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“There are two kinds of forecasters: those who don’t
know, and those who don’t know they don’t know.”

— John Kenneth Galbraith

* U.S. Economy
— Secular Stagnation?
— The New Normal?
— Centennial Transition

* Real Estate Markets
— Residential Renewal
— Commercial Ascent
— Capital Trends
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U.S. Population Grows by 26M in Last Decade

U.S. Estimate of Resident Population ('000)

2015: 321 million
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U.S. Labor Force Grows by 8M in Last Decade

: 16 Yr + (SA, '000s)

Civilian Labor Force

2015.12: 158 million
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U.S. Economy

“Trickle-down theory—- the less thag..
elegant metaphor that if-one feeds the
horse enough oats, some will pass.through
to the road for the sparrows.” ‘

B
— John Kenneth Galbraith

-



Monetary policy designed to bring economy out of

Great Recession

* Quantitative easing / low
cost of money designed to
stabilize banks

e Stable bank balance sheets
translate into lending

* |ncreased credit boosts
consumer/business spending

* Consumer/business
spending drives economic
growth
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Consumers remain economic growth engine

Real GDP (SAAR, Bil.Chn.2009$)
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Housing recovery boosts economic activity

B EHS (SAAR, Units) ===Distressed Sales (%)
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Housing supply does not keep pace with population

B New SF Home Sales (SAAR, '000s) Net Household Formation ('000)
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Shortage of inventory pushes home prices upward

EHS Median Sales Price ()

—Home prices rose 11.5%, 5.7%, and 5.9%

over the past 3 years while wages have

only been rising around 2%
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Capital holders ride growth wave

Households & Nonprofit Organizations: Total Real Estate

Households & Nonprofit Org: Total Financial Assets

Holdings (NSA, Bil.$) FRB

(NSA, Bil.$)

2006.Q4: $25.0 > 2015.Q3: $24.9T
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Consumers without assets lag on low wages

=== Consumer Confidence (SA, 1985=100)
=== Consumer Sentiment (NSA, Q1.66=100)

Real Personal Income Excluding Transfer
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Employment maintains momentum...

Unemployment Rate (SA, %)

B Chg in Total Nonfarm Employment (SA, '000s)
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...With service industries driving employment gains

2010-15: Payroll Employment Growth by Sector (SA, 000s)

Govern
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Manufacturing
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Tampa MSA employment

Unemployment Rate (%)

U.S.

Payroll Employment YoY Chg (SA, '000)

FL —Tampa MSA

—FL —Tampa MSA
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Consumer credit grows...as does student debt

Commercial Banks e===Savings Institutions
Consumer Credit - YoY % Change (EOP, SA, Bil.$) Finance Companies  e==Credit Unions
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Consumer spending concentrated on durable goods

Personal Consumption (SAAR, Chn.2009$) % Chg

Annual Rate
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Business investments lose momentum...

Real Business Spending (SAAR, Chn2009S$) % Chg Annual Rate

Source: BEA
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...As activity throttles back...

ISM Index (SA, 50+ Increasing)

Manufacturers' Activity (EOP, SA, Mil.S)
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...And net exports feel the squeeze of a strong dollar

International Trade (SAAR, Bil.Chn.2009S)

: USS/Euro (EOP)

Exchange Rate

===Real Imports
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Corporate balance sheets remain healthy

Real Corporate Profits After Tax (SAAR, Corporate Cash/Cash Equivalent Holdings (NSA,

Bil.Chn.2009$) Bil.$)
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..Aided by dropping oil/gas prices

Natural Gas Price (Henry Hub, LA, $/mmbtu)

——Brent Nominal (EU Mkt Price, S/Barrel)
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Economic outlook—moderately positive

JANUARY 2016
2013 2014 2015

Annual Growth Rate, %
Real GDP 2.2 2.4 2.4 2.8
Nonfarm Payroll Employment 1.7 1.9 2.1 1.3
Consumer Prices 1.5 1.6 0.2 2.5
Level
Consumer Confidence 73 87 98 96
Percent
Unemployment 7.4 6.2 5.3 4.9
Fed Funds Rate 0.1 0.1 0.1 0.9
3-Month T-bill Rate 0.1 0.1 0.1 0.9
Corporate Aaa Bond Yield 4.3 4.2 3.9 4.4
10-Year Gov’t Bond 2.6 2.5 2.1 2.6

30-Year Gov’t Bond 3.4 3.3 2.8 3.5

Source: National Association of REALTORS®
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CRE fundamentals in line with economy...

