cost of equity of 10.3%, 
brought us to a price of $39.81.  We analyzed this valuation using a sensitivity analysis to take into account 
management changes in dividends and changes in the cost of equity. See Appendix X.  

                                

DDM Cost of Equity

9.3% 9.8% 10.3% 10.8% 11.3%
1.5% 41.00 38.39 36.08 34.02 32.18
2.0% 43.39 40.47 37.89 35.62 33.59

2.5% 46.14 42.83 39.94 37.41 35.16
3.0% 49.32 45.53 40.21$     39.43 36.93
3.5% 53.06 48.67 44.94 41.72 38.92
4.0% 57.50 52.36 48.04 44.36 41.19
4.5% 62.87 56.74 51.67 47.41 43.79D
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NAV Analysis 
Our third valuation methodology is a Net Asset Value analysis, adjusted for current market Price/NAV 
discounts.   In this analysis we applied a capitalization rate to our 12-month forward NOI of  REIT II, while 
also applying an industry multiple on the Income from the Investment Management division.  Our 12-month 

Our P/FFO 
valuation for owned  
real estate resulted 
in a per share value 
of $16.17 

Our P/E valuation 
for investment 
management 
resulted in a per 
share value of 
$20.34 

Our market 
assumptions for a 
terminal growth of 
3% and a cost of 
equity of 10.3%, 
brought us to a 
price of $39.81 
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forward NOI of $114 million and an industry-weighted capitalization rate of 6.64% values REIT II at $1.6 
billion.  Investment Management Income for FY08 is forecasted at approximately $51.4 million.  We applied 
a conservative industry multiple of 15x to give us a value of $770.6 million.   
 
These two valuations, adjusting for total liabilities outstanding and diluted shares outstanding give us a NAV 
per share of $48.06.  WPC’s share price on 3/11/08 was $30.73, which relates to a 38% discount to our NAV 
estimate.  Green Street Advisors, a firm specializing in the analysis of REITs and other publicly traded real 
estate firms, values the current discount at which firms are trading to their respective NAVs at 16%.  
Analyzing the firms in their portfolio of REITS, we believe their Price/NAV discount captures the level at 
which WPC should be trading.  This 16% discount applied to our NAV gives us a valuation of $40.37.    
With the overall change in cap rates over the past several months, the below sensitivity analysis will describe 
any further fluctuations that could affect our NAV valuation.  See Appendix XI and XII 

                   

NAV Capitalization Rate

Analysis
5.14% 5.64% 6.14% 6.64% 7.14% 7.64% 8.14%

12.0x 47.20$   43.28$   40.00$   37.22$     34.83$   32.75$   30.92$   
13.0x 48.28$   44.36$   41.09$   38.30$     35.91$   33.83$   32.00$   
14.0x 49.36$   45.45$   42.17$   39.39$     36.99$   34.91$   33.09$   
15.0x 50.45$   46.53$   43.25$   40.47$   38.07$   35.99$   34.17$   
16.0x 51.53$   47.61$   44.33$   41.55$     39.16$   37.08$   35.25$   
17.0x 52.61$   48.69$   45.42$   42.63$     40.24$   38.16$   36.33$   
18.0x 53.69$   49.78$   46.50$   43.72$     41.32$   39.24$   37.42$   

*  Includes -16% Discount from GreenStreet Advisors
** 6.64% Cap Rate from Real Capital Analytics
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Firm Wide P/FFO – A Misleading Metric with WPC 
We completed another valuation through the comparable analysis of WPC’s total P/FFO to its closest 
comparables.  Forecasting FY08 FFO at $2.82 and calculating an industry multiple of 11.2x, we come to a 
price of $31.68.  Although this method takes into account industry accepted metrics of FFO, it does not apply 
the correct multiple as WPC has very few direct comparables.   Therefore, we believe this is a very weak 
valuation method.  This may explain why the market has underpriced WPC at $30.73.  Appendix VIII 
 
Risks to Price Target 
The launch of CPA-17 and the attractiveness of sale-leasebacks in the current credit market places WPC in a 
prime position to take advantage of its strengths in tenant credit analysis and its low leverage ratio.  However, 
any further declines in the credit market could leave WPC closed out to further sale-leasebacks as banks 
decline to extend more credit.  Also, the attractiveness of CPA-17 to investors is very dependent on the 
current sentiment towards commercial real estate and WPC.    The inability of WPC to get access to this 
needed equity in their CPA-funds could lower generated fees. Our valuation will be slightly affected as short-
term gains in structuring revenue and asset management revenue could be reduced.  Our price target could 
also be considered undervalued if WPC is able to acquire more than $950 million in assets for its funds.   

Business Description 
Founded in 1973, the WPC Group owns over 850 commercial and industrial properties and manages a series 
of publicly traded REITs with over $8.4 billion in AUM under the name Corporate Property Associates 
(CPA®).  The CPAs own a diversified portfolio of triple net leased properties acquired through sale-
leaseback transactions (Appendix XXIV).  WPC earns revenues through rental income, interest on direct 
financing leases, management fees, structuring fees and equity investment income.  WPC Group, WPC LLC., 
and the CPA® REITS, own more than 850 commercial and industrial properties, distributed among 14 
countries, and totaling approximately 100 million square feet of space. 
 
