gABIMu\tlfaml\

Apartment Brokerage & Advisory F|rm

Tucson Msa M nrmvuw |

TUCSON MSA OVERVIEW 01
MULTIFAMILY PROPERTY ANALYSIS: 100+ & 10-99 UNITS 02
SINGLE FAMILY RESIDENTIAL STATS & HOUSING PERMIT DATA 03
COMPLETED CONSTRUCTION & PLANNED PROJECTS 04
2Q 2017 SELECT NEWS

ABInsight. CONSTRUCTION GLUTTO INTENSIFY INVESTOR DEMAND 06

.t—} g B et Vo ;::‘-:“i“.’._ A
‘-

10+ UNIT PROPERTIES 2Q 2017  iNcreast/DECREASE 20 2016 '| 0]5 400 ”‘N”'ﬂ'”'”‘”'ﬂ‘l”l”l”ﬂ”ﬂ”ﬂ”ﬂ”ﬁ'
Total Sales Volume S$169M  167% N\ $63M ~ +1.0% POPULATION

Price/Unit  $74,658 47% AN | $50,755

: | 4.9% +0.5%
= Price/SF $103.35 57% oA | $65.95 ~ 0.4% -

. ® "
Year Built 1968  -1yr nv 1969 ‘I. W

UNEMPLOYMENT EMPLOYMENT GROWTH

Average Rent  $794 3.8% AN\ $765

+
o .
0 Rate 94.4% -0.2% N | 94.6%
ccupancy nare (1] (1} i (1] $46"|62 $38 536 '
— i A~ +2. 1%
Units Delivered N/A N/A — | 338 $
ABI GEONEWS - TUCSON MSA 2Q 2017 SELECT NEWS MEDIAN HH INCOME PER CAPITA INCOME

8 Vector Space Systems unveils new satellite launcher rocket,
" hiring up to 200 for high-wage jobs

332 117,885 @
Tucson Employer, Bayview Asset Management, adding 375 new
finance jobs W \/

UNDER CONSTRUCTION TOTAL INVENTORY

International mining tech firm Hexagon to expand, relocate HQ to
downtown Tucson, to add 260 jobs
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100+ UNIT PROPERTIES

202017  increase/pEcrease | 2Q 2016
Total Sales Volume $96M 117% N S44M
o Price/Unit  $81,122 25% -\ | 564,898
< :
= Price/SF $116.31 58% -~ | $73.60 TRANSAGHONS
w : BY YEAR BUILT
~ Year Built 1982 10 yrs #\ : 1972
TOP 3 TRANSACTIONS BY PRICE/UNIT (100+)
Villas at San Dorado
Oro Valley, 274 Units | $50,550,000 ) )
$184,489/Unit | $173.58/SF | Built 2015 2Q 2017 Transactions by Year Built
# of Transactions  Avg Price/Unit Avg Price/SF
Capistrano 2010+ 1 $184K $174
Tucson, 112 Units | $8,600,000
$76,786/Unit | $126.87/SF | Built 1974 2000-09 N/A N/A
1990-99 N/A N/A
Zona Village at Pima Foothills
Tucson, 183 Units | $10,050,000 1980-89 $40K $86
$54,918/Unit | $101.65/SF | Built 1964 Pre-1980 $56K $85

10 - 99 UNIT PROPERTIES
2Q 2017 n

2Q 2017  INCREASE/DECREASE

Total Soles Volume ~ ST3M  283% o | SI9M
“ Price/Unit $67,578  101% #N\ | $33,688
Z Price/SE $9015  70% o | $53.13 o
> Year Built 1966 3ys N | 1969

TOP 3 TRANSACTIONS BY PRICE/UNIT (10-99)

The Junction at Iron Horse (Student Housing)
Tucson, 76 Units | $19,320,221

$254,213/Unit | $222.22/SF | Built 2014 2Q 2017 Transactions by Year Built
# of Transactions ~ Avg Price/Unit Avg Price/SF

4th & 6th Avenue Student Townhomes 2010+ $254K $222

Tucson, 11 Units | $1,455,000

$132,273/Unit | $125.05/SF | Built 1996/97 2000-09 N/A N/A
1990-99 $98K $86

3622 East 4th Street

Tueson, 12 Units | $1,370,000 1980-89 $36K $65

$114,167/Unit | $117.33/SF | Built 1997 Pre-1980 $52K $74
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SINGLE FAMILY RESIDENTIAL - FOR SALE /LEASE

