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Phoenix Riding $3.5B Bioscience wave with Jobs, New Space,
Research
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PHOENIX MSA - PER CITY ANALYSIS
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PHOENIX MSA QUICK STATS ~ UNEMPLOYMENT RATE  MEDIAN HH INCOME  PER CAPITA INCOME TOTAL INVENTORY

Phoenix MSA  4.6% $57,935 $29,542 305,359
‘ﬂl’ ~ Phoenix 3.5% $52,080 $31,777 137,415
Mesa 3.4% $52,155 $26,535 37,774
Scottsdale 2.8% $80,306 $56,794 27,583
Tempe 3.1% $51,829 $28,602 34,235
3.5% $49,383 $23,496 24,492
PHOENIX MSA - PER CITY ANALYSIS Phoenix Mesa Scottsdale Tempe Glendale
2 Average Rent (02 2019) $1,068 $1,045 $1,483 $1,363 $981
—_
= +9.1% +10.5% +9.2% +6.2% +8.0%
—
§ Occupancy Rate (02 2019) 95.4% 96.4% 95.4% 94.8% 95.4%
N
|
< +0.2% +0.4% +0.4% +0.7% 0.2%
[ —
= Units Delivered (Q2 2019, 50+) 878 104 495 344
Total Sales Volume (022019, 100+) ~ $460,724,972  $118,950,000  $325,850,000  $240,220,000  $112,497,250
~=  Total Sales Volume (022018, 100+) ~ $512,030,000 $50,300,000  $160,100,000  $186,500,000  $52,750,000
(=1
o
= 10.2% +136.5% +103.5% +28.8% +113.3%
=
§ Avg P/U (02 2019, 100+) $117,352 $133,802 $262,148 $212,021 $112,049
= Avg P/U (02 2018, 100+) $140,092 $138,567 $217,527 $207,222 $119,344
-16.8% -3.4% +20.5% +2.3% 6.1%
Total Sales Volume (022019, 10-99)  $117,633,725  $16,475,000 $7,550,000 $17,985,000 $2,956,247
=~ Total Sales Volume (02 2018, 10-99)  $90,296,910 $21,051,500 $17,720,000 $27,420,000 $32,395,000
o~
= +30.3% 21.7% 57.4% -34.4% -90.9%
=
= Avg P/U (02 2019, 10-99) $110,766 $93,608 $145,192 $113,113 $75,801
(V]
= Avg P/U (02 2018, 10-99) $84,300 $117,606 $128,406 $117,682 $109,074
+31.3% -20.4% +13.1% -3.9% -30.5%
02 Phoenix MSA Q2 2019 Report 8= ABIMultifamily.com




100+ UNIT MULTIFAMILY PROPERTY ANALYSIS

022018
$1.348
$162,091

Q2 2019 INCREASE /DECREASE

Total Sales Volume  $1.78B +32.8%

* Price/Unit  $160,450 -1.0%

= Price/SF  $189.88 -3.0% | $195.69 eenor

< YearBuili 1993 #1992 V
TOP 3 TRANSACTIONS BY PRICE/UNIT (100+)

Carter

Scottsdale, 365 Units | $117,800,000 ) )
$322,740/Unit | $378.88/SF | Built 2018 Q2 2019 Transactions by Year Built
# of Transactions  Avg Price/Unit Avg Price/SF
The Core Scottsdale 2010+ 7 $243K $248
(N Scottsdale, 282 Units | $80,400,000
$285,106/Unit | $303.58/SF | Built 2017 2000-09 6 $168K $193
. 1990-99 $183K $217
; Sonoran Vista
e Scottsdale, 264 Units | $67,000,000 1980-89 $122K $158
| $253,788/Unit | $247.13/SF | Built 1996 Pre-1980 $107K $140