Properties: Properties held by WPC are diversified geographically throughout the United States and Europe. 
The CPA® REITS own a diversified portfolio of properties in the United States, Europe, and Malaysia. Most 
properties have long term single tenant leases with built-in index (such as CPI) adjusted rent increases. 
Tenant industries are diversified with emphasis in office, industrial and warehouse/distribution, 
telecommunications, and business and commercial services. 
 
Recent Strategy Developments 
Investment Management Focus 
Over time, WPC has shifted focus from real estate ownership to its Investment Management, a higher return 
business. WPC’s earnings are shifting from low return-on-capital owned real estate to higher return 
management of assets for others.  We see  FFO/share from WPC’s owned properties growing less than 7.7% 
per year from $1.33 in 2007 to $1.79 in 2011.  Meanwhile, we forecast earnings per share from WPC’s 
Investment Management division expanding at 15.1% a year from $0.92 per share in 2007 to $1.62 per share 
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in 2011.  Investment Management requires very little capital and is a high return and higher multiple business 
than owning real estate, so the valuation of the stock benefits as this shift unfolds. WPC has increased its 
holdings by receiving more fees in form of shares, aligning it more closely with its CPAs returns. This 
participation is expected to increase as WPC unfolds its new fee structure that charges up to 10% of CPA 
17’s operating cash flows, rather than the previous .5% of AUM.  Also, WPC will divert this performance fee 
into REIT II, the Real Estate Ownership division of WPC legally formed as a general partner to CPA 17 in 
Q2 2007 which provides tax savings to the company by sheltering those performance fees under its federal 
tax protection.  This REIT structure serves a second purpose by sheltering shareholders from having to file 
Unrelated Business Taxable Income (UBTI) with the IRS, thus widening WPC’s shareholder base.   
 
International Acquisitions  
WPC has increasingly purchased properties outside of the US, focusing on countries such as Germany and 
France. The movement into Europe  allows WPC to create more diversification in its CPA funds and focus on 
new growth opportunities yielding greater potential returns for investors. WPC is very selective in the 
properties it acquires, completing a deep credit analysis of potential tenants that widens their perspective of 
possible acquisitions, allowing WPC to find the best properties with credit worthy tenants.  The larger 
presence in the international market allows WPC to reach out to a new, yet sophisticated investor base 
(European investors) that have a strong perception on the value of property, primarily as a secure vehicle for 
wealth.   
 
CPA 17 Global 
CPA 17 is currently in its initial fundraising step.  This is the 16th CPA under WPC's Investment 
Management, increasing the number of live CPAs to four (CPA-14, CPA-15, CPA-16 Global and CPA-17 
Global). The new CPA will have a similar global focus as CPA-16. Historically, the formation of new funds 
has increased WPC’s revenue, especially structuring revenue.  Although market conditions are challenging, 
we believe WPC will be successful in its fundraising based on the high satisfaction rate that shareholders 
have had in the CPA funds.  Although there are indications from the Treasury markets that investors are less 
willing to put money into long-term securities, we believe the CPA’s target investor base is less concerned 
with liquidity than with the security’s ability to offer consistent dividends at an increasing rate.   
 
Storage Facilities 
In November 2006 WPC formed “Carey Storage”, a subsidiary of WPC, LLC, for the purpose of investing in 
self-storage real estate properties in the US. WPC has already acquired 13 such properties with square 
footage totaling 0.9 million square feet. It is clear the company sees value in this market and has used the 
facilities as collateral for their credit facility. We believe more storage acquisitions are on the horizon.   

 
Company Management: 
Stable Experienced Team of Innovators Reap Benefits 
W.P. Carey is considered the pioneer of sale-leaseback transactions and has worked with more than 250 
tenant companies and built a portfolio of over 100 million square feet of real estate. Under founder and 
Chairman of the Board Wm. P. Carey and CEO Gordon T. DuGan, AUM grew over the last five years at a 
compound rate of over 25%, and from 1979 to 2006 the average return (net of fees) for the CPAs has been 
11.56%. In 2007, WPC common stock returned 16.6% to its investors compared to 5.49% for the S&P 500 
Index and 16.8% for the NAREIT Index. 
 
Management Formula and Outlook 
WPC has a highly integrated investment process consisting of origination, underwriting and structuring, and 
portfolio asset management. Stressing investing for the long run rather than chasing short term advantage, the 
firm’s expertise in sourcing transactions and structured finance has enabled WPC to successfully withstand 
several business and economic cycles. Despite the uncertain global economic outlook, we believe there are 
still significant market opportunities for which WPC is well positioned to take advantage. 
 
