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Rents Spike as Supply
Growth Lags Demand

Highlights

* The Aflanta multifamily market posted strong
gains during the third quarter, setting the stage
for a healthy close to the year. Absorption
has accelerated, driving vacancy lower and
pushing rents higher.

* Vacancy dropped 100 basis points in the
third quarter, dipping to 4.6 percent. Year
over year, the rate has fallen 70 basis points.

* Asking rents in Aflanta spiked by nearly
11 percent, advancing nearly $150 per month
to $1,467 per month. In the past year, rents
have gained 15 percent.

* The investment market continued to gather
momentum in the third quarter. Activity picked
up and prices rose. Year to dafe, the median
price has surged to $156,400 per unit, while
cap rafes have compressed to about 4.4 percent.

Atlanta Multifamily Market Overview

In the third quarter, the Atlanta multifamily
market recorded its strongest performance
since the start of the pandemic. The pace of
rent growth spiked, particularly in some of the
region’s most densely populated submarkets.
Strengthening property fundamentals are the
result of heightened renter demand; more than
10,600 units were absorbed during the first
three quarters of the year, about 25 percent
higher than the market's average full-year total.
Apartment development is picking up to meet the
increased demand, but it will take at least a few
more quarters before supply growth can keep

pace with the surge in renter demand.

Aflanta has remained among the most active
markets in the country for multifamily sales volume,
and with operating fundamentals strengthening,
the pace of fransactions has gained momentum

in recent quarters. After a spike in sales activity

in the second quarter, a greater number of
properties sold in the third quarter. VWhile many
of the properties that are changing hands include
fully stabilized assefs, a handful of newer assefs
still going through lease-up have fraded. One
result of this frend was a significant increase in the
activity involving deals of more than $ 100 million.
The number of sales above this threshold has

more than doubled the levels recorded last year.
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Employment

* Year over year, total employment in Atlanta is up 4.5 percent with
a net gain of approximately 121,000 jobs. Although employment
levels have not fully recovered from the job losses recorded during
the pandemic, jobs are being added back at a rapid pace.

* While the bulk of the job growth in the Atlanta area in recent
quarters has been in white-collar, professional industries,
there has been recent growth in warehousing, fransportation,
and manufacturing. More than 15,000 transportation and
warehousing positions have been added in the past year, while
an additional 6,000 manufacturing jobs have been created.

e Tech giant Cisco recently announced the company will expand
its presence in Georgia by opening a new $41 million,
700-employee office in Midtown Atlanta. Cisco plans to open
the office in the summer of 2022. The new jobs will be a mix of
engineering, customer experience, and finance roles.

* Forecast: Employers are forecast to add 80,000 jobs to the
workforce by the end of the year, a total increase of 2.9 percent.

L& | Projects totaling nearly 7,400 units

are currently under construction.
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EE | Yearoveryear, total employment
in Atlanta is up 4.5 percent.

Employment Overview
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Development and Permitting

* The pace of deliveries accelerated during the third quarter, bringing
the total number of units delivered this year to nearly 5,200.

e Projects totaling nearly 7400 units are currently under construction
throughout the Aflanta metro area, up 23 percent from one year
ago. While new developments will be delivered across several
submarkets in the next 12 to 24 months, Midtown Atlanta is
expected fo receive the most new units. Nearly 1,450 units are
under construction in Midfown.

* Developers have pulled permits for approximately 4,000 muliifamily
units year to date, an increase of 43 percent when compared to
the first three quarters of 2020.

Forecast: Developers are on pace to deliver projects totaling
approximately 5,800 units in 2021, after nearly 7,700 units came
online in 2020. Permitting has picked up recently, suggesting that
the pace of completions will increase in 2022 and 2023.

Northmargq Investment Sales
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Vacancy

A surge in absorption drove vacancy lower during the third quarter.
After remaining fairly stable for nearly a year, vacancy in Atlanta

dropped 100 basis points in the third quarter, reaching 4.6 percent.

Year over year, vacancy has improved by 70 basis points.

Vacancies among Class A properties dropped 80 basis points
fo 5.4 percent during the third quarter. Vacancies among Class B
and Class C properties combined dropped by 30 basis poinfs fo
3.5 percent, a five-year low.

Net absorption accelerated in recent months, reflecting a rise in
renter demand. More than 5,600 units were absorbed during the
third quarter, an increase of 68 percent from the second quarter.
Year over year, net absorption is up 78 percent.

