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Key Takeaways

Sales Volume

Multifamily investment sales volume in 2Q21 accelerated to
$52.7 billion, representing a 238.1% surge year-over-year.
With $92.1 billion in deal activity through the first half of
2021, volume is 7.2% ahead of 2019's pace, a record year
for sales volume. Year-to-date, 81.1% of investment sales
volume has been directed towards non-major markets,
representing the highest allocation on record.

Dry Powder

Dry powder rose to a record high of $234 billion earmarked
for investment into commercial real estate. Year-to-date,
$74.3 billion has been set aside for investment into
residential properties with 71.1% of capital raised
concentrated on value-add and opportunistic strategies.

Total Returns

Total returns have accelerated to 5.4% through the first half
of 2021 and 7.0% over the trailing twelve months.
Multifamily total returns remain resilient at 160 basis points
above the consumer price index and have consistently
outpaced inflation despite a sharp uptick year-to-date. The
majority of the above-average total returns are being
achieved in the Sunbelt region.

) 2021 Newmark. All rights reserved

Rent Growth

Multifamily rents have recovered to pre-pandemic levels or
higher in almost all markets throughout the US. Of the top
150 largest multifamily markets, 109 markets experienced
year-over-year rent growth exceeding 5%. While smaller
markets make up the bulk of the 10% + category, large
metros such as Atlanta and Phoenix are exhibiting above-
average growth.

Supply and Demand

Through the first half of 2021, demand has significantly
outpaced new supply by 93,000 units with 268,000 units
absorbed compared to 175,000 new units delivered. Over
the past 12 months, demand has outpaced new supply
considerably in Dallas/Fort-Worth, South Florida and Phoenix.

Debt Markets

Mortgage debt outstanding for multifamily rose 8.9% year-
over-year to $1.7 trillion. Despite reduced lending from
Fannie Mae and Freddie Mac in the first half of the year,
GSEs grew their debt outstanding by 14.5%. Only, REITS
increased their debt outstanding more with a 24.5% vyear-
over-year increase.
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Sales Volume

UNITED STATES; DOLLARS IN BILLIONS

Driven by robust investor appetite, multifamily investment sales volume in 2Q21 accelerated to $52.7 billion, representing a 238.1% surge year-over-year compared with 2Q20 -
the largest sequential increase on record. With $92.1 billion in deal activity through the first half of 2021, volume is 7.2% ahead of 2019’s pace, a year in which investment sales
achieved record annual volume of $192.5 billion.
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Monthly Sales Volume

UNITED STATES; DOLLARS IN BILLIONS

Monthly sales volume over the trailing twelve months has averaged $15.2 billion per month, 49.0% greater than the long-term average and 11.9% above the previous 12-month
period. The pickup in activity is likely to continue in the coming months, with over $6 billion in large-scale portfolios currently being marketed.
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Sales Volume by Market

12-MONTH TOTALS; DOLLARS IN BILLIONS

Over the past 12 months, several markets experienced an influx in year-over-year sales volume. Most notably, Atlanta, Austin, Indianapolis, Jacksonville, Phoenix and South Florida
all exceeded 45% annualized growth. While sales volume declined in five of the six major markets year-over-year, Washington, D.C. metro activity increased 14.5%, primarily driven

by investment into Northern Virginia and Suburban Maryland.
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Source: Newmark Research, Real Capital Analytics * Major markets: Boston, Chicago, Los Angeles metro, New York metro, San Francisco metro, Washington, D.C. metro. Non-major markets: all other markets.
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Investment Allocation to Multifamily

UNITED STATES

Investment allocation to multifamily compared with the overall US commercial real estate market rose to an all-time high of 36.6% in the first half of 2021. Since 2014, allocation to
multifamily from commercial real estate investors has risen each year with the exception of 2018.
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Capital Flow Analysis

UNITED STATES; DOLLARS IN BILLIONS

Year-to-date, 81.1% of investment sales volume has been directed towards non-major markets, representing the highest allocation on record. While this trend was in place prior to
COVID-19, this has accelerated further as investors overwhelmingly seeking out faster growing markets outside of major markets.
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Total Returns