$240,000

AVG SALES PRICE $233,842 $220,000

MEDIAN SALES PRICE $196,500
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$120,000

SFR SALES TRENDS

MONTHLY SALES 9,499

AVG DAYS ON MARKET 61

ABSORPTION RATE 4.21

2011 2012 2013 2014 2015 2016 2Q 2017

SFR - FOR LEASE

2Q 2017 2Q 2016

Median Lease: $1,175 Median Lease: $1,095

Average Lease: $1,214 Average Lease: $1,139
Avg. Days on Market: 31 Avg. Days on Market: 37

HOUSING PERMIT DATA - SFR /MF *

FRED -~
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— New Private Housing Units Authorized by Building Permits for Tucson, AZ (MSA)

— New Private Housing Units Authorized by Building Permits: 1-Unit Structures for Tucson, AZ (MSA)

2Q 2017 2Q 2016 CHANGE
Total Permits Total Permits (y-0-y)
All: 771 667
1-Unit: 756 608
2000 2002 2004 2006 2008 2010 2012 2014 2016

* Quarterly Average permitted units from 2000 to YTD (FRED)

Tucson MSA 2Q 2017 Report

ABI Research / FRED® COPYRIGHT 2017
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COMPLETED CONSTRUCTION

Oro Valley

2] Recently Completed
(7] (YTD)

Total'# of Units: 318

Total # of Properties: 2
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TUCSON MULTIFAMILY CONSTRUCTION PIPELINE | 2Q 2017
2900 TOTAL UNIT INVENTORY
2,250 10+ UNIT PROPERTIES: 117,885
50+ UNIT PROPERTIES: 66,093
2,000
1750 ABSORPTION RATE
1,500 14
Units/Property (Avg)
1,250
Average: 755
1,000
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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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2Q 2017 SELECT NEWS

() <500 JoBs

(©) 500 -1999 J0BS /REGIONAL IMPACT
(©) 2000+ s08s/REGIONAL IMPACT

Tucson

South Tucson

Vector Space Systems | Vector Space Systems unveils new satellite u Convergys | Convergys plans to hire 500 in Tucson
launcher rocket

a Alorica | Call center operator, Alorica, adding 200 jobs in Tucson 1| C3| Call-center operator C3 to hire 1,132 in Tucson

a Raytheon | Raytheon confirms plans to add 2,000 Tucson jobs m C3 | Call-center operator C3 to hire 1,132 in Tucson

n ADP | ADP to add 250 jobs in Tucson SpacePort | Pima County marks completion of World View HQ,
SpacePort

a Dave & Busters | Dave & Buster's hiring 230 for first Tucson eatery Bayview Asset Management | Tucson Employer, Bayview Asset
Management, adding 375 new finance jobs

Caterpillar Inc. | Caterpillar Inc. bringing regional HQ to downtown Hexagon | Interational mining tech firm Hexagon to expand, relocate
Tucson, 600 jobs HQ to downtown Tucson

Comcast | Comcast marks grand opening of Tucson call center (brings Emst & Young | Emst & Young opening new support center in
“ 1,000 jobs to the area) Downtown Tucson to hire 125

Fox Restaurant Concepts | Sam Fox bringing The Yard dining- UA | University of Arizona, hiring 750. The university is adding positions
entertainment complex to Tucson in Tucson ranging from counselors to research assistants
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ABInsight. TUCSON MSA 2Q REVIEW: CONSTRUCTION GLUT TO INTENSIFY INVESTOR DEMAND

By: Thomas M. Brophy, Director of Research

apartment market demand and makes no assertions as to quality/

type of build, simply focuses on the actual units that are/will be need-
ed/delivered. In order to streamline the analysis process the following
assumptions were made:

The analysis that follows is meant to provide a very top level view of

Unit Demand = (((Pop1 - Pop2) / Avg HH Size) * Renter HH %) * Occ %

1. Population Data is based on Census and Arizona Department of Ad-
ministration’s Low Series Pima County Current Population & Projec-
tions (2015 to 2050) and is based only on Population Growth of the 20
to 74 year old demographic segment

