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> The Atlanta multifamily market posted steady improvement
during the second quarter. The vacancy rate inched lower, while
rents rose. Investment activity surged in response to the

Market Fundamentals

improving market performance. VaCANCY ..o 4.8%
- Year Over Year Change..............cccccoccovoeeeevoveeeeeeean. 0

> Vacancy dipped 10 basis points from the first quarter to the
second quarter, reaching 4.8 percent. The current rate is Asking RENT ..o $1,244
unchanged from one year ago. - Year Over Year Change.............ooooooveeeeveeeveeeeveeee. +5.9%

> The pace of rent growth accelerated in the second quarter. Asking

Transaction Activity
rents reached $1,244 per month, up 5.9 percent year over year.

Median Sales Price Per Unit (YTD)..........ccooovveev.. $110,800
> The multifamily investment market gained momentum during
the second quarter, with transaction activity surging more Cap Rates (AVg YTD) ..., 5.4%
than 30 percent. The median price in sales during the first half . o
of 2019 is $110,800 per unit, with cap rates averaging Construction Activity
approximately 5.4 percent. Units Under Construction............cccocovevvvcviovcran. 11,998
Units Delivered YTD......coooovooeveceeceeeeeeeee, 3,543
Atlanta Multifamily Market Overview
Property fundamentals improved in the Atlanta multifamily market Atlanta has been one of the top markets in the country for multifamily
during the second quarter. Deliveries of new units slowed a bit, and investment volume in recent years. After total transaction activity lagged
the consistently strong renter demand drove a modest vacancy dip. previous periods to start 2019, sales gained momentum during the second
Renter demand for apartments is being fueled by a strong pace of quarter, with more than $2.1 billion in transaction volume. Through the
employment growth. The Atlanta market has added more than 53,000 first half of 2019, transaction activity has closely tracked levels from the
net new jobs in the past year, with gains recorded across nearly all first half of last year, and the $3.4 billion of sales volume is up more than
sectors in the local economy. In the most recent periods, gains have 10 percent. While activity in the $20-million to $50-million range was
been particularly strong among Atlanta’s high-wage professional and largely consistent from the first quarter to the second quarter, there was a
business services sector. Professional jobs have accounted for spike in sales above $50 million during the second quarter. On a per-unit
approximately one-third of the total employment expansion in the area basis, prices have remained steady, while cap rates are in the low- to
during the past year. mid-5-percent range on average.
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Employment

> The pace of employment growth slowed during the second
quarter, but payrolls in Atlanta have still expanded by nearly 120 6%
2 percent in the past year. Employers added 53,200 net new jobs
in the 12-month period ending in the second quarter. One year
ago, employers had added approximately 60,000 new jobs.

> The Atlanta area’s large white-collar employment sectors have
been leading the way in employment growth. The professional
and business services sector added 18,200 new positions in the
past year, a 3.5 percent expansion.

> With the Atlanta area in growth mode, the construction sector
has been posting healthy gains. During the past 12 months,
8,000 construction jobs have been added, a 6.3 percent rate
of expansion.

> Forecast: Employers are forecast to expand payrolls by Emp/OVQfS added 53,200 net
2 percent in 2019, adding approximately 55,000 net new jobs. ner.ObS /./7 the 72‘/770/7#) pef/'Od

Annual employment growth has averaged 2.1 percent in each of

the past two years. ending in the second quarter

mmm Number of Jobs  =———Annual Change

Sources: NorthMarq, Bureau of Labor Statistics

Vacancy I Vacancy Trends

> Vacancy in Atlanta fell 10 basis points in the second quarter,
dipping to 4.8 percent. The rate is flat from one year ago.

6.5%

> Afterrising in 2016 and 2017, vacancy has remained in a very .
tight range since the beginning of last year. Vacancy has not -
dipped below 4.5 percent or risen above 5 percent in any quarter 5.0% \\
4.5%
since the beginning of 2018. e N —
> Renter demand has remained strong even as new units have e
been delivered. The vacancy rate in Class A apartments ended § :‘5’;
the second quarter at 5.2 percent, 10 basis points lower than 2:00/:
one year earlier. 1.5%
1.0%
> Forecast: Deliveries of apartment units are scheduled to 0%
accelerate in the final two quarters of the year, putting modest U A —
upward pressure on vacancy. The vacancy rate is forecast to end 015 215 216 016 217 1 18 18 219
2019 at 5.1 percent, 20 basis points higher than the figure at the SCCANT IS

end of last year.

