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COMMERCIAL VACANCIES AT ROCK BOTTOM

SMALL CAP CRE VACANCY TRENDS (%)

Buildings under 50K SF Office ® Industrial = Retail
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DEMAND TAKES A BREATHER

AGGREGATE SMALL CAP CRE LEASING TRENDS

m Net Absorption m Completions » Vacancy Rate (right axis)

120 9%

__ 100
v 80 8%
S 60
£l thdlith,
e (A s R T
L g e ||I|_I_|II‘.|li ki I ‘ ill; d 6%
g -20 II 5%
-40
-60 4%
IREIRIRFIKIIRIRIIIRERE
R R R EEREEEEEEEEEEREE-E
o o Q O o Q O o Q9 O o Q O o Q9 0 o Q O
Lo IO = I o IO o IO o I o Y o B T I o IO o IO o O o B o B I o O o Y o R o B |

Source: Boxwood Means, LLC; CoStar Group, Inc

SmallBalance.com

POWERED BY BOXWOOD MEANS, LLC



SUPPLY IS A NON-FACTOR

AGGREGATE SMALL CAP CONSTRUCTION COMPLETIONS
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COMMERCIAL RENTS TAKE FLIGHT

SMALL CAP RENT GROWTH TRENDS | Annual Percent Change (%)

Office m Retail ® Industrial
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MULTIFAMILY MARKET COMES BACK TO EARTH

SMALL CAP MULTIFAMILY RENT AND VACANCY TRENDS

m Effective Rent Growth % m Vacancy % (right axis)
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MULTIFAMILY RENTS STILL RISING

SMALL CAP MULTIFAMILY ASKING RENT TREND | Pper unit
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INVESTMENT MARKET TRENDS
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LOAN VOLUME: ABOUT AS GOOD AS IT GETS

SMALL BALANCE LOAN ORIGINATION TREND
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FIVE STATES = 50%+ OF MARKET

TOP STATES - 2016 SBL ORIGINATIONS

m California 22%

m New York 10%

m Texas 10% 10% 10%

m Florida 6% 6%

B lllinois 4%

B Pennsylvania 3%

m Washington 3%

m Ohio 3%

®m N. Carolina 3%
Colorado 3%
Georgia 2%

B Balance 31%

Source: Boxwood Means, LLC
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TOP SMALL BALANCE MARKETS
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PRICES DECELERATE FOR LARGE CAPS

PRICE TREND COMPARISON | Large vs.Small Cap CRE

Boxwood SCPlI = Moody's/RCA CPPI-Core Comm.
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MULTIFAMILY PRICES HAVE OUTPERFORMED

SMALL CAP COMMERCIAL AND MULTIFAMILY PRICE TRENDS

% Annual Change SCPI = SMPI
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MULTIFAMILY CAP RATES STABLE THOUGH
SALES SOFTEN

SMALL CAP MULTIFAMILY SALES AND CAP RATE TRENDS

I Sales ($B) w» Cap Rate % (right axis)
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MOST MULTIFAMILY MARKETS ABOVE PEAK

m 12-Month Change (%) » From Pre-Recession Peak (%)
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TAKEAWAY S

» Market fundamentals remain strong; supply and demand
bear watching across all property types

» Industrial and multifamily markets will continue to
outperform this year. Rent growth will slow but remain
above long-term averages; vacancies are likely to remain
flat

» Growth in small cap commercial price increases will likely
stay in the 4% range this year and still bolster the loan
refinance market; multifamily annual returns are likely to
stay in the mid-to-high single digits

» Baring a breakdown in fundamentals, the outlook is
another robust year for lending in the $170-$180 billion
range
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Small Balance Advocate
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Balarce, tom

Thank you.

Come visit us at our ballroom
foyer table and pick up our
latest research report
and/or
info on our suite of small cap

property valuation reports
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