e e

10 - 99 UNIT MULTIFAMILY PROPERTY ANALYSIS

Q22018 n n

Q2 2019 INCREASE /DECREASE

Total Sales Volume  $170M -140% | S198M
“ Price/Unit  $108,781 +10.2% : $98,697
< :
=  Price/SF $137.40 +9.5%  $125.51
> : TRANSACTIONS
=< Year Built 1967 +1 Yr ! 1966 BY YEAR BUILT
TOP 3 TRANSACTIONS BY PRICE/UNIT (10-99) & - ABIMultifamily
#* " Mariposa Palms
== Phoenix, 10 Units | $2,025,000 ] )
$202,500/Unit | $256.33/SF | Built 1951 Q2 2019 Transactions by Year Built
: # of Transactions  Avg Price/Unit Avg Price/SF
. Sir John's 2010+ - -
Phoenix, 14 Units | $2,700,000
$192,857/Unit | $226.89/SF | Built 1967 2000-09 $139K $124
r~ 1990-99 $138K  $121
_ Arcadia Modern
| Phoenix, 27 Units | $5,167,000 1980-89 $95K $95
. $191,370/Unit | $241.38/SF | Built 1963 Pre-1980 $110 $162
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ARIZONA MOBILE / MANUFACTURED HOUSING PARK (MHP) ANALYSIS
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MHP SALES VOLUME (50+)
Transaction Volume (02 2019) $49,177,018 $7,956,000
Transaction Volume (02 2018) $29,372,190 $3,400,000
Avg Sales Price / Space (02 2019) $47,560 $61,674
Avg Sales Price / Space (02 2018) $61,065 $37,363
Transaction Volume (02 2019) $67,360,480 $7,390,000
Transaction Volume (02 2018) $46,758,190 $8,700,000
Avg Sales Price / Space (02 2019) $69,949 $31,191
Avg Sales Price / Space (02 2018) $58,157 $20,358

Total Transaction Volume (2019 YTD, 50+)

Number of Transactions (2019 YTD, 50+)

$116,537,498 $15,346,000
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MHP INVENTORY (50+)

Total Spaces
Age Restricted/55+

Family

82,665 22,420
97,955 11,930
24,440 9,719

Phoenix MSA Q2 2019 Report

18,832
9,180
9,572
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COMPLETED CONSTRUCTION
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PHOENIX MULTIFAMILY CONSTRUCTION PIPELINE TOTAL UNIT INVENTORY
Q2 2019

10+ UNIT PROPERTIES: 328,632
50+ UNIT PROPERTIES: 305,359
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* Project Units Delivered. Project units delivered is based on when the total project is completed, not as individual buildings/units are delivered
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ABI GEONEWS: PHOENIX MSA - SELECT NEWS

Sun City

Peoria

(o]

Glendale

Tolleson

Northern Trust | Opening $95M Regional Operations Center in
Tempe | Hiring 1,000

Wells Fargo | Opening New Regional Office in Price Corridor to
Bring 1,200 Jobs

UPS | New Hub to Add Processing Capacity for E-Commerce, Add
1,500 Jobs at Goodyear PV303

Grand Canyon University | Continues Massive Expansion | 3,000+
Employees and 14,000+ Students Expected By 2020

Quicken Loans | Finalizes Deal to Move 1,100-Plus Jobs to
Downtown Phoenix

State Farm | Regional Headquarters Brings Total State Farm
Phoenix Area Employment to 3,000+

Skybridge Arizona | Nation’s First Intl Air Cargo Hub to House Both
Mexican and US Customs, Expected to Create 17,000 New Jobs

Nationwide Insurance | Development Opens 1,000 Acres of Desert
to Growth Including 5,500 New Jobs

Paradise
Valley:

() <500 JoBS

() 500 - 1999 J0BS /REGIONAL IMPACT

2000+ JOBS /REGIONAL IMPACT

(101
> Fountain Hills
T

Chandler

Regional

Gilbert

Nikola | Building Hybrid Semi-Truck Manufacturing Plant in Coolidge,
as a Result of Anheuser-Busch Pre-Order, to Employ up to 2,000