Company Ownership 
WP Carey & Co. LLC is a relatively closely held company. Corporate insiders own 34.86% of the firm with 
Wm. P. Carey retaining ownership of over 10.1 million shares. Other than planned purchases via long term 
incentive compensation plans, there has been no net insider trading over the last six months. Institutions hold 
12.44% with JP Morgan Value Advantage Fund and Royce Total Return Fund being the two largest 
participants. There has been no material buying or selling activity over the last six months. Additionally, 
WPC is well aligned with its CPA REIT funds with ownership of over $130 million. 

Credit Crunch (Other Heading) 
The current credit crunch has begun to take its toll on the commercial mortgage industry. The crunch has 
affected developers, owners, and banks reliant on the Credit Mortgage Backed Securities (CMBS) market to 
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construct projects or refinance loans. This has created difficulty in accessing the capital required to construct 
projects. We spoke with an index analyst at Markit who explained the widening cost of protection for CMBS 
loans that has occurred since August of 2007. The cost of protection for a CMBS loan (as shown in the Chart 
5.) shows the cost of protection has expanded over 900 basis points in the past 5 months (See Appendix 
XXI). This has resulted in a freezing of the CMBS market where no securities were priced in January despite 
37 billion worth of CMBS issues in the pipeline.  

 
Although WPC has little direct exposure to these loans and does not rely on them for its business to function, 
the company could still experience difficulty in obtaining capital from banks and may have to rely more 
heavily on investors. We believe where uncertainty exists opportunity can be found and see WPC’s lack of 
exposure to such loans and conservative debt policy now beneficial to the company providing more 
flexibility than competitors in this market. WPC may have to pay higher interest rates and may not be fully 
protected against the headwinds that exist but the firm’s historic debt level on deals of 65% is low compared 
to industry standards. WPC could benefit for taking a conservative policy as banks have tightened up lending 
and increased credit standards.  

Industry Overview and Competitive Positioning 
Our Porter’s Five Forces and SWOT analyses (Appendix XVII, XVIII) demonstrate the environment in 
which WPC competes. There is a high diversity of competition within the commercial real estate industry, 
including private equity real estate funds, pension funds, banks, hedge funds and a variety of real estate 
investment trusts (REITs). Over $200 billion of investment capital has flowed into the US in the last two 
years in the form of private equity and pension funds alone. The REIT industry is forecast to grow an average 
of 14.7% per year through 2010. The global REIT industry is anticipated to reach $995 billion by 2011 which 
represents a 15-20% per annum increase. The popularity of investing in REITs is driven by three factors: 1) 
proven performance records, 2) guaranteed dividends, and 3) diversity of portfolio holdings. 

 
The market that WPC operates in is very fragmented with a number of companies specializing in different 
segments.  Comparable companies we focused on were Kimco, ProLogis, and Cohen & Steers.  Significant 
barrier-to-entry exists in the real estate market due to capital requirements. However, WPC operates within 
the less developed, smaller specialized niche of triple net lease and lease-buybacks (XVI) where competitors 
have entered from different backgrounds with varying levels of sophistication. The triple net lease market in 
the US is currently $11.2 billion/annum with the potential to reach $1 trillion/annum. In Europe, the market is 
€40.4 billion/year with the potential for up to €3 trillion/year. 
 
Moderating REIT property operating results and moderately weakening REIT financial profiles have caused 
the overall sentiment of REITS in 2008 to decline. Total return for the NAREIT All REIT Index in 2007 was 
-14.3%. Unlike residential property, commercial property fundamentals overall are relatively unchanged with 
surveys across all sectors reporting stable occupancy rates and healthy, but slowing, rental rates. Tenant 
default rates are running near its multi-year average of 0.4%, although they may rise as high as 1-3%.  A 
slowing economy will likely curtail space demand growth, but the lack of excess supply is expected to help 
maintain healthy property fundamentals with divergence across property sectors and regions. In general, 
REITs have long-term leases to help protect their earning streams. Many REITs benefited from multiple 
strong years and have repositioned their portfolios into stronger markets (Europe) to weather any slowdown. 

 
WPC appeals to income oriented investors seeking reliable, consistent returns with low risk. While their 
REIT business has grown at a compound rate of 24% over the last seven years, WPC retains a low volatility 
profile. The firm is focused on compounding investor dollars rather than generating high internal rates of 
return, which is difficult with REIT lease holding periods averaging 18.8 years. The four REIT programs 
have over 120,000 investors with an average investment size of $30,000. The majority of their retail investors 
are “baby boomers” desiring income investment vehicles. This segment of the US population will expand 
through 2012 and reach 50,000 million persons after which the rapid growth will cease (see Appendix XIX). 
 
Capitalization rates have increased and are headed higher. WPC’s market risk is spread over many non-
correlated industries in the US and Europe.  Although the firm may suffer a short-term decrease in cash 
flows, it is well positioned to withstand a downturn. With 30% of WPC’s revenue generated outside the US, 
foreign currency appreciation should help offset possible decreases (5-10%) in US asset valuation. 

 
In 2007 WPC completed a corporate restructuring which simplifies the K-1 for shareholders. The elimination 
of mechanical restrictions should help broaden WPC’s investor base and benefit the company’s market 
valuation. In addition, the firm is presently considering methods to alter the flow of earned fees from their 
asset management business to WPC that will lower their corporate tax burden.  
 
