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of the robust pace of transactions that closed in

the first half of last year.

Tampa Bay Multifamily Market Overview

The Tampa Bay multifamily market continued to
record strong operational performance through
the first half of 2022. The sustained health in the
market is being demonstrated by a rapid pace of
net absorption, which was considerably higher

in the first half of this year than in the same period
in prior years. This ongoing renter demand for
units is prompting developers to ramp up acfivity.
More than 2,200 units were delivered during the
first half of the year, and completions in 2022 will
more closely track the market's pre-COVID levels
helping to return supply-and-demand conditions
fo equilibrium. With the total vacancy rate low and
conditions remaining tight, operators have been able

fo continue to push rents higher at a rapid pace.

The local investment market strengthened during
the second quarter with more properties
changing hands at higher prices than during
the first few months of 2022. Multifamily
fransaction volume in Tampa set an all-time
high in 2021, and investment activity in the

first half of this year was ahead of the pace
established one year earlier. This heightened
buyer demand and competitive investment
landscape have kept cap rates low. Rising
interest rates have started to put upward
pressure on cap rates, but strong local market
fundamentals are softening the impact of
volatility in the debt markets. During the second

half, cap rates will likely exceed 4 percent.
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Employment

* Year over year, total employment in Tampa is up 4.4 percent with Year over vear, em |O ment
a nef gain of 61,800 positions. The health of the local economy ‘ ‘ Y ' pioy
is reflected in the market's consistently strong pace of job growth. is up 4.4 percen'r.

Average annual rates of expansion have exceeded 5 percent
during the past five quarters.

¢ The local frade, transportation, and utilities sector has outperformed
most other industries during the past year, accounting for approximately
25 percent of all new job growth. Employment in this sector has Employment Overview
grown by 6 percent in the past 12 months with the addition of
15,500 workers.
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e Avande, a Seattle-based technology company founded by €0

Microsoft and Accenture, chose Tampa as to be the location of
the company’s first U.S. engineering hub. The facility is expected
to employ 500 new software engineers in the next few years.
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* Forecast: The Tampa market is on pace for another year of
strong employment growth. Employers are forecast to expand
payrolls by 3.6 percent, adding approximately 52,000 net new
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Development and Permitting

‘ ‘ Ne0r|y 1.200 units came online * Deliveries picked up in the second quarter, and total completions
! through the first half of the year outpaced levels recorded one
during fhe second qU(]rfer_ year ago. Nearly 1,200 units came online during the second

quarter, bringing the fotal complefions year to date to 2,270 units,
up from around 1,500 units delivered during the first half of 2021.

* While several projects have come online in recent months, the

Development Trends construction pipeline has continued to expand. There are currently

6000 projects tofaling more than 12,600 units under construction in the
metro areq, nearly double the total from one year ago.
5,000
_ * To keep up with the growing demand, developers have increased
£ 400 permiting acfivity in recent months. Year to date, developers have
g 3,000 pulled permits for nearly 3,900 multifamily units, about 10 percent
%‘i higher than the total issued during the first six months of 2021.
8 2,000
e Forecast: With many projects sfill slatted to come online
1000 I I I in the coming quarters, developers are on pace to deliver
approximately 5,200 units in 2022, similar to annual totals
2017 2018 2019 2020 2021 YID 22 Forecast 22 recorded from 2017 to 2019.

Sources: Northmarg, CoStar, Reis
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Vacancy

Following a slight uptick at the start of the year, the local vacancy
rate dipped by 10 basis points during the second quarter, falling
to 3.8 percent.

Vacancy in Tampa ended the second quarter 110 basis points
lower than the figure from one year ago. The current rate is also
70 basis points below the market's long-ferm average of around
4.5 percent.

The improving vacancy rate can be attributed to accelerating
absorption levels. Through the first half of 2022, net absorption
totaled approximately 2,300 units, up nearly 70 percent from the
average first-half absorption since 2015.

Forecast: Apartment communities are expected to come online
at a slightly faster pace in the second half of this year, which will
cause vacancy to level off after some significant improvement in
the past 18 months. The vacancy rate is forecast to end this year
at 4 percent.

Asking rents reached $1,810 per
month in the second quarter.

Rent Trends
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€ | Thelocal vacancy rate
dipped 10 basis points
during the second quarter.
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Asking rents continued to trend higher with the pace of growth
accelerating from the beginning of the year. Asking renfs in
Tampa advanced 3.3 percent in the second quarter, reaching

$1,810 per month.

Year over year, asking renfs expanded by 19.4 percent, one of
the most rapid upward climbs in the country.