Forecast: The surge in renter demand should continue to push
vacancy rates lower through the rest of the year. The rate is
forecast to end the year at 4.4 percent, a calendar year decline
of 120 basis points.

L& | Asking rents spiked by nearly

Rent Trends
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Vacancy Trends
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o After pushing higher during the second quarter, the pace of rent
growth accelerated in the third quarter. Asking rents spiked by nearly
11 percent during the third quarter, reaching $1,467 per month.

* Rents have frended higher for the past several quarters, particularly
as operafors increase rents during tenant trade-outs. Year over
year, asking rents are up 15 percent. This reflects a significant
upswing; from 2017 through the end of last year, annual rent
growth averaged less than 5 percent.

* Asking rents in Class A units ended the third quarter averaging
$1,677 per month, 14.3 percent higher than one year ago.
In submarkets with large concentrations of Class A properties,
including Buckhead and Midtown, average Class A asking rents
range from $2,100 per month to $2,200 per month.

* Forecast: Asking rents in Atlanta are forecast fo rise nearly 19 percent
in 2021, ending the year at approximately $1,525 per month.

Northmargq Investment Sales
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Mu|ﬁfqmi|y Sales (41 The median price through the third
quarter was $156,400 per unit.

* Transaction acfivity has gained momentum in recent months. The
number of properties sold in the third quarter increased by nearly
10 percent, building on gains recorded earlier in the year. Sales
through the first nine months of this year have nearly doubled the Investment Trends
total activity levels from the corresponding period in 2020.
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* Investment sales volume has rebounded and will outpace levels g $140 7%
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price through the third quarter was $156,400 per unit, up
18 percent from the median price in 2020.

Sources: NorhMerq, Coftor I Price per Unif  emmmm=Cap Rate
 Cap rafes have compressed in 2021, pushed lower by improving

property fundamentals and strengthening investor demand. Year

to date, cap rates have averaged 4.4 percent, and the lowest

cap rates have been recorded in the second half of 2021.
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Looking Ahead

The Atlanta multifamily market is forecast fo record additional improvement
in the next few quarters. Renter demand for units has been particularly
high in recent years, peaking during the third quarter of this year. The
underlying apartment demand drivers of employment gains and
population growth are forecast to remain in place well into 2022,
which should fuel the local rental market. Population growth in the
Atlanta area is forecast to top 60,000 new residents in the next year.
While developers are moving more rental projects into and through the
construction pipeline, the pace of new inventory growth is not expected
to match heightened demand until the second half of next year, setfing
the stage for additional market improvement in the near term.

Employment Forecast
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Construction & Permitting Forecast
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Atlanta is on pace to be one of the top markets in the country for
multifamily transaction volume again this year, and that trend is
likely to persist in 2022 as well. The uncertainty that lingered over
the market last year has lifted, and sales of apartment properties
have surged in recent quarters. Additional activity is likely going
forward, particularly if the recent pace of rent growth is sustained
for a few more quarters. Longer term, the increase in new
development that is scheduled to occur in the next 24 months
should ultimately lead to additional property sales of new

Class A complexes.

Rent Forecast
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Vacancy Forecast
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For more information,
please contact:

Jason Nettles
Managing Director—Investment Sales
678.954.4676

ineftles@northmarg.com

Megan Thompson
Senior Vice President—Investment Sales

678.954.4677

mthompson@northmarg.com

Peter Chacon
Associate Vice President—Investment Sales

678.954.4662
pchacon@northmarg.com

Faron Thompson
Regional Managing Director—Debt & Equity
678.954.4674

fthompson@northmarg.com

Randy Wolfe

SVP, Managing Director—Debt & Equity
678.954.4664

rwolfe@northmarg.com

Trevor Koskovich
President—Investment Sales

602.952.4040

tkoskovich@northmarg.com

Pete O'Neil

Director of Research
602.508.2212
poneil@northmarg.com

NorthMarg Multifamily, LLC

About Northmarg

Northmarq offers real estate investors access to experts in debt,
equity, investment sales and loan servicing. We combine industry-
leading capabilities with an open, flexible structure, allowing our
team of seasoned professionals to do the best work on behalf

of clients and lenders. Our solid foundation and innovative
approach have led to substantial growth, with more than 700
employees, loan servicing volume approaching $70 billion, and

$30+ billion in transaction volume.

BUILT TO THRIVE