Creighton University | Building $150M Medical School in
Midtown Phoenix

Multiple Bioscience Companies | Phoenix Riding $3.5B

Bioscience wave with Jobs, New Space, Research

Phoenix | Why PHX is So Hot

Phoenix | Phoenix Apartment Rent Growth Remains Elevated

West Valley | Poised to be a Key Employment Hub

Phoenix | Phoenix saw second highest employment growth in 2018

Phoenix | City Council Set to Hear Downtown Transit
Redevelopment Plans
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http://www.bizjournals.com/phoenix/news/2015/02/25/chicago-bank-bringing-regional-operations-1-000.html?ana=e_du_pub&s=article_du&ed=2015-02-26&u=Lf3pU5d5ars2t2DJKFa5Jw01e81e63&t=1424994710
http://www.bizjournals.com/phoenix/news/2015/02/25/chicago-bank-bringing-regional-operations-1-000.html?ana=e_du_pub&s=article_du&ed=2015-02-26&u=Lf3pU5d5ars2t2DJKFa5Jw01e81e63&t=1424994710
https://azbigmedia.com/liberty-mutual-wells-fargo-bringing-thousands-jobs-chandler/
https://azbigmedia.com/liberty-mutual-wells-fargo-bringing-thousands-jobs-chandler/
http://www.goodyearaz.gov/Home/Components/News/News/5776/
http://www.goodyearaz.gov/Home/Components/News/News/5776/
https://azbigmedia.com/business/gcu-growing-beyond-capacity/
https://azbigmedia.com/business/gcu-growing-beyond-capacity/
https://www.bizjournals.com/phoenix/news/2017/06/14/quicken-loans-finalizes-deal-to-move-1-100-plus.html
https://www.bizjournals.com/phoenix/news/2017/06/14/quicken-loans-finalizes-deal-to-move-1-100-plus.html
https://azgovernor.gov/governor/news/2018/01/skybridge-arizona-marks-new-era-cross-border-commerce
https://azgovernor.gov/governor/news/2018/01/skybridge-arizona-marks-new-era-cross-border-commerce
https://www.azcentral.com/story/news/local/scottsdale/2018/06/21/nationwide-insurance-project-opens-1000-acres-desert-development-scottsdale/692690002/
https://www.azcentral.com/story/news/local/scottsdale/2018/06/21/nationwide-insurance-project-opens-1000-acres-desert-development-scottsdale/692690002/
https://www.pinalcentral.com/coolidge_examiner/news/semi-truck-plant-announced-in-coolidge-would-employ-up-to/article_ecc7ccbd-5d23-5103-ae76-b69205f39557.html
https://www.pinalcentral.com/coolidge_examiner/news/semi-truck-plant-announced-in-coolidge-would-employ-up-to/article_ecc7ccbd-5d23-5103-ae76-b69205f39557.html
https://www.bizjournals.com/phoenix/news/2018/09/18/creighton-university-to-build-phoenix-med-school.html
https://www.bizjournals.com/phoenix/news/2018/09/18/creighton-university-to-build-phoenix-med-school.html
https://roselawgroupreporter.com/2019/05/phoenix-riding-3-5b-bioscience-wave-with-jobs-new-space-research/
https://roselawgroupreporter.com/2019/05/phoenix-riding-3-5b-bioscience-wave-with-jobs-new-space-research/
https://www.forbes.com/sites/brendarichardson/2019/05/28/census-reveals-the-fastest-growing-cities-in-the-u-s-heres-why-phoenix-is-so-hot/#2e962997443e
https://azbigmedia.com/real-estate/multifamily/phoenix-apartment-rent-growth-remains-elevated/
https://www.bizjournals.com/phoenix/news/2019/03/05/west-valley-poised-to-be-a-key-employment-hub.html
https://www.bizjournals.com/phoenix/news/2019/01/09/phoenix-saw-second-highest-employment-growth-in.html
https://www.bizjournals.com/phoenix/news/2019/04/15/phoenix-council-setto-hear-downtown-transit-center.html
https://www.bizjournals.com/phoenix/news/2019/04/15/phoenix-council-setto-hear-downtown-transit-center.html

ABInsight, PHOENIX MSA Q2 2019: WHERE’S THE KA-BOOM?

