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Economic Recovery Is Underway

B Multifamily rents declined by 0.1% on a year-over-year basis in February. But while national rent
growth was negative this month, year-over-year rents have steadily shifted closer to positive since
October. If this trend continues, February could be the last month where we see a national decline.

B Overall rents increased by $3 in February to $1,399. This is the ninth consecutive month where
overall rents have increased or remained flat, pointing to signs of recovery.

B Outside of the gateway and top 30 markets, we saw a large pop in month-over-month rents in many
secondary and tertiary markets. Out of our 133 markets surveyed this month, 111 had positive MoM

rent growth.

The U.S. economic recovery is underway, with
many economists projecting close to 6% GDP
growth for 2021. Economic activity was boost-
ed in January and February by the passage of a
COVID relief bill in December 2020.

Another $1.9 trillion stimulus bill was just
passed that will boost economic activity even
further. The newest bill will send $1,400 checks
to most Americans, aid schools and colleges in
reopening, and provide funding for vaccine dis-
tribution, among other things. All of this govern-
ment stimulus is expected to propel the U.S. to a
growth rate that has not been seen in decades,
but economists warn to keep an eye on inflation.

The trends that we have been discussing since
the beginning of the pandemic continued into
February. Lower-cost markets are outperform-
ing, while expensive gateway markets that were
the most locked down due to COVID-19 restric-
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tions continue to struggle—although not at the
rate we initially saw.

Rents in New York, San Jose and San Francisco
(-9.9%) are still down significantly on a year-
over-year basis, but their month-over-month de-
clines have tapered from the dramatic declines
we saw in the summer and fall.

The Inland Empire (7.6%) and Sacramento
(6.4%) continued to hold the top spots for year-
over-year rent growth in February. Both mar-
kets are also among the top three for occupancy
growth. Occupancy in the Inland Empire was up
2.2% on a YoY basis in January, and occupancy in
Sacramento was up 1.2% during the same peri-
od. While migration and lower costs are at play,
other fundamentals like limited new supply con-
tributed to strong rent growth. Both markets
only saw 1.6% of existing stock completed in the
12 months ending in February 2021.

Feb-20 Apr-20 Jun-20 Avg-20 Oct-20 Dec-20 Feb-21

National averages include 132 markets tracked by Matrix, not just the 30 metros featured in the report.

All data provided by YardiMatrix.
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Year-Over-Year Rent Growth:
Remote Work Continues to Affect Gateway Markets

B National rents declined 0.1% year-over-year in February, a 10-basis-point improvement from Jan-
vary. On a year-over-year basis, 16 out of our top 30 markets remained flat or had negative rent
growth, but the magnitude of the declines continues to improve.

B The rent declines in the gateway markets do not seem to differentiate between Lifestyle and Rent-
er-by-Necessity assets—both classes had rent declines on a YoY basis. Seattle (-7.7% YoY) continued
to struggle in February, likely due to tight COVID-19 restrictions and its heavy reliance on tech em-
ployment, which has mostly shifted to remote work.

B Surprisingly, Midwest markets continued to perform well on a year-over-year basis. Indianapolis
(3.6%) and Kansas City (2.3%) led the Midwest markets for rent growth. Both of these markets are
lower cost and have not seen a large influx of new supply.
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Short-Term Rent Changes:
Spring Leasing Season Expected to Accelerate Rent Growth

B National rents increased by 0.2% month-
over-month in February, up 10 basis points
from January.

B Phoenix (0.9%) and Miami (0.8%) had the
highest short-term rent growth. Miami's
increased rents made it the only outlier
among the gateway markets.

Rents increased by 0.2% on a month-over-
month basis in February. Out of our top 30
markets, 23 had positive MoM rent growth. As
we head into the springtime, the traditional
peak of leasing season, we expect the positive
MoM rents to continue and even accelerate,
especially as the economy recovers.

Month-Over-Month Rent Growth—

Month-Over-Month Rent Growth—

The bottom markets for MoM rent growth, San
Francisco (-0.8%) and Seattle (-0.7%), continue
to feel the pain from remote work, migration
and higher costs of living.

There is little difference between Lifestyle
and Renter-by-Necessity rents in the gateway
markets, as both are declining. New York, San
Jose and Washington, D.C. (all -0.4%) are
among the lowest-performing markets on a
month-over-month basis.

The opposite is true in some other markets:
Phoenix, Miami, Tampa (0.7%) and Atlanta
(0.7%) are seeing strong rent gains in both the
Lifestyle and Renter-by-Necessity asset classes.
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Employment and Supply Trends;
Forecast Rent Growth

B Jobless claims fell 42,000 to 712,000 in the
week ending March 6. Claims are down
about 200,000 from an early January peak
and are close to a pandemic low point that
occurred in November 2020.