Sector and Regional Analysis 

The firm’s historic 
debt level on deals 
of 65% is low 
compared to 
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WPC has a significant proportion of its assets in the stronger performing industrial, warehouse, and office 
sectors and lower exposure in the retail space where fundamentals have turned negative (Appendix XXIV). 
Approximately 87% of its revenues stem from industrial, warehouse/distribution and office properties. WPC 
owned real estate portfolio consists of 181 properties with 109 tenants. Overall vacancy rate is 3.8%. The 
largest tenant sectors include industrial 49.3%, warehouse 29.3%, and office 12.7%, with retail only 5.7%. 
The CPA REIT programs consist of 677 properties with 179 tenants. Overall vacancy rate is .007%. The 
largest representative sectors are industrial 35.2%, office 25.8%, warehouse 20.6% and retail 7.8%. Over the 
last five years, WPC has divested of a portion of its retail and leisure/entertainment holdings in favor of 
healthcare, cargo and transportation related properties (see Appendices). 
 
European Focus 
We project that WPC will continue and increase its global focus, particularly in Europe.  Commercial 
property markets in Europe are projected to suffer a milder and shorter duration soft period than US markets 
as per the European real market consultant king Sturge’s outlook report and the analysis made by the 
Economists.  WPC already has substantial experience and contacts within European real estate markets which 
will enable them to fully capitalize on these opportunities. Rising interest rates and seizures in the CMBS 
markets may increase the attractiveness of sale-leaseback arrangements, while strong occupier demand and 
business fundamentals make European commercial real estate a more attractive investment for WPC.  While 
the US has a mature sale-leaseback market, Europe still has high levels of owner-occupied commercial real 
estate with a large and growing market for sale-leaseback arrangements 

Financial Analysis 
Revenues & Earnings  
After a surge in structuring revenue in 2007, we expect WPC’s revenues to fall 14% in 2008 and then grow at 
an 8% annual rate from 2008 through 2011.  Upward trends in revenue growth are expected to continue with 
annual variation in the timing of several revenue streams.  As we saw in 2008, these streams relate to 
structuring revenues and deferred revenues subject to performance thresholds in the CPA REITs and the 
timing of new acquisitions.  The lumpy nature of WPC’s investment management business will lead to a 
revenue decline in 2008, but this is a growing business for WPC.   
 
Within the Investment Management operation, the establishment of CPA-17 in FY08 will be the driving force 
in the increase in WPC’s main source of revenue growth, Assets Under Management (AUM).  AUM is 
expected to increase steadily from $8.5 billion to $12.1 billion in FY11 as new properties are acquired in 
CPA-17 & CPA-16.  Importantly, due to WPC’s business structure most of these revenues will be received in 
lumpy payments over the next three years.  We project Investment Management revenue will decline from 
$161 million in 2007 to $117 million in 2008 before growing at an 8% rate through 2011.  Following the 
patterns set by previous CPAs, we expect CPA17 to meet its hurdle rates in FY10 of 5.0% and 6.0% for 
structuring and acquisitions fees, respectively. We have modeled this situation, taking into account the 
recognition of accrued deferred revenue of about $21 million from CPA-17 during FY10.  We model 2011, 
our terminal year, as a normal year with average levels of structuring and deferred revenue flowing through 
WPC’s income statement. 
 
Revenues from the WPC’s Real Estate Operations are also expected to continue in a strong, upward trend in 
spite of overall economic weakening.  We project revenue from owned assets to expand 10% in 2008 and at 
an 8% rate from 2008 through 2011.  This is partially due to the increased revenue expected from the newly 
formed subsidiary, Carey Storage, which is the primary asset base expected to grow.  We expect 3-4% of 
these annual gains will come from step-ups embedded in existing leases, based on CPI. 
 
Lease income and asset management fees for the CPAs are vulnerable to reductions in asset values and lessee 
default. Although we do anticipate some impairment in asset values as a result of the current credit crunch 
and weakness in the commercial real estate market, lease revenues should be protected as long-term leases 
serve as a hedge against negative asset value fluctuations. Further, we anticipate increases in asset values 
from new acquisitions in CPA17.  This should partially offset these impairments, while also increasing 
WPC’s asset base.  
 
Overall FFO growth is expected to decline to $2.81 in FY08 due to the lumpy payment scheme in the 
Investment Management Division, but will increase to $2.87, $3.47, & $3.42 in FY09-FY11 as CPA-17 
meets its performance criteria in FY10 and AUM expands.  These increases in FFO are also dependent on 
WPC’s ability to acquire additional properties for the CPA REITS, while accruing attractive fees on the 
structuring, managing, and disposition of these properties.    WPC management is very experienced in 
structuring sale-leaseback deals in the United States and Europe and has been successful in increasing their 
global diversification.  We anticipate continued growth in the European markets where a much greater 
proportion of commercial real estate is owner-occupied than in the US.  Disruption in the credit markets 

WPC’s main source 
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makes sale-leaseback transactions a more attractive financing option for companies less able to raise funds on 
the capital markets at attractive rates.  
 
