The Advisory

Market Monitor
Hail the Peerless City: Seattle Leads Top 20 Markets in Mid-Year Snapshot
of Class A Apartment Rent Growth

July 21, 2016 | By Mark Simpson, Senior Associate, and Erin Talkington, Vice President
Seattle Leads the Nation in Class A Apartment Rent Growth at 9.9%

Seattle saw impressive rent growth of 9.9%, the largestincrease in year-over-year effective rentin Class Aapartments
in the nation’s largest markets. This robust gain follows outstanding growth at year-end 2015, when Seattle was
ranked 2nd in the nation behind Portland. The Peerless City’s continued rise in rents is due to a variety of factors,
including high-income job growth fueled by a burgeoning tech sector, total non-farm employment increasing by
3.6% over the last 12 months," and delivery of new apartments that have struggled to keep pace with demand, at
a least for now. Over 16,000 apartment units are proposed or under construction, and likely to deliver in the metro
area by 2018. This represents over 4% of the region’s rental apartment stock, well above the national average of
about 2%? for metro areas, indicating that a decline in the rate of growth may be a sign that the Seattle market is
beginning to cool as the area becomes inundated with new supply.

Top 20 Markets for Class A Apartment Rent Growth, Q2 2015 - Q2 2016
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SOURCE: Axiometrics
Top Three Markets Saw Rental Increases Average 9.7%, Down from 2015 Year-End Snapshot

The top three markets in the mid-year snapshot, the same top three from the 2015 year-end survey, saw annual
increases in rent of more than 9%, over twice the national average of 4.2%. These markets averaged a growth rate
of 9.7%, which is over 300 basis points lower than the 12.8% average of the top three markets in the 2015 year-end
snap shot, an overall decline of almost 25%. National rent growth slowed over the same period from 4.6% to 4.2%,
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or approximately 10%, indicating that rent growth in the hottest markets is slowing at a faster rate than the national
average. Still, this slight slowdown may just be a regression to the mean, as indicated by the mild dip in occupancy
for all three markets. RCLCO anticipates that these three top markets will continue to experience strong growth well
above the national average for the foreseeable future.

Top 20 US Markets for Class A Apartment Rent Growth, Q2 2015 — Q2 2016

Ranking Class A Average Asking Rent % Change Occupancy Rate
Mid-Year Year-End Year-End Mid-Year | Year-End Mid-Year
2016 2015 Metropolitan Area Q4 2014 Q22015 Q4 2015 Q2 2016 2015 2016 2015 2016
1 2 Seattle, WA $1,704 $1,950 $1,912 $2,142 12.2% 9.9% 96.1% 95.7%
2 3 Sacramento, CA $1,410 $1,530 $1,567 $1,678 11.2% 9.7% 96.8% 94.4%
3 1 Portland, OR $1,283 $1,453 $1,477 $1,592 15.1% 9.6% 95.3% 94.4%
4 10 Las Vegas, NV $910 $975 $979  $1,060 7.6% 8.7% 95.1% 94.1%
5 6 Salt Lake City, UT $1,007 $1,057 $1,093 $1,141 8.5% 8.0% 96.9% 95.8%
6 9 Orlando, FL $1,168 $1,223 $1,258 $1,314 1.7% 7.5% 95.8% 96.1%
7 24 Riverside, CA $1,575 $1,624 $1,650 $1,744 4.7% 7.4% 95.4% 94.9%
8 19 Memphis, TN $1,085 $1,127 $1,143 $1,210 5.3% 7.4% 94.9% 95.7%
9 15 Phoenix, AZ $1,103 $1,132 $1,165 $1,212 5.6% 71% 94.2% 94.2%
10 46 Providence, RI $1,868 $1,910 $1,868 $2,045 0.0% 71% 95.4% 94.6%
11 16 Nashville, TN $1,289 $1,346 $1,360 $1,433 5.5% 6.5% 96.0% 96.1%
12 27 Raleigh, NC $1,014 $1,072 $1,061 $1,140 4.6% 6.4% 96.0% 95.9%
13 18 Fort Worth, TX $1,160 $1,198 $1,222 $1,274 5.3% 6.3% 95.1% 95.4%
14 7 San Diego, CA $2,038 $2,117 $2,209 $2,249 8.4% 6.2% 96.0% 95.8%
15 13 Fort Lauderdale, FL $1,779 $1,842 $1,902 $1,955 6.9% 6.1% 94.7% 95.4%
16 32 Dallas, TX $1,300 $1,343 $1,354 $1,422 4.1% 5.9% 95.9% 95.6%
17 4 Cleveland, OH $977  $1,089 $1,069 $1,150 9.4% 5.6% 95.4% 93.3%
18 25 Jacksonville, FL $1,064 $1,113 $1,114 $1,175 4.6% 5.6% 94.0% 92.9%
19 38 Detroit, Ml $1,339 $1,361 $1,370 $1,436 2.3% 5.5% 96.7% 97.0%
20 12 St. Louis, MO $924 $968 $989  $1,020 7.0% 5.3% 95.8% 94.8%
- National (Class A) $1,482 $1,542 $1,551 $1,606 4.6% 4.2% 95.3% 95.0%

