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Population

1,015,400

Jobs Added
5,800
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Asking Rent and Vacancy

SNAPSHOT

Median HH Income

$47,685

Unemployment Rate

5.4%

TUCSON MULTIFAMILY HIGHLIGHTS

Avg. Asking Rent

5688

Rent Growth

4.72%
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SUBMARKET VACANCY
2016 2015
Oro Valley/Catalina 8.32% 6.25%
Northwest Tucson 6.39% 6.67%
Catalina Foothills 5.09% 5.72%
Northeast Tucson 5.23% 4.99%
East Tucson 5.81% 7.84%
North Central 7.83%  10.31%
Flowing Wells 5.30% 7.25%
Tucson Mountain 7.76% 6.93%
University 7.02% 6.70%
South Central 9.62%  8.21%
Pantano/Lokeside 6.25% 8.97%
South Tucson/Airport~~ 8.87% 8.18%
Southwest Tucson 6.47% 6.95%
Southeast Tucson 1935%  29.72%
Averages 6.87% 7.82%

Source: Apartment Insights
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AVG. RENT INCREASE  AVERAGE RENT
YOY% 2016 2015 2016 2015
20%  1271%  (238%)  $949  $842
(0.28%)  487%  687% 840 S801
(0.63%)  694%  236% 74 Se77
024%  674%  120%  S887  $83
(203%)  409%  0.15% 662 $636
(248%)  230%  1.64% 624 $610
(1.95%)  405%  176%  $591  $568
083%  578%  3.36%  S787  S744
032%  673%  330%  $745  $698
141%  273%  358% 602 $586
(Q72%)  292%  405%  $635  S617
069%  264%  453%  S544  $530
(0.48%)  345%  105%  $630  S609
(1037%) 038%  646%  $528 526
(0.95%) 4.72%  2.98%  $688  $657
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Concessions

2.0%

Vacancy

6.87%

®
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Rent As % Of Income

16.8%

Construction

1,220 Units

*Trend arrows indicate year-over-year change.

2016 Headlines

Year-over-Year vacancy improved by 0.95%, down to 6.87%.
Lowest vacancy of 5.09% in the Catalina Foothills sbmarket.

The average rent per month increased to $688/unit
(50.93/5F), a 4.72% YOY increase.

Net rents are approaching an all-time high, with concessions
dwindling.

Rents in the Oro Valley submarket outperformed the rest of
the market with rents increasing by 12.71%.

1,254 units absorbed in 2016.

In the past 24 months, 93% of buyers have been from
outside the Tucson area.

Tucson-area employment continues to expand.

Several large employers made the decision fo locate fo Tucson
in 2016, including Caterpillar, ADP, World View and more.

Raytheon Company announced they are planning a major local
expansion, hiring an estimated 1,975 workers through 2021.

2017 Forecast

e (ontinued job growth and the lack of new consfruction will
support continued rent increases and solid occupancy rates.

Employers are projected fo create over 8,351 new jobs in
2017, which is a 2.2% year-over-year increase.

There are a number of space related companies that are
looking at coming to Tucson.

Currently, there are five companies in active negotiations fo
come fo Tucson, potentially bringing another 2,500 new jobs.

By year-end 2017, the annualized vacancy rafe is expected fo
fall o 6.2%.

Rents will continue to make strong gains throughout 2017,
with forecasted increases at 4.6%.

Concessions will confinue fo decrease in 2017.

Only 92 units are expected for complefion in 2017.
Acquisition activity should remain high, if slightly lower than
2016.

The recent increase in interest rates will temper activity in the
short term.

The 10-Year Treasury yield will likely remain between 2.25%
and 2.75% throughout 2017.



Market at a Glance (40 units and above)

MARKET AT A GLANCE TOTAL MARKET CLASS A CLASS B CLASS C

Number of Transactions 48 4 22 22 19%
Units Sold 7,389 655 4,993 1,741 Closs A
Average Price/Unit $61,100 $130,404 $61,724 $33,234

Average Price/SF S74.44 $108.75 §76.63 $46.00

Total Transaction Volume $451,467,342 85,415,000 $308,192,000 $57,860,342 Pl
Change in Transaction Volume 9.16% (138.78%) 49.04% 15.08%

Average Rental Rate $688 $1,003 S678 §529

Change in Rental Rate 4.72% 8.67% 3.67% 5.38%

Current Occupancy 93.19% 93.46% 93.46% 92.02%

Change in Occupancy 0.59% -1.14% 0.65% 1.39%

Source: CoStar, Apartment Insights

Pricing Analysis
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2016 Announced Business Attraction & Expansion

COMPANY JOBS M COMPANY JOBS [ COMPANY JOBS

Raytheon Company 1,975 Bayview Asset Management 95 Applegate Insulation Technology 50
Caterpillar 635 Mainstreet 90 Global Equity Finance 40
ADP 450 Samsung Smart Things 80 Dignity Health Urgent Care 35
World View 448 Mathematica 75 Otto Environmental Systems 32
Ascensus 170 GW Plastics 70 Sheffield Lubricants 30
Arcadia Custom 150 Truly Nolen 70 Bombardier Aerospace 27
International Towers 130 Tucson Medical Center 61 Geoworld USA 25

Source: (BRE Multifamily Data Book
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Debt Concerns Over Volatility Remain Lender Activity

0,
 Agency volume has exceeded last year’s record level and is gaining pace. FHFA increased 0% MW Q32015 WQ32016

Fannie’s and Freddie’s 2016 volume caps to $35 billion from $31 billion 50%
 Banks remain quite active despite regulator’s concerns regarding underwriting, especially af
smaller banks
e Life Companies have seen their volumes increase slightly from year-earlier levels, as refinance

; 30%
demand remains strong
(MBS lenders are back in the market actively quoting deals; after a disappointing Q1, H1 20% -
2016 volume was $31 billion, well below the $54.4 billion for H1 2015
e Debt Funds are active providing mezzanine and preferred equity, as well as bridge loans 10% .
e Underwriting appears to have stabilized in recent quarters after a particularly aggressive period 0% - . . ‘ - ‘
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Daniel Wesson is a multifamily specialist who has been selling multifamily Arizona’s #1 Multifamily Brokerage Firm

properties for more than 30 years in Tucson. Throughout his career, he has sold
several billion dollars of investment real estate for private and institutional clients.
He has been involved in all aspects of commercial real estate, including brokerage,
rezoning, development, and as a principal, acquiring over $250MM of multifamily
assets across the United States.
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Disclaimer: Information contained herein, including projections, has been obtained from sources believed fo be reliable. While we do
not doubt ifs accuracy, we have not verified it and make no guarantee, warranty or representation about it. It is your responsibility fo
confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and professionals
and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.