Cash Flow 
We expect WPC to generate $109 million from net income and depreciation in 2008.  About $21 million of 
this will be used for the after-tax cost of the SEC settlement and another $21 million will go to grow the 
structuring revenue and deferred acquisition revenue receivables that will turn into cash in future years.  
WPC will also use $50 million of cash flow in 2008 in taking management income in the form of CPA 
shares.  We expect the company will use about $29 million to invest in fixed assets and will return $99 
million to shareholders in dividends and share buyback.  As a result of these flows, we see debt increasing 
$116 million in 2008.  Please see Figure 3 for our complete cash flow model.  If capital is difficult or 
expensive to raise, WPC could scale back investment in fixed asset acquisitions and could elect to take its 
management income in cash.  

WPC is very dependent on a strong cash flow to be able to pay the hefty dividend they distribute each year.  
Distributions to shareholders are expected to be about $85 million in FY08, an 18.3% increase from FY07.  
This is primarily due to a one-time special dividend of $.27 declared in FY07.  This dividend payout is 
expected to decline in FY09, but will increase steadily from there on.  In addition, WPC is completing its 
share repurchase of $40 million, with about $14.5 million still awaiting repurchase in Q1 of FY08.  Between 
dividends and share repurchase, WPC is returning $97 million to stockholders in 2007 and $99 million in 
2008.  These large increases in cash flow outlay to shareholders indicate the strength management has in its 
business structure.     

Principal payments and interest expense also have a large impact on cash flows.  In FY07 interest expense 
was approximately $21 million.  This amount is expected to increase as WPC taps their credit facilities and 
adds new mortgages to finance principal and balloon mortgage payments, in addition to new properties.  
However, WPC’s effective interest rate is projected to decline in FY08 as fixed mortgage rates benefit WPC 
in a rising interest rate environment (primarily due to the credit crunch).  See Appendix VI (Debt Schedule) 
for further detail.   

Another strain on WPC’s cash flow is the large portion of fees that WPC receives in the form of shares in the 
CPAs, rather than as cash. This has a negative impact on operating cash flow.  In FY07, this amounted to 
$55.5 million, of which approximately $11 million came from deferred performance fees due to CPA-16 
meeting its performance criteria.  We expect this amount to decline slightly to $50.4 million in FY08.    On 
the other hand, these shares do generate cash in the form of distributions from the CPA REITS.   We expect 
the net effect of the investment in the CPA REITS to continue to be a drag on cash flow until one of the 
REITS enters a liquidity stage and is required to payout its NAV to shareholders.  Based on CPA-17’s new 
performance fee structure of 10% of OCF, fees from CPA REITS are expected to increase as the performance 
fees (which are fully paid for in shares, not cash) increases slightly in comparison to previous CPA REIT 
structures.   See Appendix XIIII for the impact this could have on fees, and therefore on cash flows. 

Principal and balloon payments of $51 million are expected to come due in the next two years. WPC should 
be able to refinance most of their balloon payments, but principal payments will have to be made through 
cash available.     

On a strong note, WPC’s Real Estate Operations’ revenue is a stable source of cash to sustain some of the 
firm’s cash needs.  Furthermore, they have only used $62.7 million of their $250 million credit facility as of 
FY07.  With attractive interest rates pegged to a declining LIBOR rate, this credit facility will allow WPC to 
finance their cash needs at rates lower than their mortgage debt.  

Balance Sheet & Financing 
WPC has a strong balance sheet with real assets that have appreciable value.  The balance sheet is also 
conservatively leveraged at a debt/equity level of 49.9%.  At the end of FY07, they were invested in upwards 
of $1 billion in assets (real estate, equity in real estate, and financing leases), with only $635 million in debt.  
This debt/asset ratio of about 63.5% is low compared to the usual recent industry leverage on real estate at 
80%.  This debt has a weighted average interest rate of 6.3% on fixed rate debt and 5.9% on variable rate 
debt.  Interest coverage is strong with EBITDA more than 6.7X interest expense, while anticipated interest 
coverage is 5.6X for FY2008.  The majority of the mortgage loans are variable rate with eventual balloon 
payments, presenting interest rate and credit market risks.  However, the overall low level of leverage 
combined with a lack of direct reliance on the CMBS market puts WPC in a relatively strong position within 
the industry.  Due to mortgage interest rates primarily pegged to LIBOR which is trending downward, and 
rents primarily pegged to CPI which is trending upward, we anticipate increased earnings in the short term 
(see Appendix XXII).  Increased spreads over LIBOR for new mortgages and balloon mortgages that must be 
rolled over in the near future are anticipated to eliminate this temporary benefit.  WPC has a spike in balloon 
payments due in FY2009; however, we anticipate a fully functioning credit market at that time.  If this is not 
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the case, WPC will still be able to lean on credit facilities for support, especially since they can do so at lower 
interest rate than the current mortgage interest rate. WPC’s strong balance sheet and solid credit history are 
expected to provide continued access to credit at relatively low interest rates.   Combined with a history of 
financing their mortgages directly through banks, we project the firm will have sufficient access to capital to 
refinance the balloon mortgages due even in the near term while credit markets remain difficult.  See 
Appendix  IV, VI  and XXII –Balance Sheet, Debt Schedule,LIBOR/CPI graph. 