Rents in Class A units continue to push higher, supported by
elevated demand and the delivery of new, more expensive units.
Asking rents in Class A properties reached $2,304 per month in
the second quarter, up 24 percent from one year earlier.

Forecast: Annual rent growth is expected to be more modest than
the unprecedented rate recorded in 2021, however, rents will sfill
expand at a heightened pace relative to the historical average.
Rents are forecast to advance by roughly @ percent in 2022,
ending the year at $1,860 per month.

Northmarg Investment Sales
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Mu|ﬁfqmi|y Sales (44 Cap rates averaged 3.6 percent
in the second quarter.

* Invesfor demand gained momentum in the second quarter as
fransaction activity accelerated, rising more than 30 percent
from the first three months of the year. Year to date, sales
velocity is up 15 percent from the same period in 2021.

e following a sharp spike in 2021, pricing year to date has Investment Trends
trended higher. The median price in fransactions that closed in

the first half of 2022 was $230,000 per unit, up 5 percent from $200
the 2021 median price.
$160
* Cap rafes have followed a similar path as per-unit prices. The
average cap rate in the second quarter was 3.6 percent, just
10 basis points higher than cap rates af the end of last year and .
af the beginning of 2022. $80
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Recent Transactions

Multifamily Sales Activity

Property Name Street Address Sales Price Price/ Unit
NOVEL Midtown 3730 Midtown Dr., Tampa 390  $236,400,000 $6006,154
Nine15 915 N Franklin St., Tampa 362 $184,000,000 $508,287
Addison Skyway Marina 3951 34th St S., St. Pefersburg 308 $123,200,000 $400,000
Amelia at Westshore 6608 S West Shore Blvd., Tampa 246 $90,000,000 $365,854
Lake 28 22743 Preakness Blvd., Land O'Lakes 252 $71,000,000 $281,746
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Looking Ahead

The tight operating conditions that have prevailed in the Tampa
multifamily market for the past several quarters are forecast to remain
in place for the remainder of this year and likely info 2023. While the
national economy is showing some signs of slowing, employers are
expected o remain active in Tampa, supporting continued demand for
apartment units. On the supply side, the pace of new development is
scheduled to accelerate in the coming quarters, following an extended
period of undersupplied conditions. With vacancy likely to remain low
and demand forecast to maintain recent levels, rents will continue to
push higher. Gains will be more modest than in recent periods of rapid
growth, but will remain among the most rapid in the country.

Employment Forecast

100,000 8.0%
75,000 6.0%
(]
g )
2 50,000 4.0% %
$ 8
‘c [0}
s X
£ 25000 2.0% o
& 8
£ 0
i 0 0.0% 8
3 kS
-25,000 -2.0%
-50,000 -4.0%

2014 2015 2016 2017 2018 2019 2020 2021 2022*

B |obs Gained/Lost =8 Anmnual Change

* Year End Forecast
Sources: Northmarg, Bureau of Labor Staistics

Construction & Permitting Forecast
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While property fundamentals are expected to remain quite healthy

in the coming months, higher debt rates will have an impact on
fransaction volume and cap rates. The changes in the market will take
a few months as buyers and sellers adjust to the new investment and
financing conditions. Still investor interest in the Tampa multifamily
market has remained elevated for the past several quarters, a fact that
is made clear by the volume of transactions in the market. Additionally,
the strength of the underlying property fundamentals will continue to
aftract investment and should temper potential increases in cap rates in
the coming quarters.

Rent Forecast
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For more information,
please contact:

Luis Elorza

Managing Director — Investment Sales
812.223.5207
lelorza@northmarg.com

Jeannette Jason
Senior Vice President — Investment Sales
813.223.3088

iiason@northmarg.com

Justin Hofford

Associate Vice President — Investment Sales
813.227.8577

ihofford@northmarg.com

Bob Hernandez
Managing Director — Debt & Equity
813.223.4939

rhernandez@northmarg.com

Thomas Ware

Vice President — Debt & Equity
813.223.1653
tware@northmarg.com

Trevor Koskovich
President — Investment Sales
602.952.4040

tkoskovich@northmarg.com

Pete O'Neil
Director of Research
602.508.2212

poneil@northmarg.com

About Northmarg

Northmarq offers real estate investors access to experts in debt,
equity, investment sales and loan servicing. We combine industry-
leading capabilities with an open, flexible sfructure, allowing our
team of seasoned professionals to do the best work on behalf

of clients and lenders. Our solid foundation and innovative
approach have led to substantial growth, with more than 700
employees, loan servicing volume approaching $70 billion, and

$30+ billion in transaction volume.

BUILT TO THRIVE