THERE WAS SUPPOSED TO BE AN
EARTH-SHATTERING KA-BOOM!

BY: ROLAND MURPHY, DIRECTOR OF RESEARCH

oing into 2019, pundits, prognosticators and trend
Gdata purveyors were cautiously hedging their bets and
warning everyone to be on the lookout for a fairly
boring year. “Like 2018, but more so,” was about as far as most

would stick their necks out. But many warned that recessionary
horrors lay just beyond the horizon.

For the first most part, they’ve been proven right. There was a
little excitement when the Fed started moving on raising interest
rates, but the resulting panic in the stock market disco was more
extreme than when John Travolta’s polyester suit caught fire. (The
movie edit that plays in my head is a lot more interesting than the
one you saw on the screen.) As a result, Big Money Dance Off
continues.

Here be Dragons

Legend has it that back in the old days of exploration and
cartography, mapmakers, when they ran out of known coastlines
and features, would throw in a fanciful drawing of a hideous
beast, label the region in question with, “Here be Dragons,” and
go on about their business.

With the longest recovery in history now clocking in at 120
months-plus, the economic and market analytics punditry are well
into uncharted territory these days. As a result, the warnings of
impending dragon attack and/or sky collapse are pinging around
like happy little neutrons at Chernobyl in April of *86.

Give them long enough, and they’ve gotta smack into something,
right? And since everything has been so good for so long, that’s
gotta mean disaster is looming, right?

No. Despite predictions of dragons, leviathan, kraken, various sea
serpents and even Cthulhu itself, the multifamily market waters

remain enchantingly navigable.

8= ABIMultifamily.com

Phoenix Market Metrics:
By the Numibers

Rounding the Horn of Q2 and sailing into the Second Half, the
Phoenix market continues to move ahead on following seas.

For 10-99 unit properties, Q2 saw a transaction volume of more
than $170 Million, which represented a 14% Year-over-Year
decrease from Q2 2018. In the 100t unit category, Q2 brought in
$1.78 Billion, up 32.8% over 2018.

Average Price-Per-Unit amounts were up in 10-99, rising 10.2%
YoY to $108,781 for 10-99 units, and down 1% to $160,450 for
100t. These translated to an Average Price/SF of $137.40 in 10-
99 (up 9.5%) and $189.88 (down 3%) in 100+.

Inventory age remained consistent Year-over-Year, with Average
Year Built for 10-99 being 1967, versus 1966 for the same quarter
last year. Average Year Built in 100+ was 1993, compared to 1992
in 2018.

The market’s occupancy rate remained high. Q2 occupancy for
10% units was 95.6%, an increase of 0.4% Y-o-Y. Average Rent
was $1,163, up an impressive 8.8% ($94) from Q2 2018.

Phoenix MSA demographics continued their solid trends.
The Census estimate of total population was 4,737,270. The
unemployment rate finished the quarter at 4.6%, according to
Bureau of Labor Statistics numbers.

Median Household Income was $57,935, and Per Capita Income
came in at $29,542.

In the realm of new construction for 50F unit propetties, a
relatively anemic 2,365 units were delivered across 10 projects,
bringing the year-to-date count to 4,886 units at 20 properties.
An estimated 18,992 units are in the Planning stages actross
90 properties. A total of 14,442 units were listed as Under
Construction in 59 properties.

Pre-lease absorption rates are still high across the region at a rate
of 17 units/property/month.

Total Unit Inventory for 101 properties was 328,632, and 50+
came in at 305,359.

Across the MSA, 507 unit inventorties by city were:
¢ Phoenix: 137,415

*  Mesa: 37,774

e Tempe: 34,235

e Scottsdale: 27,583

¢ Glendale: 24,492

Phoenix MSA Q2 2019 Report




ABInsight, PHOENIX MSA Q2 2019:

WHERE’S THE KA-BOOM?