SOURCE: Axiometrics
Smaller, Lower Rent Markets Dominate the Top 20 List

Over one-half of the top markets (12 in total) are relatively small and have Class A rents below the national average.
Markets with a small population, such as Memphis (1.3 million), Raleigh (1.2 million), and Salt Lake City (1.1 million)
are all near the bottom of the 50 largest metropolitan areas, with rents well below the national average, and yet they
have some of the strongest rates of effective rent growth. RCLCO expects these smaller, non-traditional apartment
markets to draw increased interest from investors looking to move out of more competitive, lower-yield areas in
search of higher returns.

Surprise Swing from Providence Launches New Market into the Top 20

The market that made the biggest jump in the rankings since year-end 2015 was Providence, rising from 46th in the
year-end 2015 snapshot to 10th place in this most recent survey. Rent growth in the market for previous quarters
had been more or less flat, hovering around $1,850-$1,900 from Q4 2014 to Q4 2015. This anemic rate of rent
growth was well below the national average of 4.7%, putting Providence near the bottom of large U.S. markets in
the year-end 2015 snapshot. With no new deliveries of high-end apartment units since 2014, this jump in rent can
be attributed exclusively to rent growth in existing Class A product.
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Full Rankings for Class A Apartment Rent Growth, Q2 2015 - Q2 2016

Seattle, WA . 9,99,
Sacramento, CA e 9.7%
Portland, OR . 9.6%
Las Vegas, NV . 8.7 %
Salt Lake City, UT . 8.0%
Orlando, FL e 7 5%
Riverside, CA . 7 4%,
Memphis, TN . 7 4%
Phoenix, AZ . 7 1%
Providence, RI . 7 1%
Nashville, TN . 6.5%,
Raleigh, NC I 6.4%
Fort Worth, TX . 6.3%
San Diego, CA . 6.2%
Fort Lauderdale, FL . 6.1%
Dallas, TX P 5.9%
Cleveland, OH e 5.6%
Jacksonville, FL P 5.6%
Detroit, Ml I 5.5,
St. Louis, MO I 5.39%,
Atlanta, GA s 5.0%
Tampa, FL s 5.0%
Los Angeles, CA I 4 8%,
Anaheim, CA e 4.7 %
Charlotte, NC e 4. 4%,
San Jose, CA e 4.2%
Kansas City, MO s 4 2%,
National (Class A) 1 4.2%
Austin, TX e 4 1%
Boston, MA e 3.9%
Columbus, OH e 3.6%
Cincinnati, OH s 3.59%,
West Palm Beach, FL s 3.3%
San Antonio, TX e 3.3%
New York, NY e 3.3%
Richmond, VA e 3.2%
Denver, CO s 2 9%
Oakland, CA e 2.6%
Louisville, KY e 2 4%
Washington, DC e 2.1%
Indianapolis, IN e 2 1%
Chicago, IL e 2 0%
Minneapolis, MN e 1.9%
San Francisco, CA s 1.8%
Baltimore, MD mmm— 1.6%
Virginia Beach, VA mmm 0.9%
Miami, FL s 0.9%
Oklahoma City, OK -2.3% ——
Houston, TX -3.1% ————
Philadelphia, PA  -4.4% s
-6% -4% 2% 0% 2% 4% 6% 8% 10% 12%
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Article and research prepared by Mark Simpson, Senior Associate, and Erin Talkington, Vice President.

RCLCO provides real estate economics and market analysis, strategic planning, management consulting, litigation support, fiscal and
economic impact analysis, investment analysis, portfolio structuring, and monitoring services to real estate investors, developers,
home builders, financial institutions, and public agencies. Our real estate consultants help clients make the best decisions about real
estate investment, repositioning, planning, and development.

RCLCO’s advisory groups provide market-driven, analytically based, and financially sound solutions. Interested in learning more
about RCLCO'’s services? Please visit us at www.rclco.com/expertise.

Disclaimer: Reasonable efforts have been made to ensure that the data contained in this Advisory
reflect accurate and timely information, and the data is believed to be reliable and comprehensive. The
Advisory is based on estimates, assumptions, and other information developed by RCLCO from its
independent research effort and general knowledge of the industry. This Advisory contains opinions that The Ad"isory
represent our view of reasonable expectations at this particular time, but our opinions are not offered as
predictions or assurances that particular events will occur. rclco.com/the-advisory
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