Vacancy has remained between
4.5 percent and 5 percent since
the beginning of 2018
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Do

> After a slightly slower start to the year, rent growth accelerated
during the second quarter. Asking rents rose 1.4 percent during
the second quarter, following a modest 0.6 percent uptick in the
first quarter.

mmm Per Month  =#=Annual Change

> Asking rents ended the second quarter at $1,244 per month,
5.9 percent higher than one year earlier. Rent growth has
averaged approximately 6 percent annually during the past
five years.

eBuBY JUBY JBBA-1BA0-IBBA

> Rents in Class A apartments have been posting healthy
increases. Class A asking rents rose 6.5 percent in 2018 and are

20 40 20 40 20 40 20 40 20

up 5.5 percent year over year. Asking rents in Class A properties a5 w5 A A6 AV AT B WA

Sources: NorthMarg, Reis

ended the second quarter at $1,429 per month.

> Forecast: Rents are expected to continue to trend higher in the

second half. Asking rents are forecast to post an annual increase Ask/'ng rents rose 7 4 percenl'
of 4.5 percent in 2019, ending the year at $1,274 per month. . }
during the second quarter

Development and Permiting | oeveopmentients

> Apartment deliveries slowed during the second quarter after
several projects were delivered at the beginning of the year.
Projects totaling approximately 850 units came online in the o

second quarter. In the first half of this year, more than :Ezz

3,500 units have been delivered, up about 5 percent from -

completions during the same period in 2018. g

5,000

> Projects totaling nearly 12,000 units are currently under 4000
construction, with approximately 5,000 of these units expected zzzz I

to be delivered before the end of this year. o

2014 2015 2016 2017 2018 YTD 2019

Completions (units)

> The Buckhead submarket will be one of the areas with the most
new units coming online in the next 24 months. Projects totaling
more than 2,200 units are currently under construction in
Buckhead, after approximately 3,200 new units have been

Sources: NorthMarg, Reis

delivered in the submarket since the beginning of 2018. //7 the ﬁrst ha/f Of fh/S yeaf
> Forecast: After developers delivered approximately 9,000 units more l-han 3 500 Un/.tS haVe

per year since 2016, completions are expected to dip slightly in o

2019 with deliveries totaling nearly 8,500 apartment units. been d@/l VQI’BC]I
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> Sales velocity accelerated during the second quarter, with the
number of properties changing hands spiking by more than
30 percent from the first quarter. Transaction activity in the first $150 8%
half of 2019 was nearly identical to the total from the same %

8815 =
period in 2018. 8 o 6% 5
£ 5100 5% §
> The median price inched higher in the second quarter, and g g5 %S
pricing has been quite steady since the beginning of 2018. E 0 ]
The median price in sales during the first half of 2019 was & % g
$110,800 per unit. S 95

1%
0%

8

> (ap rates have compressed approximately 30 basis points thus
far this year, averaging 5.4 percent. Cap rates dipped below
6 percent in 2015 and remained in the high-5-percent range Soutes: Norr, Costr
until this year.

13 14 15 16 17 18 YTD 19

mmm Price per Unit == Cap Rate

Transaction activity in the
first half of 2019 was nearly
identical to the total from
the same period in 2018
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Looking Ahead

The outlook for the Atlanta multifamily market remains favorable for
the second half of 2019. The continued economic expansion in the
region is providing fuel to the market, as strong employment is leading
to a steady pace of renter household creation. Developers are
responding to the growing demand for housing by consistently
delivering new rental units to the market. Apartment deliveries have
averaged approximately 9,000 new units per year since 2016, with
8,500 units forecast to come online in 2019.

I Employment Forecast
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Sources: NorthMarq, Bureau of Labor Statistics

I Construction & Permitting Forecast
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Investors are expected to remain active in the Atlanta multifamily
market. Property fundamentals have proven resilient in recent years,
with operators keeping vacancy rates low and implementing rent
increases even as a steady stream of new projects have come through
the development pipeline. Investors have responded to the favorable
conditions by creating an active transaction market. One trend that has
emerged in recent years and could continue is the increase in larger
transactions; transactions of $50 million and up have begun to account
for an increased share of total sales activity.

I Rent Forecast
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I Vacancy Forecast
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About NorthMarq

As a capital markets leader, NorthMarq offers commercial real estate
investors access to experts in debt, equity, investment sales, and loan
servicing to protect and add value to their assets. For capital sources,
we offer partnership and financial acumen that support long- and
short-term investment goals. Our culture of integrity and innovation

is evident in our 60-year history, annual transaction volume of

$13 billion, loan servicing portfolio to more than $57 billion and

the multi-year tenure of our more than 550 people.

Copyright © 2019 NorthMarg Multifamily, LLC.

The information contained herein has been obtained from sources
deemed reliable. While every reasonable effort has been made to
ensure its accuracy, we cannot guarantee it. No responsibility is
assumed for any inaccuracies. Readers are encouraged to consult their
professional advisors prior to acting on any of the material contained
in this report.
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