B The decline in jobless claims points to
an economic recovery fueled by hiring. In
February, employers added 379,000 jobs.
Government stimulus helped to boost
household income and spending, and
there is another stimulus package on the
way that will certainly boost income and
spending even further.

The unprecedented amount of stimulus that
has already been released into the economy and
new relief that is on the way, coupled with the
rapid pace of vaccinations, has set up the U.S.
economy for a record-breaking 2021.

We are forecasting most markets to have posi-
tive rent growth by the end of 2021, except for
select gateway markets that will take longer to
recover. Many young people that would typically
occupy urban cores moved in with their parents
when the pandemic began. We are starting to
see this trend unwind, with young people moving
out again. But a hindrance to the recovery in ur-
ban cores will be the percentage of the workforce
that makes a permanent shift to remote work.

Prior to the pandemic, about 10% of the U.S.
labor force worked remotely. Once the pan-
demic is behind us, it is estimated that as much
as 25% could do so permanently. This shift will
undoubtedly have an impact on the recovery of
urban cores.

Metros that have a large concentration of work-
ers in the technology industry will likely be the
most impacted, as many technology compa-
nies are offering their employees a permanent
remote option without reducing their salaries.

Zillow, headquartered in Seattle, announced
that 90% of its employees will be given the op-
tion to work from home. Salesforce, headquar-
tered in San Francisco, announced that the "9-
to-5 workday is dead"” and offered employees a
choice among three models: flex, fully remote
and office-based. Slack, also headquartered in
San Francisco, announced that it will allow em-
ployees to work remotely forever.

The long-term impact of these company an-
nouncements has yet to be seen, but it will make
the urban core recovery more difficult. There will
be employees that decide San Francisco or Se-
attle is too expensive and will choose to relocate
to a lower-cost market.

However, ultimately urban cores will benefit
from college graduates backfilling some of the
lost population. It may just take some time for
these downtowns to bounce back.

While the work-from-home trend creates a
tough outlook for the urban cores, many tertiary
metros are benefiting from the shift. Two of our
top markets for YoY rent growth, Boise (10.8%)
and Huntsville (8.4%), have become magnets
for remote workers due to their lower costs.
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Employment and Supply Trends;
Forecast Rent Growth

()4 Forecast YoY Job Growth Completions as
Rent Growth Rent Growth (6-mo. movingavg.) % of Total Stock
as of Feb - 21 (YE 2021) as of Dec - 20 as of Feb - 21
Las Vegas 5.2% 5.7% -11.0% 0.9%
Phoenix 6.0% 4.0% -2.8% 3.1%
Austin -2.3% 3.9% -2.1% 4.4%
Raleigh 1.6% 3.7% -6.7% 3.6%
Houston -1.2% 3.6% -5.1% 2.1%
Indianapolis 3.6% 3.5% -2.7% 1.4%
Dallas 1.1% 3.3% -3.0% 2.9%
Atlanta 4.6% 3.2% -3.5% 2.7%
Charlotte 1.8% 3.0% -6.4% 3.6%
Sacramento 6.4% 3.0% -7.5% 1.6%
Denver -0.5% 2.9% -4.7% 4.1%
Inland Empire 7.6% 2.8% -7.7% 1.6%
Kansas City 2.3% 2.7% -3.9% 3.0%
Nashville -0.8% 2.6% -5.4% 2.5%
Boston -3.5% 2.6% -9.4% 3.2%
Portland 0.9% 2.6% -7.7% 3.3%
Philadelphia 2.9% 2.2% -7.4% 1.7%
Washington DC -5.2% 2.2% -5.7% 1.9%
Baltimore 3.6% 2.2% -5.3% 1.5%
Twin Cities -0.4% 2.1% -7.1% 3.7%
Miami Metro 1.8% 2.0% -6.9% 2.9%
Orlando -1.0% 2.0% -8.3% 3.2%
New York -13.3% 1.9% -11.4% 1.0%
Orange County 0.0% 1.8% -9.5% 0.9%
Chicago -2.6% 1.8% -7.4% 2.0%
Tampa 3.9% 1.8% -4.0% 2.4%
Seattle -7.7% 1.4% -7.7% 3.1%
Los Angeles -2.8% 0.7% -8.9% 2.6%
San Jose -13.3% -2.0% -7.2% 2.8%
San Francisco -9.9% -1.8% -10.2% 2.4%