CALENDAR YEAR AND ANNUALIZED RETURNS

Following a challenging 2020 due the pandemic, total returns have accelerated to 5.4% through the first half of 2021 and 7.0% over the trailing twelve months. In 2Q21,
appreciation gains boosted the overall rise in total returns, with quarterly appreciation increasing to 2.7% from 0.8% the previous quarter.
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Total Returns Relative to Inflation

CONSUMER PRICE INDEX

Multifamily total returns remain resilient at 160 basis points above the consumer price index and have consistently outpaced inflation despite a sharp uptick year-to-date. Since
2012, multifamily total returns have averaged a premium of 583 basis points compared in excess of inflation.
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Total Returns by Market

ANNUALIZED TOTALS

Total returns continue to outperform in markets like Phoenix (22.4%), Raleigh (17.6%), Charlotte (15.1%), Orlando (14.7%), and Tampa (14.4%), as the majority of the above-

average total returns are being achieved in the Sunbelt region.
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Dry Powder and Residential Fund Targets

NORTH AMERICA; DOLLARS IN BILLIONS

Dry powder rose to a record high of $234 billion earmarked for investment into commercial real estate. Year-to-date, $74.3 billion has been set aside for investment into residential
properties with 71.1% of capital raised concentrated on value-add and opportunistic strategies.
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Yield Spread

UNITED STATES; 12 MONTH AVERAGE

The spread between the 10-year treasury note and multifamily cap rates reached 327 basis points as of 2Q21, 43 basis points over the long-term average spread of 284 basis
points.
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Cap Rates

UNITED STATES; 12 MONTH AVERAGE

Cap rates continue to compress, falling to 4.72% overall, 4.82% for non-major markets, and 4.51% for major-markets for the trailing twelve months. Yields in non-major markets
have decreased 87 basis points since 2015, due to increasing investor demand for multifamily product in these opportunistic growth markets, compared with major markets where

they have compressed 49 basis points.
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Cap Rates by Market

SELECT MARKETS

While yields have compressed nationally, high growth markets located in tax-friendly states such as Florida and Texas have seen the most dramatic transformation. Cap rates have

compressed 50 basis points in San Antonio, and 40 basis points in Austin and Orlando over the past three years.
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Price Per Unit

UNITED STATES; 12-MONTH AVERAGE

After a 3.3% decline in pricing from 2Q20 to 1Q21, the average price per unit jumped to $207,347, a 1.4% quarter-over-quarter increase nationally. This growth was led by a 3.4%
quarter-over-quarter increase in non-major markets, which were largely unscathed by the pandemic in terms of pricing.

PRICE PER UNIT CHANGE SINCE 2015
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Top Buyers and Sellers

UNITED STATES; 12-MONTH TOTALS

While a few large portfolios are reflected in the top players below, such as Starwood's $1.2B acquisition of 5,291 units from Centennial Holding in June, the majority of multifamily
investment sales activity came from single-asset deals with Blackstone leading as both the top buyer and seller over the trailing twelve month period. While single asset trades
dominated the last 12 months, several large portfolios currently being marketed will likely close in the second half of 2021.
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Rent Growth Distribution

YEAR-OVER-YEAR EFFECTIVE RENTAL GROWTH AS OF 2021

Multifamily rents have recovered to pre-pandemic levels or higher in almost all markets throughout the US. Of the top 150 largest multifamily markets, 109 markets experienced
year-over-year rent growth exceeding 5%, and only 11 markets saw negative or no rent growth, primarily in large, more dense markets that have lagged in recovery. While smaller
markets make up the bulk of the 10% + category, large metros such as Atlanta and Phoenix are exhibiting above-average growth.
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Effective Rent Growth

UNITED STATES

On a guarter-over-quarter basis, effective rent rose by 3.8% in 2Q21 - the highest single quarter growth rate on record. While annualized rent growth was relatively flat, annual
effective rental growth is projected to rise sharply throughout 2022, peaking at 5.9% in 2Q22.
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Rent Growth by Class