Investment Risks to the Buy Recommendation 
          W.P. Carey’s “Independent Investment Team” is not so independent. 

WPC has spoken publicly about its investment team of members independent of WPC who specialize in the 
arrangement of private financing for companies, primarily in  in net lease transactions. However, we have 
found 2 members of this Investment Committee are actually employed by WPC. George E. Stoddard and Dr. 
Karsten von Koller have been employed at WPC since 1979 and March 2004 respectively. The lack of true 
independence could lead to a conflict of interest in working on potential deals for the company.  However, 
the CPA REITs have historically had excellent returns with this structure. 
 
CPA Share Haircut 
Two things have caught our attention regarding shares of the CPAs. The first is found the CPA 17 prospectus. 
In Appendix XXVII we show a section from the CPA 17 prospectus that shows financial planners collection 
of a 10% selling expense to clients. This is a steep haircut on investments and could be giving investors less 
than they bargained for. Nevertheless, CPA REITs have been very successfully sold in the past. 
 
CPA 17 will now receive performance fees as a percentage of Operating Cash Flow, not AUM. 
WPC’s CPA 17 fund will now be receiving performance fees based on Operating Cash Flows. We believe 
WPC will continue to take a portion of these fees in shares of the CPA. Although this could be more 
beneficial to the company as a whole it ties WPC more into the performance of the REIT. Should problems 
arise with the REIT, WPC could be affected more than if fees were collected off AUM.   However, long-term 
leases usually represent highly stable cash flows. 

 
WPC European business operations are subject to risk from effects of foreign currency exchange rates 
and are subject to economic conditions and laws of the countries they operate in. 
WPC manages foreign exchange risk by placing both its debt obligation to the lender and the tenant’s rental 
obligation in the local currency. WPC typically uses a much higher leverage ratio on international deals so 
the local currency debt serves as a natural hedge for the company. However, there are some deals that are 
paid in equity which is not hedged leaving WPC to some level of FX risk.  The US sub-prime mortgage and 
real estate crisis have affected the European economy.  Nevertheless, the European outlook remains positive. 
Also, WPC is subject to the local laws of the areas that they participate in. A recent example of this, in the 
retail industry in France, involves two new laws (“Loi Royer” and “Loi Raffarin”) that limit the number of 
newly constructed supermarkets over 300 square meters in France. A similar law exists also in Poland.  We 
view this as a risk to WPC’s overall growth due to the limit it puts on an industry they currently operate in 
with Carrefour SA. However, this could also be an opportunity for WPC if they are able to get more contracts 
for Carrefour’s real estate.   
 
WPC & Carey Financial are subject of an ongoing SEC investigation. 
W.P. Carey has been involved with an ongoing SEC investigation regarding the sale of shares from its CPA 
15 in late 2002.  Although the company reached a $30 million agreement the settlement is still under review 
and WPC could be subject to further charges. WPC recognized an $8.9 million tax credit resulting in a net 
charge of approximately $21 million. However, we anticipate the SEC accepting the settlement. 
 
WPC may have trouble raising capital for and maintaining historic returns in its CPA 17 fund.  
Current turmoil in the markets may impede CPA17’s ability to raise capital by selling shares.  CPA 17 had 
raised approximately $40M on February 28, 2008.  That is significantly behind fundraising at this stage in the 
previous two CPAs. (See Appendix XIV for CPA 17 funding projections) 
 
Default by tenants is a substantial risk to WPC’s revenues and asset values.  Our analysis of tenants for which 
credit ratings have been assigned by S&P reveals that the average risk of rated firms directly owned by WPC 
is BBB, while the average credit grade in each of the three active CPAs is BB+. In addition, the average 
credit rating of rated companies in the group as a whole is BB+.  This validates the internal credit risk 
analysis performed by WPC on unrated companies.  This in-house credit analysis allows the identification of 
companies with better credit prospects than may be shown in their external ratings, improving WPC’s 
profitability.  However, we have projected slower capital accumulation and anticipate strong overall tenant 
performance due to historic good returns and the extra, in-house credit analysis. 
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Appendix I: Income Statement- REIT II 
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Appendix II: Income Statement- Investment Management 
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Appendix III: Income Statement- Consolidated 
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Appendix IV: Balance Sheet 
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Appendix V: Cash Flow Statement 
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Appendix VI: Debt Schedule 
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Appendix VII: Valuation Overview  
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Appendix VIII: Sum of Parts and P/FFO Valuation  
Firm-Wide Valuation - P/FFO