Source: Yardi Matrix
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Occupancy & Asset Classes

Occupancy—All Asset Classes by Month
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Year-Over-Year Rent Growth, Other Markets
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Market Rent Growth by Asset Class
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Market Rent Growth by Asset Class

Las Vegas
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Market Rent Growth by Asset Class

Sacramento San Diego
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Definitions

Reported Market Sets:

B National rent values and occupancy derived from
all 133 markets with years of tracked data that
makes a consistent basket of data

Average Rents: Average Same-Store index rent
(mean), rolled up from unit mix level to metro area
level, weighted by units

Rent Growth, Year-Over-Year: Year-over-year change
in average market rents, as calculated by same month

Rent Growth, Quarterly: Year-over-year change in
average market rents, as calculated by same quarter
average. Partially completed quarters are only
compared to partial quarters.

Forecast Rent Growth: Year-over-year change in
average forecasted market rents, as calculated by
same month

Market rent: Converted rent that reflects of the
effect of differences in relevant attributes that hold
reasonably quantifiable value.

Actual (effective) rent: Monthly rate charged to
residents to occupy an apartment and is shown as-is
without additional concessions or adjustments.

Same-Store index rent: Rents adjusted to new supply
as it joins the market

Employment Totals: Total employment figures and
categories provided by Bureau of Labor Statistics,
seasonally adjusted

Employment Data Geography: Comprises entirety of
United States, which Matrix data covers 90% of US
metro population. Reported information is for MSAs
that overlap Matrix Markets.

Market: Generally corresponds to a Standard
Metropolitan Statistical Area (SMSA), as defined by
the United States Bureau of Statistics, though large
SMSA are split into 2 or more Markets

Metro: 1 or more Matrix markets representing

an economic area. Shown with combined Matrix
markets when necessary, and do not necessarily fully
overlap an SMSA.

Occupancy Rates: Ratio of occupied unit count and
total unit count, as provided by phone surveys and
postal records. Excludes exception properties: closed
by disaster/renovation, affordable, and other relevant
characteristics.

Completions as % of Total Stock: Ratio of number of
units completed in past 12 months and total number
of completed units

Ratings:
B Lifestyle/Renters by Choice

B Discretionary—has sufficient wealth to own but
choose rent

B Renters by Necessity

M High Mid-Range—has substantial income but
insufficient wealth to acquire home/condo

B Low Mid-Range—Office workers, police officers,
technical workers, teachers, etc

B Workforce—blue-collar households, which
may barely meet rent demands and likely pay
distortional share of income toward rent

B Other Categories

B Student—may span range of income capability
B Military—subject to relocation
|

Subsidized—Partially to fully subsidized by a
governmental agency subsidy. Can extend to
middle-income households in high-cost markets.

Market Position Improvement Ratings

Discretionary A+ /A
High Mid-Range A-/ B+
Low Mid-Range B/ B-
Workforce c+/C/C-/D

The value in application of the Yardi® Matrix Context
rating is that standardized data provides consistency;
information is more meaningful because there is

less uncertainty. The user can move faster and more
efficiently, with more accurate end results.

The Yardi® Matrix Context rating is not intended as

a final word concerning a property's status—either
improvements or location. Rather, the result provides
reasonable consistency for comparing one property
with another through reference to a consistently
applied standard.

To learn more about Yardi® Matrix and subscribing,
please visit www.yardimatrix.com or call Ron Brock, Jr.,
at 480-663-1149 x2404.
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DISCLAIMER

Although every effort is made to ensure the cccurccy: ti

in this publication, the information is provided “AS IS" and Yardi

undertake that the information provided is correct, accurate, curren

loss, claim, or demand arising directly or indirectly from any use or reliance u herein.

COPYRIGHT NOTICE

This document, publication and/or presentation (collectively, "document”) is protected by copyright, trademark
and other intellectual property laws. Use of this document is subject to the terms and conditions of Yardi
Systems, Inc. dba Yardi Matrix's Terms of Use (http://www.yardimatrix.com/Terms) or other agreement
including, but not limited to, restrictions on its use, copying, disclosure, distribution and decompilation. No

part of this document may be disclosed or reproduced in any form by any means without the prior written
authorization of Yardi Systems, Inc. This document may contain proprietary information about software

and service processes, algorithms, and data models which is confidential and constitutes trade secrets. This
document is intended for utilization solely in connection with Yardi Matrix publications and for no other purpose.
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trademarks in other countries. All other product, service, or company names mentioned in this document are

claimed as trademarks and trade names by their respective companies.
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