2. Average Household (HH) Size is based off Census estimates and in-
ternal ABI projections as follows: 2010/11=2.36, 2012=2.40, 2013=2.43,
2014=2.42,2015=2.42, 2016=2.45 (est), 2017-2020=2.45 (est)

3. Renter Household (HH) Percentage is based off Census estimates
with internal ABI projections as follows: 2011=36.0%, 2012=36.4%,
2013=37.3%, 2014=38.2%, 2015=38.8%, 2016=39.2% (est), 2017=39.6%
(est), 2018=40.0% (est), 2019=40.4% (est) and 2020=40.8% (est).

4. Units Deliveries for 2017/18 are based on projects currently Under Con-
struction as of 2Q 2017 (332 units, 50+ unit properties) with delivery
expected by end of 2018. For 2019/20, projects currently Under Con-
struction with deliveries set through 2020 + assuming that 100% of all
Planned units as of 2Q 2017 (826) will be completed by 2020 as well.

5. Occupancy Rate is based off actuals (source Yardi) and internal
ABI projections as follows: 2011=90.5%, 2012=91.3%, 2013=91.3%,
2014=91.9%, 2015=93.1%, 2016=94.5%, 2017=95% (est), 2018=95%
(est), 2019=95.5% (est), 2020=96% (est)

Pima County, AZ Apartment Inventory Analysis/Forecast
Unit Demand v Deliveries v Occupancy (2011-2020)

From 2011 to 2016, demand exceeded supply by approximately 300 units. Based upon current
delivery schedules (S0+ unit properties) and the lower bound population growth estimates provided
by the Arizona Department of Administration, apartment unit demand will continue to outpace
supply well into 2020, rising to a 1,700 unit deficit for the entire time period.

MLU

2011 2012 2014 2015 2007

UnitDemand e Unit Deliveries (Actual)  wemms Unit Deliveries (Forecast) Ocaupancy (Actual)

From 2011 to 2016, demand exceeded supply by approximately 300 units. Based
upon current delivery schedules (50+ unit properties) and the lower bound pop-
ulation growth estimates provided by the Arizona Department of Administration,
apartment unit demand will continue to outpace supply well into 2020, rising to a
1,700 unit deficit for the entire time period.

Tucson Market Metrics: By the Numbers

The MSA's total sales volume (10+ unit properties) increased 167%, year-
over-year, to $168.95M across 44 transactions representing 2,263 total
units sold. California-based investors continue to be the dominant buy-
er of multifamily properties in the area accounting for 34% of total units
transacted or 772 units, Arizona-based investors came in 2nd with 540
units purchased and, rounding out the top five: (#3) Florida-investors with
455 units purchase, (#4) Massachusetts-based investors with 274 units
and (#5) Nevada-based investors with 141 units.

Sales of 100+ unit properties witnessed a sales volume increase of 117%

8= ABIMultifamily.com

y-0-y to $95.9M. Average price-per-unit amount increased 25% to $81,122.
10 to 99 unit properties saw its volume increase an astounding 283% to
$72.9M with a surge of 101% in average price-per-unit amounts to $67,578.
Price-per-unit increases in the smaller property size category dovetails
the sales trend which began in earnest in late 2016 through 1Q 2017, as
mid-century built, extensively repositioned properties in the Central Tuc-
son/University submarket having been coming back online for sale. In fact,
pre-1980's built product represented 74% of all transactions in the 2Q.

The Tucson MSA did not have any new inventory come online in 2Q. In
fact, Tucson will not see any new construction until the end of 2018, aside
from smaller affordable housing developments. Despite a minor (0.2%)
Occupancy Rate contraction to 94.4%, Tucson'’s Occupancy Rate is project-
ed to increase to 95% by year end. Average rent continued is rise increas-
ing 3.8% y-o0-y to $794.