UNITED STATES; MONTHLY

Multifamily rent growth recovery has varied widely between asset classes. While Class A and B product were more significantly impacted by the onset of COVID-19 (falling 1.0%
and 1.2% respectively in April 2020}, higher quality assets have recovered rent growth much quicker than Class C product. In June 2021, Class A & B rent growth rose 2.3% and
2.2% respectively in, while Class C rent growth increased just 1.1%.
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Effective Rent Growth by Market

SELECT MARKETS; ANNUALIZED

With the largest markets hit hardest by the pandemic, nearby markets were the primary benefactor of rental growth. For instance, Sacramento saw an influx in migration from the
San Francisco and San Jose MSA's, propelling rental growth to 7.6% during the past 12 months. Lower cost, Sunbelt markets such as Phoenix, Las Vegas, Tampa and Jacksonville

all saw rental growth in excess of 5.0%.
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Supply and Demand

UNITED STATES; UNITS IN THOUSANDS

Through the first half of 2021, demand has significantly outpaced new supply by 93,000 units with 268,000 units absorbed compared to 175,000 new units delivered. Demand is
anticipated to continue to outpace new supply in the second of 2021, as well as for full-year 2022

NEW SUPPLY DEMAND
500 500
400 400

300 300

200 200

100 100

0 0
NSO ONODO - N®O ST ONOOO — A NSO ON®ODO - N®O ST OO~ — A
OO0 0 DD 0 OB = « = = = == = = — &N A OO0 03D D0 OB = «— = = o= o= = = = — &N N
S O OO O3S0 D000 000000000 O S O OO OO OO 0000000000000
N N N N N N N N AN AN N NN NN NN YN YN YN NN N N N N NN N N N AN AN N NN NN NN YN YN NN

Source: Newmark Research, RealPage

© 2021 Newmark. All rights reserved NEWMARK MULTIFAMILY CAPITAL MARKETS REPORT 22



Supply and Demand by Market

12-MONTH TOTALS

Demand outpaced supply considerably in Dallas/Fort-Worth, South Florida, Phoenix, Los Angeles, and Tampa. While demand over the past 12 months has been slower in major
markets, demand has begun to accelerate in New York, Boston, Washington, D.C. and San Francisco, as skyrocketing single-family home prices continue to contribute to renters

staying in multifamily properties.
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Mortgage Debt Outstanding

UNITED STATES

Mortgage debt outstanding for the multifamily rose 8.9% year-over-year to $1.7 trillion. Despite reduced lending from Fannie Mae and Freddie Mac in the first half of the year, GSEs
grew their debt outstanding by 14.5%. Only, REITS increased their debt outstanding more with a 24.5% year-over-year increase.

DEBT OUTSTANDING BY GROUP AS A PERCENTAGE DEBT OUTSTANDING BY GROUP {(DOLLARS IN BILLIONS)
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Monthly GSE Volume

DOLLARS IN BILLIONS

GSE lending decreased by 39.7% year-over-year in 2Q21 as increased competition from life companies, CMBS and banks have returned to the marketplace, in addition to reduced
lending caps as governed by the 2021 FHFA Scorecard.
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Newmark has implemented a proprietary database and our tracking methodology has been revised. With this expansion and refinement in our data, there may be adjustments in historical statistics including availability, asking rents, absorption and effective rents.
Newmark Research Reports are available at ngkf.com/research.

All information contained in this publication is derived from sources that are deemed to be reliable. However, Newmark has not verified any such information, and the same constitutes the statements and representations only of the source thereof and not of Newmark
Any recipient of this publication should independently verify such information and all other information that may be material to any decision the recipient may make in response to this publication and should consult with professionals of the recipient’s choice with regard
to all aspects of that decision, including its legal, financial and tax aspects and implications. Any recipient of this publication may not, without the prior written approval of Newmark, distribute, disseminate, publish, transmit, copy, broadcast, upload, download or in any
other way reproduce this publication or any of the information it contains. This document is intended for informational purposes only, and none of the content is intended to advise or otherwise recommend a specific strategy. It is not to be relied upon in any way to

predict market movement, investment in securities, transactions, investment strategies or any other matter.
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