2007 A 2008 E 2008 E 2009 E 2010E 2011E
FY 1st Q 2nd Q 3rd Q 4th Q FY FY FY FY

FFO
Net Income 79,252.0$     22,132.6$    22,755.3$        22,218.6$    23,324.2$    90,430.6$     92,150.3$     116,455.8$   114,513.1$   
 + Depreciation 14,236.0       4,271.7        4,349.9            4,428.2        4,506.5        17,556.4       18,621.4       19,280.1       19,735.7       
 - Gain/ + Loss from sales of depreciable real estate 15,486.0       -                -                     -                -                -                  -                  -                  -                  
 + Amortization 11,307.0       906.7          906.6               906.7          906.6          3,626.6         3,547.4         3,479.5         3,425.7         
 + Straight - line Rent 2,972.0         600.0          600.0               600.0          600.0          2,400.0         2,400.0         2,400.0         2,400.0         
 + Provision for SEC Settlement
 - Gain/ + Loss from sales of securities (3,114.0)       -                -                     -                -                -                  -                  -                  -                  
 + Impairment losses related to depreciable property 3,334.0         -                -                     -                -                -                  -                  -                  -                  
 + Adjustments for minority interests - consolidated affiliates 4,143.0         150.0          150.0               150.0          150.0          600.0            600.0            600.0            600.0            

FFO 127,616.0$   28,060.9$    28,761.9$        28,303.4$    29,487.3$    114,613.6$   117,319.0$   142,215.4$   140,674.5$   

FFO - per share (basic) 3.35$           $0.74 $0.76 $0.75 $0.78 $3.02 $3.09 $3.74 $3.70
FFO - per share (diluted) $3.20 $0.70 $0.72 $0.71 $0.74 $2.87 $2.94 $3.57 $3.53

Industry P/FFO Multiple 10.7x
WPC - Total FFO (2008E) $2.87
Price per share $30.87  
 
 
 
 
 
 
 
 
REIT II Valuation - P/FFO

2007 A 2008 E 2008 E 2009 E 2010E 2011E
FY 1st Q 2nd Q 3rd Q 4th Q FY FY FY FY

FFO 
Net Income 42,444.0$     9,236.7$      9,424.8$          9,772.0$      10,619.5$    39,053.0$     43,114.8$     44,289.9$     48,300.1$     

 + Depreciation & Amortization 21,364.0       4,132.3        4,210.6            4,288.9        4,367.2        16,999.0       17,984.7       18,575.6       18,977.4       
 + Straight - line Rent 2,972.0         600.0          600.0               600.0          600.0          2,400.0         2,400.0         2,400.0         2,400.0         
 - Gain/ + Loss from sales of depreciable real estate (15,486.0)     -                -                     -                -                -                  -                  -                  -                  
 - Gain/ + Loss from sales of securities (3,114.0)       -                -                     -                -                -                  -                  -                  -                  
 + Impairment losses related to depreciable property 3,334.0         -                -                     -                -                -                  -                  -                  -                  
 - Adjustments for minority interests - consolidated affiliates 1,409.0         400.0          400.0               400.0          400.0          1,600.0         1,600.0         1,600.0         1,600.0         

FFO 52,923.0$     14,369.0$    14,635.4$        15,060.9$    15,986.6$    60,052.0$     65,099.5$     66,865.6$     71,277.5$     

FFO - per share (basic) $1.39 $0.38 $0.39 $0.40 $0.42 $1.58 $1.71 $1.76 $1.88
FFO - per share (diluted) $1.33 $0.36 $0.37 $0.38 $0.40 $1.51 $1.63 $1.68 $1.79

Industry P/FFO Multiple 10.7x
WPC - Total FFO (2008E) $1.51
Price per share $16.17  
 
Investment Management Valuation - P/E

2007 A 2008 E 2008 E 2009 E 2010E 2011E
FY 1st Q 2nd Q 3rd Q 4th Q FY FY FY FY

Investment Management Net Income 36,808.0$     12,895.9$    13,330.5$        12,446.6$    12,704.7$    51,377.6$     49,035.5$     72,165.8$     66,213.0$     

Net Income - per share (basic) 0.97$           0.34$          0.35$               0.33$          0.33$          1.35$            1.29$            1.90$            1.74$            
Net Income - per share (diluted) 0.92$           0.32$          0.33$               0.31$          0.32$          1.29$            1.23$            1.81$            1.66$            

Industry P/E Multiple 15.8x
WPC - IM EPS (2008E) $1.29
Price per share $20.34  
Source: Company Documents, Student Estimates 

 
 
 
 
 
 
 
 
 
 
 
 
 
 



NYSSA  Date: March, 11 2008  

 

NYSSA INVESTMENT RESEARCH CHALLENGE STUDENT RESEARCH 20 

Appendix IX: Comparables   
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Appendix X: Dividend Discount Model  
Dividend Discount Model

2007 A 2008 E 2008 E 2009 E 2010E 2011E
FY 1st Q 2nd Q 3rd Q 4th Q FY FY FY FY

FFO 3.201$          0.704$         0.721$             0.710$         0.740$         2.875$          2.943$          3.567$          3.528$          
Dividend 1.878           0.482          0.487               0.492          0.497          1.958            2.038            2.093            3.528            
Payout Ratio 58.67% 68.48% 67.51% 69.30% 67.20% 68.11% 69.26% 58.67% 100%