THERE WAS SUPPOSED TO BE AN
EARTH-SHATTERING KA-BOOM!

Portents of DOOM!

Unless you’re Kevin Bacon at the end of “Animal House”, you're
not going to get a lot of attention by saying, “Remain calm. All
is well.”

As a result, a couple different things happen. Either pundits
obsess about single data points or unusual deviations in order
to justify their air time or column space, or outlets take the one
cautionary item in a report that’s mostly sunshine, lollipops and
rainbows and make that their clarion call.

There are too many examples of the former to count, much less
critique, so I'll use an example of the latter as a case study. A
recent dire and eye-catching headline in Multi-Housing News read:

“]PMorgan Chase’s Head of CRE: Prepare for a Correction.”

Now, when Al Brooks is warning you to duck and covet, you pay
attention. The thing is, though, Brooks’ responses in the Q&A
that made up the bulk of the article were almost all pretty low key
and upbeat.

Asked right off the bat about the biggest challenges facing
multifamily, Brooks warned one of the biggest issues at the
moment is the increasing need to build a higher number of
affordable units in major markets, a common theme that’s been
raised for years, including in multiple past editions of this report.

In all the other questions, save one (sorta), Brooks’ comments
paint the picture of a healthy market with low vacancy, highly
available capital, excellent adoption of new tech to streamline
processes and a range of other positives that generally reinforce a
justifiably confident outlook for CRE in general and multifamily
in particular.

The only even remotely cautionary comment he made was in
response to a question concerning what risks lenders need to be
aware of given current conditions.

Brooks is quoted as saying: “The multifamily segment continues
to see activity in major markets. However, commercial real
estate developers and investors should be prepared for a future
correction. Although the multifamily segment is benefiting from
lower rates and a strong economy, it’s important to maintain a
fortress balance sheet for the long term and be ready for anything
in a changing and uncertain marketplace.”

That’s it. Don’t put all your eggs in one basket and, remember,
anything can happen.

CREATE YOUR
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But What About the Fed?!

As much as I don’t like to talk about the Federal Reserve and
monetary policy, only because such discussions tend to go down
the rabbit hole of quasi-alchemistic arcania moments after the
thesis statement is uttered, this time around it warrants a brief
mention.

In the second half of 2018 the Fed pulled up its Big Kid
underpants and moved to reduce its balance sheets and gently
nudge up interest rates. Shortly thereafter, in what looked for all
the world like an orchestrated tantrum, the stock market lost its
metaphorical mind.

Trying to remove the flailing rugrat from the cereal aisle, where it
was causing an embarrassing scene, and get it into the mini-van,
Chairman Powell and Company backed off and chose to leave
rates at 2.5 percent at the end of the year, even promising a cookie
in the form of a new rate cut if the market behaved. Thrilled the
bad behavior worked, stocks on major indices broke records and
Treasury yields dropped.

One of the harbingers of doom some were forecasting due to the
Fed’s earlier assertive policy announcement was that commercial
real estate prices were going to get pushed downward. Well, rack
up another missed opportunity for correct tea leaf interpretation.
Since the Fed was beaten back, CRE remains one of the few
investment types to continue generating appreciable returns and
cash flow.

Kinda like before, only more so.

ACCOUNT TODAY!

VIEW AND MANAGE YOUR INTEREST IN ABI'S LISTINGS, NEWS AND RESEARCH:
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https://www.multihousingnews.com/post/qa-jpmorgan-chases-cre-head-on-affordable-demand-and-planning-for-a-correction/
https://abimultifamily.com/registration

ABI COMPARATIVE MARKET REVIEW: Q2 2019

Total Population
Unemployment Rate (as of June 2019)

Employment Growth (y-o-y)
Median HH Income
Per Capita Income

Rent (02 2019)

Occupancy (02 2019)

Total Inventory (50+)

Total Under Construction (50+)

Units Delivered (50+, 02 2019)

Total Sales Volume (02 2019)

Average P/U (02 2019)

'.