REALTOR® Commercial Leasing Trends

—New Construction —Leasing Volume

Leasing Volume ——Leasing Rates
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...As rising demand leads to lower vacancies

REALTORS® Commercial Vacancy Rates

30.0% - Office Industrial —Retail —Multifamily Hotel
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Source: National Association of Realtors®



CRE investment sales close 2015 at S504 B
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Manhattan
Los Angeles
Chicago
Dallas
Aflanta
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Seattle
San Francisco
San Jose
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Inland Empire
Orlando
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Portland
Baltimore
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Tampa CRE sales up 25% YoY in 2015

CRE Sales Volume: Southeast 2015 (SM)

Tampa Sales by Property: 2015 (SM)

Tampa 5,685.3
Raleigh/Durham

Palm Beach B Dev Site
Orlando 2 468.0 = Hotel
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Miami M Retail
Memphis M Industrial
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Atlanta
& 50000 100009 15,0009 6200000

Source: Real Capital Analytics



Capital in search of yield drives prices

Capitalization Rates Commercial Property Price Index
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Source: Real Capital Analytics, Moody's/RCA CPPI



CRE remains a tale of two markets

Sales Volume (YoY % Chg) Sales Prices (YoY % Chg)
——Real Capital Analytics CRE Markets ——Real Capital Analytics CRE Markets
—REALTOR® CRE Markets —REALTOR® CRE Markets
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Smaller markets offer yield premium

Cap Rates - 2015.Q4 CRE Spreads: Cap Rates to 10-Yr. T-Notes (bps)
® RCA Markets ® REALTOR® Markets ——RCA Cap Rates —REALTORS Cap Rates
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Capital markets flush with liquidity at high end

Commercial Real Estate Debt: $3.54 Trillion

GSEs
12% Other

"

Foreign Banking Offices
in U.S.

1%\
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11%
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49%
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Commercial Real Estate Equity: $2.64 Trillion
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Source: Situs RERC Estimate based on NAREIT, PREA, AFIRE, Prequin, Real Capital Analytics, and NCREIF Data, 3q 2015.



Lending conditions improve...
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...But capital landscape remains bifurcated
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Commercial real estate outlook

Commercial Real Estate Vacancy Forecast (%)

RO AP IR EN2015.Q4 [2016.Q1 [2016.Q2 [2016.03 [2016.04 [2017.Q1 2015| 2016

Office 15.9 16.0 15.6 15.2 14.9 14.8 14.8 14.6 |16.0 15.6 14.9
Industrial 10.8 11.5 111 10.9 10.5 10.1 9.7 9.5 [12.0 11.2 10.3
Retail 13.2 13.0 12.6 12.2 11.8 11.6 11.3 11.0 |13.8 13.1 11.7
Multifamily 6.6 7.4 6.1 7.0 6.9 7.1 7.3 83 6.6 /1 7.1

Source: National Association of REALTORS®

NAR Commercial Property Price Forecast

2008 2009 2010 2011 2012 2013 2014 2015 2016
NCREIF 215.2 165.1 168.2 186.5 195.2 2119 2249 249.6 245.3
Green St. Advisors 86.1 63.5 74.4 87.1 92.2 99.4 106.7 118.0 116.0

Sources: NAR, NCREIF, Green Street Advisors, Real Capital Analytics



www.realtor.org/reports/expectations-and-market-realities-in-real-estate
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