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Highlights

> The Albuquerque apartment market recorded healthy
performance during the second quarter, highlighted by an
accelerating pace of rent growth.

> Asking rents reached $975 per month in the second quarter,
5.7 percent higher than one year ago. Rents are forecast to
top $1,000 per month by the end of this year.

> Vacancy inched higher during the second quarter, the first
quarterly rise since the end of 2019. The rate was 3.6 percent
at midyear, up 10 basis points year over year.

> The local investment market is strengthening. The pace of
transaction activity in the first half of this year nearly matched
the total sales for all of 2020. On average, cap rates have largely
held steady at about 5.2 percent, even as the median price has
ticked lower in response to an increase in sales of older assets.
Some properties have traded with cap rates below 5 percent, and a
handful of transactions have closed with cap rates below 4 percent.

Albuquerque Multifamily Market Overview

The Albuquerque multifamily market continued to post healthy
performance during the second quarter, despite a modest vacancy
uptick after the rate had held steady at cyclical lows since the middle
of last year. Rents continued to push higher in the second quarter,
and average rents are forecast to top $1,000 per month by the end of
this year. Area rent growth has topped 4 percent in each of the past
three years and advances this year will nearly double that figure. To
this point in the cycle, new apartment development has been modest,
but the pace is likely to accelerate in the next 12 to 24 months, with
more units under construction than in recent periods and a surge in
multifamily permitting activity in the first half of this year.

Market Fundamentals

VaCANCY ... 3.6%
- Year Over Year Changeé...............cccccocoevenene. +10 bps
ASKING RENT ... $975
- Year Over Year Change................cccccocoveveviininnn +5.7%

Transaction Activity*

Median Sales Price Per Unit (YTD).........cccoovvven... $81,800

Cap Rates (AVg YTD) ..o, 5.2%
Construction Activity

Units Under Construction............ccoccovveriecircinininne. 1,319

Units Delivered YTD......cocvviiiiecceen 227

* In transactions where pricing is available

The local investment market has been active in 2021, with sales volume
in the first half of this year nearly matching the total transaction count
for all of last year. Investors are responding to the improving local
economy, healthy rent growth, and tight operating conditions to acquire
a broad mix of apartment properties. Several 1970s-era properties
changed hands during the first half of this year, boosting the overall
volume of deals but also causing a modest dip in the median sales
price when compared to recent years. The median price for all
transactions to this point in 2021 is approximately $81,800 per unit,
while the older, Class B and Class C properties have generally sold
between $60,000 per unit and $65,000 per unit.
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Employment I Employment Overview

> The Albuquerque labor market continues to make a steady

recovery. Year over year through the second quarter, employers 15 4.0%
. . - 3.0%
have added back more than 13,000 jobs, an increase of 3.6 percent. = “; 1 2% §
E_ 0 I I FL0% 2
> One of the region’s leading employment sectors has accounted for g . [ 0;0,:/; )
more than one-third of the local job gains. In the past 12 months, E 10 \\ Iy EE"
the education and health services sector has added 4,900 jobs, an 515 | [ jﬁjg
expansion of more than 8 percent. 3 | Csm S
g - 60% 2
> BlueHalo, a national security and technology company, recently = :: [ ;g; s
announced that the company is expanding operations in Albuquerque. 40 9.0%
The expansion will add 64 new jobs to the existing 260 employees O S S
in the region. The company is slated to move into a new facility = Number of Jobs ——Annual Change
at the Max Q development near Kirtland Air Force Base. Sources: NorthMarg, Bureau of Labor Statistics
> Forecast: Employment growth in Albuquerque is forecast to
continue throughout the remainder of this year and well into Year over year, emp/OyefS have
2022. For the full year, area employers are forecast to add ;
| year, area employ | added back more than 13,000 jobs
approximately 15,500 jobs in 2021, a 4.2 percent expansion.

Vacancy I Vacancy Trends

> After dipping to a six-year low, vacancy in Albuquerque ticked
higher during the second quarter. The rate rose 30 basis points

in the second quarter, reaching 3.6 percent. This marked the first 5%

quarterly vacancy rise since the end of 2019. —
> Year over year through the second quarter, local vacancy has e Yy m\_/\

inched up just 10 basis points. The rate averaged 4.3 percent ::; -~ — N

from 2017 through 2019 but has remained in the low- to g..

mid-3 percent range since mid-2020. gzs%

£

> Vacancy has generally been steady throughout Albuquerque for 20%

the past several quarters. The combined vacancy rate in Class B L

and Class C units ended the second quarter at just 2.8 percent. 0%

In the Class A segment of the market, vacancy was 4.5 percent, o

60 basis points higher than the rate one year earlier. T e m w a e @ w a w am

2016 2016 2017 2017 2018 2018 2019 2019 2020 2020 2021

> Forecast: Local vacancy is expected to decline during the Seucesiotb Ve Res

second half of this year as renter demand accelerates. The
vacancy rate is forecast to dip 20 basis points from the current

level, ending the year at 3.4 percent. Year over year fthUgh the second
quarter, local vacancy has inched
up just 10 basis points
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Rents

> Rents in Albuquerque recorded positive growth in the first half of
2021. After a strong first quarter, asking rents continued to rise in
the second quarter, advancing 1.8 percent to $975 per month.