DDM 2008 E 2009 E 2010E 2011E Market Assumptions
Dividends 1.958$         2.038$             2.093$         3.528$         Risk free rate (Rf) 4.0%

Market Risk Premium (Rm-Rf) 9.8%
Equity "levered" Beta (Bl) 0.64

Terminal Value 48.522$       Equity Cost of Capital (Ke) 10.3%
Growth Rate (perpetuity) 3.0%

PV of Dividends 1.776$         1.676$             1.561$         35.201$       Historical Dividend Growth 3.1%

Price 40.214$        
Source: Company Documents, Student Estimates 
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Appendix XI: Net Asset Value Analysis  

W. P. Carey & Co.  LLC. 

NAV Estimate 4Q 2007

NAV per Share $48.18

Forward 12 Month NOI 117,706
Less: Straight-Line Rent (2,400)                 
Less: Capital Expenditures (7,600)                 
Forward 12-Month Cash NOI 107,706
Nominal Cap Rate 6.64%

Real Estate Value 1,622,328$         

Management Income 51,378
Multiple 15.0x
Value of Management Income 770,664$            

Gross Asset Value 2,392,993$         

Secured Credit Facility 35,581$              
Unsecured Credit Facility 88,700$              
Mortgage Notes 223,410$            
Accounts Payable 59,445$              
Accrued Taxes 65,152$              
Total Debt 472,288$            

Net Asset Value 1,920,705$         

Shares Outstanding 37,988                

Options 542                     

Fully Diluted Shares Outstanding 39,868                

Net Asset Value/ Share 48.18$                

Current Common Stock Price 30.73$                

Premium/ Discount to NAV (36%)

Current REIT Market Price/NAV Premium * (16%)

Target Price 40.47$                

* Provided by Green Street Advisors  
W.P Carey LLC Dec. 31, 2007 Cap. Rate

WPC National Cap Rate
Retail 8.00% 6.5%
Warehouse/ Distribution 15.00% 6.9%
Office 34.00% 6.3%
Industrial 38.00% 6.9%
Other. 5.00% 6.4%
TOTAL 100.00%

Implied Cap. Rate 6.64% 6.40
*Cap. Rates Provided By Real Capital Analytics  

Source: Company Documents, Student Estimates 
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Appendix XII: Green Street Advisors- Price Premium to NAV Graph  
 
 
REIT Share Price Premiums to Green Street NAV Estimates  
  January 1990 – February 2008 

 
Source: Green Street Advisors 
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Appendix XIII: CPA-17 New Performance Fee Impact  
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Appendix XIV: Forecasted Acquisitions & CPA-17 Funding  
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Appendix XV: Asset Management Revenue  
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Appendix XVI: WPC’s Market Positioning  
            
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Company Documents, Student Estimates 
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Appendix XVII & XVIII: SWOT Analysis & Porter’s 5 F orces 
 

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Company Documents, Student Estimates 

 

Barriers To Entry: Medium  
·  High Capital Requirements 
·     Credit Worthiness Important 
·  Experience in structuring 

finance deals essential 

Bargaining Power of Suppliers: 
Medium 

·  Growing need for capital 
·  Quality management 

important 
·  Ability to consummate deals 

on timely basis necessary 
·  Decreasing underlying asset 

value 
·  Higher supplier switching 

costs 

 
 
 

Bargaining Power of Buyers: High 
·  Many large and small investors 
·  Investor appetite to yield 
·  Low investor switching cost. 

Threat of Substitutes: High 
·  Many large and small investors 
·  Investor appetite to yield 
·  Low investor switching cost. 

Industry Competitors: High  
·  Many domestic and global, 

large and small players 
·  High diversity of competitors 
·  Moderate brand identity 
·  High Exit Barriers 
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Appendix XIX: Baby Boomer Population 

 
Source: US Census 
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Appendix XX: WPC & CPA Tenant Credit Ratings  
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Appendix XXI: Markit – CMBX Spreads  

 
Source: Markit.com 
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Appendix XXII: CPI vs LIBOR  
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Appendix XXIII: Comparisons of CPA Fee Structures 
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Source: Company Documents 

 
 
Appendix XXIV: U.S. Properties by Geographic Region 

 

 
 Source: Company Documents 
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Appendix XXV: Sale Leaseback Structure 
.   

 
 
Sale-leaseback transactions provide tenants with immediate access to capital while retaining operational control of the properties. WPC’s 
properties are triple-net-leased, so tenants are responsible for all taxes, maintenance, insurance, and other expenses that arise from the use 
of the property. This arrangement is attractive to tenants desiring to improve their balance sheets, reduce debt, or free capital for expansion.   

 
Source: Company Documents 
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Appendix XXVI: Common Stock - YTD Returns for WPC and Comparables (Excluding dividend yield) 
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Appendix XXVII: CPA- 17 Share Hair Cut 
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