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What Does the Crystal Ball Say (Today?)

Real GDP, annualized quarter/quarter growth rate
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Business Lockdowns Hit Hard

Deviation from typical U.S. GDP, annual comparisons by industry 2020
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Job Losses in March
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Job Losses in April
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Concentration Risk Apparent Given ldentified Cases

Mumber of Cases
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Concentration Risk: Texas
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Property Types &
Geographic Markets



Recession & Protracted Slump | Multifamily

* Pre-pandemic, we
expected a record high
In terms of deliveries
for 2020: over 300,000
new units.

 Recession and
protracted slump
scenarios produce an
Increase in vacancies,
but construction
pullback is a
countervailing effect.
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Protracted Slump | Major Texas Multifamily Markets

Employment
«  Historical reaction functions to Decline
downturns determine the relative . .
focus and magnitude of distress in Vacancy Effective Rent (PI'OJeCted,
various property types and (2020)  (Projected, 2020) 2020)
geographic markets.
- o il Houston 7.5% -3.9% -5.8%
. ecent record of oversupply wi
position any geographic market for Fort Worth 6.2% -2.7% -5.7%
distress, if demand pulls back _ San Antonio 7‘3% 2 29 _5.3%
abruptly (as per a severe pandemic o o o
or protracted slump scenario). Dallas 9.0% -3.3% -5.1%

* Recent record of poor performance, particularly when vacancies have been rising and/or rent growth has been moderating, suggests
markets will not fare as well in a downturn.

* Houston takes the greatest hit in terms of effective rent declines, with Dallas a close second. Roughly correlated with employment
declines, but all taking into account actual real estate performance.
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Apartment Market Trends: Houston
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Inventory growth in
Houston multifamily has
been appreciable at
2.3% per year from
2012 to 2019, but
nowhere near as strong
as the 1980s or the late
1990s.

As a result, vacancies
will rise to 9.4% by the
end of 2021, about a
400 bps increase versus
pre-pandemic levels, but
IS unlikely to approach
its recent highs above
12% in the 2008-2009
downturn.
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Apartment Market Trends: Oklahoma City
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There has been even less
building of multifamily
units in Oklahoma City
(1.3% p.a. from 2012 to
2019).

Vacancies have stayed
relatively tight as a result,
trending at 6% or below
during this period. Worst
case, REIS projects
vacancies to rise to 9.0%
through 2021 over the
next year — lower than the
10% high from 2009.
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Qil Employment Level and Crude Qil Prices

Apartment Market Trends: Odessa-Midland
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In Odessa-Midland, there
were some spikes in
multifamily building to
house workers employed
In the oll industry.
Inventory growth
averaged 4.1% p.a. from
2012 to 2019, with a 10%
spike in 2015.

Vacancies rose past 10%
in 2015 but that was
driven by the large
amount of new supply
that came online (that
quickly leased). COVID-
19 will push vacancies to
7.7%.
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Office & Retall Do Not Fare as Well

Office Fundamentals | Protracted Slump
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Office Market Trends: Houston
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Houston has a large
employment base, but
only 2.9% of it is in the
oil, natural gas, and
petroleum industries. Oil-
related jobs are expected
to decline by over 15% in
2020, but total
employment will “only” fall
by 5.8%.

Since office inventory has
not increased as much in
this last cycle, there is
less of a supply glut to
deal with. Vacancies will
rise past 26% but will not
break historic highs.
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Office Market Trends: Oklahoma City
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0

3.0% of Oklahoma City’s
employment base is in
the oil, natural gas, and
petroleum industries.
These oil-related jobs are
expected to decline by
19.4% in 2020, but total
employment will fall by
only 5.5%.

Inventory grew by only
0.3% per year from 2011
to 2019 — very moderate.
Vacancies will rise past
25% in 2022.
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Qil Employment Level and Crude Qil Prices

Office Market Trends: Odessa-Midland
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Odessa-Midland’s
employment base is
much smaller than
Houston’s, and 19.2% of
its total employees are In
oil-related industries.
Jobs in oil will fall by
close to 15% in 2020.

Except for a spike in
office construction in
2015, inventories only
grew by an average of
1.4% from 2012 to 2019.
Vacancies will rise past
1% but not as much as if
there was an oversupply
situation to deal with.

Webinar - COVID-19 and the Future of Multifamily and CRE 19



What’s Next, and What Can We
Really Know?



ldiosyncratic Shocks? Some Experience

Los Angeles Multifamily Fundamentals, 1988 to 1998
7 0% * The Northridge
5 Earthquake of 1994
| remains the costliest
5.0% | earthquake on record in
' the US ($26.4 billion in
damages, 2018 dollars)

| * Net positive for Los
| Angeles multifamily
I § fundamentals — but why?
0.0% i = . I — « This is the optimistic
o : case: that demand
| remains strong in urban
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ldiosyncratic Shocks? Potential Negatives

New Orleans Demographics, 2000 to 2019
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Hurricane Katrina in
2005 devastated New
Orleans and the area
suffered a permanent
shock to demand

Multifamily fundamentals
received a temporary
boost because of
destroyed units, but over
the long run weaker
demand did not sustain
occupancies.

What will happen post-
COVID-19?

Webinar - COVID-19 and the Future of Multifamily and CRE
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Downtown NYC: 9/11 and Its Aftermath

Downtown NYC Multifamily, 1999 to 2024
 Downtown NYC

NYC and helped
5 /\ % transform it into a
. I residential neighborhood

4%
(not just office).

30 16% . ] ]
Forecast vacancies spiked in 2001
25 14% after 9/11 and took a few
years to recover — but it
20 12% .
did recover.
g o « Over 60,000 households
I - moved to downtown

ajey Aaueoep

5 2%

« What will happen post-
o 0% COVID-19?
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Applications: Portfolio Analysis

NOI Change
g 2.0%
0.0%
-14.0% -12.0% -10.0% -6.0% -4.0% -2.0% 0.0%
B 20% 5
Market: San Diego, CA E
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Market: Dallas, TX NOI Growth: -8.3% O
. . 0
Submarket: Oak Lawn \Value Change: -0.9% -6.0% =
NOI Growth: -9.8% \ D
Value Change: -8.7% -
- -8.0%
(D
-10.0%
Market: Louisville, KY
Submarket: South/Airport -12.0%
NOI Growth: -10.3%
Value Change: -11.9%
-14.0%

e Office o Retail o Apartment ¢ Industrial
Source: Moody’s Analytics REIS | Baseline scenario as of EOM March 2020
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Applications: COVID-19 Impact Assessment Tool

https://cre.reis.com/covid-19

COVID-19 Outbreak: Impact on CRE
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https://cre.reis.com/covid-19

Questions &
ANswers
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