> The Albuquerque multifamily market has recorded healthy rent
gains during the past year. In the past 12 months, the average
asking rent in the region expanded by 5.7 percent.

> Rents in Albuquerque’s Northeast submarket have grown
3 percent in the first half of 2021. Asking rents in the region
averaged $1,071 per month at the end of the second quarter.

> Forecast: The pace of rent increases should continue as area
vacancy remains low and the local economy returns to full
strength. Asking rents are forecast to grow 6.8 percent in 2021,
ending the year at $1,004 per month.

Development and Permitting

> Deliveries gained momentum in the second quarter after a
slow start to 2021. More than 225 units came online during the
second quarter, after no significant projects were delivered at
the start of the year.

> Developers are responding to the consistently tight vacancy
conditions by bringing more projects into the construction
pipeline. Projects totaling nearly 1,400 units were under
construction as of the end of the second quarter.

> Permitting surged during the first half of 2021. Developers pulled
permits for more than 600 multifamily units during the first two
quarters, the strongest start to a year since 2013.

> Forecast: Developers in Albuquerque are forecast to complete
approximately 400 units in 2021, down nearly 15 percent from
2020 levels.

20/2021
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In the past 12 months, the average
asking rent in the region expanded
by 5.7 percent

I Development Trends
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Developers pulled permits for
more than 600 multifamily units
during the first two quarters
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S | imesmenttrens

> Multifamily transaction velocity has been on an upswing
throughout the first half of 2021. Sales volume in Albuquerque

through the first two quarters of this year had doubled the total 8125 %
activity from the same period in 2020. = /\
§ $100 6%
> While the number of properties changing hands has been on a E - - g
rapid increase, prices have not trended in the same direction. ;a: E
The median sale price in transactions that have closed to this 2 %0 %S
point in 2021 is approximately $81,800 per unit. In the past two £ g
years, the median price has remained around $95,000 per unit. g % o
. o g o g 9 —————— 5= %
> Cap rates have remained in a fairly tight range even as per-unit - - - - - A
pricing has fluctuated. Cap rates averaged 5.2 percent in the first mPrice per Unit = Cap Rate
half of the year, unchanged from the 2020 average. Soures: NortiMarg, CoStar Real Captal Analytcs
> While the average cap rate has closely tracked 2020 levels, there
has been some compression at the low end of the range. Several
transactions have occurred with cap rates below 5 percent, and Cap rates aVefaged 52 pefcent
a few properties have sold with cap rates below 4 percent. /./7 l.he f/./'St ha/f Of l-he yeaf
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Looking Ahead

The Albuguerque multifamily market is forecast to remain on a steady
track through the remainder of this year and into 2022. Despite a
modest uptick during the second quarter, the local vacancy rate has
remained in a very tight range since the beginning of last year, and
some modest tightening is forecast for the second half. The economy is
growing, with expansions being recorded in some higher-wage sectors.
The strengthening employment market is supporting renter demand and
fueling rent growth. Annual rent growth in 2021 is on pace to be the
strongest year in record, and with occupancy likely to remain elevated,
additional gains are forecast for 2022.

I Employment Forecast
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I Construction & Permitting Forecast
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Investors are expected to continue to seek out multifamily acquisition
opportunities in Albuquerque in the coming quarters. The market's
strong operational performance is enough to bring investment capital
into the market, and the region’s recent gains in high-tech and advanced
manufacturing employment support a brightening economic outlook.
The primary obstacle to sales velocity will likely be a modest number of
properties available for acquisition. Cap rates have remained fairly
steady in Albuquerque to this point in 2021 but could compress
somewhat as competition for listed properties intensifies and lending
rates remain low.

I Rent Forecast

$1,050 8%
$1,000 %
$950 6% 8
5 :
= 5900 C 5% 8
5 :
850 % 8
e 2
é $800 - 3% g
150 - Lo B
@
$700 - 1%
$650 - 0%

2013 2014 2015 2016 2017 2018 2019 2020  2021*
mmm Asking Rents 8- Annual Change

*Year End Forecast
Sources: NorthMarg, Reis

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 more
than $16 billion, loan servicing portfolio of more than $65 billion and
the multi-year tenure of our nearly 600 people.

Copyright © 2021 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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