Qutlook

| firmly stick behind my 2017 Market Forecast, despite Fed chatter and
three 25-50bps increases behind us, it is unlikely the Fed will continue with
its gradual interest rate increase for the balance of 2017 despite many
economists predicting otherwise. Basis for this sentiment is rooted in two
primary areas, namely weak inflationary pressures, as stated by Yellen,
and continued sub-3% GDP growth post-recession. This isn't to say that
we are without headwinds; in fact, given government stasis in key legis-
lative areas, specifically healthcare and tax reform, has resulted in loss
of the Trump bounce’ yet people remain largely optimistic. Additional-
ly, despite the projected end to gradual interest rate increases, the Fed
has made statements it wants to move towards ‘balance sheet reduction’
or QT, quantitative tightening, which certainly has the potential to sap li-
quidity from the market. Internationally there is still significant instability
in both EM (Emerging) and DM (Developed) markets, particularly across
Europe and Asia. It's helpful to remember some 50%+
of the world's developed markets continue to operate
at zero or below interest rates which has led to capi-
tal flight. Despite stocks hitting all-time highs, based in
7% large part on investors factoring in massive deregula-
tion, markets the world over have been prone to ever
increasing volatility fits.

With many of the larger western MSA's reaching, and
exceeding, previous peak price per unit amounts has
caused investors, on the hunt for higher yield/CAP
rates, to look to qualified secondary and tertiary mar-
kets. Tucson with little in the development pipeline, is
fast becoming the ‘go-to’ secondary market for multi-
family investors. Given Tucson’s now 5-year low for
projected new unit deliveries and with economic and
job prospects at, or nearing, 7 year highs lays the foun-
dation for a market not witnessed by Tucson investors
in at least a generation, if ever. The confluence of these
two conditions will continue to shape the Tucson mul-
tifamily market well into the latter half of 2018 as new
units will be brought online. Until that time both, and
barring any Black Swan events, Occupancy Rates and Rents should contin-
ue to reach all-time highs and make Tucson one of the more active sec-
ondary markets in the country.

ABI MULTIFAMILY MINUTE
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Join the conversation as we further discuss
construction and the current / future
apartment market demand in the Tucson
MSA. Ryan Smith and Thomas Brophy
discuss this and more in our Tucson MSA
2Q Review podcast.
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ABI Multitamily

Apartment Brokerage & Advisory Firm

LEADING MULTIFAMILY BROKERAGE TEAM IN THE WESTERN US

OVER 150 YEARS OF COMBINED MULTIFAMILY BROKERAGE EXPERIENCE
SEASONED ADVISORS WITH REGIONAL INSIGHT
COLLABORATION & COOPERATION

SELECT CURRENT LISTINGS

BROOKWOOD EASTPOINTE APARTMENTS DREXEL GARDENS/DREXEL TERRACE  TUCSON 55 PORTFOLIO
201 South Kolb Road, 8477 East Broadway Boulevard, 1301 & 1356-1360 East Drexel Road, 2015 East Benson Highway,
Tucson, AZ Tucson, AZ Tucson, AZ Tucson, AZ

Price: $13,000,000 Price: $2,195,000 Portfolio Price: $2,060,000 Portfolio Price: $1,400,000
Units: 272 Units Units: 49 Units Units: 47 Units Units: 55 Units

Year Built: 1973 Year Built: 1981 Year Built: 1983/84 Year Built: 1948-1976

Remodeled: 2016

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.

TUCSON ADVISORS

LANCE PARSONS, CCIM JONATHAN IBRAHIM RYAN KIPPES JOHN KOBIEROWSKI
SENIOR VICE PRESIDENT VICE PRESIDENT VICE PRESIDENT SENIOR MANAGING PARTNER
520.265.1945 520.265.1127 520.265.1895 602.714.1384
lance.parsons@abimultifamily.com jonathan.ibrahim@abimultifamily.com ryan.kippes@abimultifamily.com john.kobierowski@abimultifamily.com

HEADQUARTERS OFFICE OFFICE

4715 N. 32nd Street, Suite 105 1012 2nd Street, Suite 100 1650 North Kolb Road, Suite 230
Phoenix, AZ 85018 Encinitas, CA 92024 Tucson, AZ 85715

602.714.1400 858.256.7690 520.265.1945
CA Lic #02015648

DISCLAIMER © 2017 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 / ADOA / Bureau of Labor Statistics / Census Bureau / EBRC / HUD / Yardi /
US Chamber of Commerce / Vizzda / ARMLS / RED Comps / TAR MLS
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