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•  $1.2 trillion market split roughly 50/50 between commercial banks and 
institutional investors.  
• This market is a little over 20 years old, it’s generally very liquid with good 
price transparency and generally accepted trading conventions as established 
by the LSTA (Loan Syndications & Trading Association) . 
• Rated below investment grade, i.e. below Baa3 by Moodys and BBB- by 
S&P . 
• Have variable interest rates which are usually tied to three month LIBOR*  
•  Generally secured by a first lien on assets and therefore senior to unsecured 
claims.  
• Prepayable at any time, i.e. no “call protection”. 
•  Governed by credit agreements which contain both affirmative covenants 
(“you shall do this”) and negative covenants (“you can’t do this”).  
•  Generally have a low correlation with other asset classes 
•  Market not directly accessible by retail investors.  

Basic Features of Leveraged Loans 



Participation in the Loan market from Institutions continues with CLOs 
and Mutual Funds regaining a larger share of the market in recent 
years .   



Liquidity in the Loan market has remained robust with several third 
party vendors providing daily pricing for institutional investors.    
   



The default rate in the Leveraged Loan market has tracked the default 
rate of High Yield Bonds. However, the Default Loss Experience has 
been superior historically due to the secured nature of the market.  

Source: Credit Suisse. 2013 Leveraged Finance Outlook and 2011 Annual Review 



Leveraged Loans lack of interest sensitivity and low correlation to 
equity provide enhanced portfolio diversification.   Historically low 
coupons have caused High Yield Bonds to exhibit an uncommonly high 
interest rate sensitivity recently. Leveraged Loan indices are now 
outperforming High Yield Bond indices year to date.   
   

     

      

      

      

      

      

Past performance is no guarantee of future results. 

Source: Morningstar – Ibbotson Associates Encorr Software Application, Barclays Capital, Credit Suisse 
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This material has been prepared and provided by Carter Validus Mission Critical REIT, Inc. and its sponsor and advisor.  By accepting this material, the recipient acknowledges and agrees that:  (1) all of the 
information contained herein is confidential; (2) the recipient will not reproduce this material, in whole or in part; (3) the recipient will not distribute, or allow to be otherwise provided to investors; and (4) any 
proposed actions by the recipient which are inconsistent in any manner with the foregoing agreements will require the prior written consent of Carter.  



Advantages of  
Net Lease Investing 

•  Provides greater certainty of income 

•  Helps mitigate risk by avoiding reset of leases 

•  Leases generally have annual contractual rental rate increases 

•  Helps mitigate risk by eliminating significant ongoing expenses 



A Net Lease Strategy 
With HIGH GROWTH INDUSTRIES 

Technology Healthcare 

Richardson Data Center Baylor Medical Center Richardson Data Center Baylor Medical Center 



High Growth Property Sectors 

Data Center Real Estate 
What’s Driving Demand? 
 
•   Generally recognized as the 

 backbone of cloud computing & 
 smart phone technology 

•   Cloud computing is expected to 
 grow at an average rate of 28%  
 per year through 2020 

 
•   Demand for data center space is 

 outpacing supply by three times 

•  Generally recognized as the 
backbone of cloud computing & 
smart phone technology 

• Demand for data center space is 
outpacing supply by three times

Healthcare Real Estate 
What’s Driving Demand? 
 

•   Over 78 million Baby Boomers are 
 approaching retirement and are 
 facing increased spending on  
 healthcare services 

•   By 2020, one in every five dollars 
 spent, will be on healthcare 

•  Legislation is expected to add 
approximately 46 million additional 
people to the healthcare system 



Case Studies 

Data Center Healthcare D t C t

Philadelphia Data Center Akron Medical Center 



Carter Validus Mission Critical REIT 

• Direct Investment in Real Estate via Non-Listed REIT 

• Non-correlated to publicly listed equity securities 

• Diversification amongst multiple properties for individual investor 

• Professional Management 

• 7% Annual Distribution 

• Targeted Exit: 4-6 Years 

IMPLEMENTING THE STRATEGY 



Portfolio Summary 
Total Acquisition Price:  $554,000,000 

 Data Center    $293.4 million 
 Healthcare      $260.6 million 

Weighted Avg. Lease Yield:       9.41% 
Leverage Ratio:  39.6% 

No. of Investments:  25 
 Data Center    10 

 Healthcare    15 

Weighted Avg. Occupancy:  100% 

Weighted Avg. Remaining Lease Term:  11.7 years 

Avg. Annual Rent Escalators:  2.2% 

Annualized Distribution Rate:  7.0% 
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Ultra High Grade  
Short Duration Fixed Income 



The Current Market Menu 



U.S. Treasury Interest Rate Sensitivity 
Asymmetric Payoff Return Profile – 1 Year Holding Period 



M.D. Sass Two-Year Fixed Income Composite 
1/1/1993 – 6/30/2013 







Key Axis Name Last Minimum Maximum Mean Standard 
Deviation 

Standard            
Deviation 
Change 

Left FNCL 5.0 TBA Option Adjusted Spread 51.323 -42.712    25-Sep-2012 71.084     05-June-2013 22.050 31.037 3.530 

Left FNCL 5.5 TBA Option Adjusted Spread 
 

64.232 -9.048      25-Sep-2012 
 

91.354     05-June-2013 50.602 29.243 2.824 