 —

4,731,270
4.6%
3.2%

$57,935

$29,542

$156,564
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1,026,099
9.0%
1.7%

$48,676
$27,323
$891
+1.2%
94.7%
+0.3%
66,759

969

$87TM
-64.1%
$72,963

-15.8%

Phoenix MSA Q2 2019 Report

2,296,418
3.8%
1.8%

$67,902
$33,548
$1,517
+6.0%
96.4%
NO CHANGE
129,505
3,550
186
$247M

NO CHANGE

$167,814

+4.6%

3,337,685
3.3%
1.7%

$70,588
$34,350
$1,979
+3.9%
96.2%
-0.4%
184,413
8,717
362
$203M
-95.6%
$331,312

+6.6%
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ABI Multitamily

Apartment Brokerage & Advisory Flrm

LEADING MULTIFAMILY BROKERAGE TEAM IN THE WESTERN US

200+ YEARS OF COMBINED MULTIFAMILY BROKERAGE EXPERIENCE
SEASONED ADVISORS WITH REGIONAL INSIGHT
COLLABORATION & COOPERATION

NOTABLE RECENT ABI MULTIFAMILY TRANSACTIONS

AVALON ARTISAN PARK TEMPE TERRACE THE RETRO ON 32ND STREET

2005 North 103rd Avenue 9350 North 67th Avenue 1130 East Orange Street 3025 North 32nd Street
Avondale, AZ 85392 Glendale, AZ 85302 Tempe, AZ 85281 Phoenix, AZ 85018
Price: $80,000,000 Price: $22,600,000 Price: $5,460,000 Price: $5,350,000
Units: 400 Units: 198 Units: 39 Units: 62

Year Built: 2019 Year Built: 1984 Year Built: 1963 Year Built: 1968

APARTMENT BROKERAGE & ADVISORY FIRM

ABI Multifamily is a brokerage and advisory services firm that focuses exclusively on apartment investment transactions.
The experienced advisors at ABI Multifamily have completed billions of dollars in sales and thousands of individual multifamily transactions.

JOHN KOBIEROWSKI ~ ALON SHNITZER RUE BAX DOUG LAZOVICK  EDDIE CHANG  JACK HANNUM  CHUCK LABENZ  BRAD PICKERING
SR MANAGING PARTNER SR MANAGING PARTNER SR MANAGING PARTNER ~ PARTNER PARTNER SR VICE PRESIDENT SR VICE PRESIDENT SR VICE PRESIDENT
NATHAN BRUER PATRICK BURCH JOHN KLOCEK ROYCE MUNROE  RYANSMITH ~ MITCHELL DRAKE ~ DALLIN HAMMOND

VICE PRESIDENT VICE PRESIDENT VICE PRESIDENT VICE PRESIDENT VICE PRESIDENT ASSOCIATE ASSOCIATE

HEADQUARTERS OFFICE OFFICE OFFICE

5227 North 7th Street 2251 Douglas Blvd, Suite 115 1012 2nd Street, Suite 100 1650 North Kolb Road, Suite 230
Phoenix, AZ 85014 Roseville, CA 95661 Encinitas, CA 92024 Tucson, AZ 85715

602.714.1400 916.330.4040 858.256.7690 520.265.1945
CA Llic #02015648 CA Lic #02015648

DISCLAIMER © 2019 ABI Multifamily | The information and details contained herein have been obtained from third-party sources believed to be reliable; however, ABI
Multifamily has not independently verified its accuracy. ABI Multifamily makes no representations, guarantees, or express or implied warranties of any kind regarding
the accuracy or completeness of the information and details provided herein, including but not limited to the implied warranty of suitability and fitness for a particular
purpose. Interested parties should perform their own due diligence regarding the accuracy of the information. SOURCES: ABI Research / Bureau of Labor Statistics /
Census Bureau / YARDI Matrix / Vizzda / US Chamber of Commerce / RED Comps / ARMLS
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