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MACROECONOMIC OUTLOOK
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U.S. Economic Growth is OK
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Job Growth and Wage Growth

Job formation good, but more volatile U.S. Wage Pressure Increasing
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Earnings Are Being Artificially Held Down

The Good News on Wage Growth
The San Francisco Fed Aug 14, 2017

The overall exchange of new workers for new retirees is holding
earnings down by a little under 2 percentage points. Median
weekly earnings actually rose in 20 to +4.2% y/v, according to the
U.S. Department of Labor. That’s the fastest pace since 2007.
Adjust for baby boomers and that would rise to +5.2%.

10 U.S. MEDIAN WEEKLY EARNINGS
YIY % 2017:20Q: 4.2%
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Source: Evercore; The San Francisco Fed
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Quarterly Job Growth
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Inflation Rising, But Unlikely to Break Out >2.5%
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*Growth numbers are YOY 6 month moving averages. CPI Less Health Care, Education and Rent is an estimate using the BLS document “Math calculations to better utilize
CPI data”

Source: Moody’s Analytics; Bureau of Labor Statistics (BLS)
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U.S. and International Financial Market
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It’s Not All Sunshine and Roses...

. Raising long-term GDP growth from 2% to 3% drives just about everything
US government debt, equity markets, corporate debt, etc.
That’s what matters

B CBO W Adjusted How do we get there?
3 Levers to Pull
200%
1.Population Growth =+0.8%
150
2.Labor Force Participation Rate = +1.4%
100 ( if rate grows from 62.9% to 64%)
50 3.Productivity Growth =+1.3%
0 Real GDP Growth =>3.0%

1940 '60 ‘80 2000 20 40

Source: Congressional Budget Office; Wall Street Journal V YARD’




Getting U.S. GDP to Grow Means Swimming Upstream

Where will U.S. GDP growth come from?

Labor Force Participation Rate Labor Productivity Annual Change
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GDP Has Been Slow to Recover, Feels Like the 1930’s

Currently in a Slow-Recovery Period
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GDP Falls Short of Trend line
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Tech Employment Up, But Growth is Slowing

Employment up since bottoming in late 2009, but job growth is slowing

Technology Sector Employment Technology Sector Employment
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*Technology jobs are defined as Bureau of Labor Statistics (BLS
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Source: John Burns Real Estate Consulting, LLC; Bureau of Labor Statistics (BLS) (Data: Dec-16, Pub: Feb-17) V YARD’
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Former Engines of Expansion Rebalancing but Sustaining

YoY Employment Growth
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ECONOMY’S IMPACT ON
REAL ESTATE PRICES AND RENTS
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GDP and Employment: Precursors to Multifamily Prices
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Lower Asset Classes Most Affected by Economic Factors
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Rents Steadily Increasing Despite Economic Fluctuations
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WHY HAVE RENTS REMAINED STEADY DESPITE

UNFAVORABLE ECONOMIC CONDITIONS?




Renter Population is Growing

Demographics are in multifamily’s favor over the long-
term, especially in the younger aged cohort...

U.S. Renter Population: Age 20-34 Cohort
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Millennial Tailwinds

g EACT:

The average age of first-time
mothers has steadily increased

Since 1970, the average age of mothers giving birth to their first child
has increased from 21 to 25. For all births, the average age of the
mother has increased by about three years over this same period.

AVERAGE AGE OF MOTHER
2 21.5
27 Average age,

all mothers

26

2 24.6

25.2

2
Average age

23 at first child

2214
21

20
1970 1975 1980 1985 1990 1995 2000 2005 2009

Source: National Center for Health Statistics, National Vital Statistics Reports, 2011.

familyfacts‘org

Head of the Class
.. . Average debt per borrower in each year's graduating class

The Decline in Marriage Among the i
Young :

% marriedatage 18 to 32, by generation $35,000

$30,000

Millennial (2013 - 28 $25.000

Gen X (1997 $20,000

Boomer (1980) $15,000

$5,000

Source: Data from 1980, 1997 and 2013 are from the March
Current PopulationSurvey; 1960 data are from the 1960 Census $0

PEW RESEARCH CENTER

1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015

Source; Mark Kantrowitz | WSJ.com

CAGR Comparison
Student Debt Med HH Income*
5.8% 0.1%

*College Educated
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Future Rental Demand Looks Strong
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Total Housing Supply Still Lags Demand Since Recession
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FUTURE OUTLOOK
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Expect a Bumpy 18-24 months

4.0% ; ; .
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Employment Growth is Expected to Slow Over the
Next Two Years
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Room for New Supply: Long-Term Job Formation vs
Renter Households
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Watch for These 5 Signs that Presage a Recession

1. Average Hourly Earnings Growth goes from 2.5% to 4.0%

2. Cyclical Sector Share of GDP moves from 24% to 28% of GDP
3. GDP Deflator moves from <2.0% to 2.5%

4. Operating Capacity Utilization Rate moves from 76% to 80%

5. Yield Curve Inverts (10 Yr treasury rate less Fed Funds Rate) from +90bp
to >-50bp

Source: Yardi®Matrix; Evercore ISI V YARD’




Until the Yield Curve Inverts, No Need to Worry
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Disclaimer

ALTHOUGH EVERY EFFORT IS MADE TO ENSURE THE ACCURACY, TIMELINESS
AND COMPLETENESS OF THE INFORMATION PROVIDED IN THIS
PUBLICATION, THE INFORMATION IS PROVIDED “AS IS” AND YARDI MATRIX
DOES NOT GUARANTEE, WARRANT, REPRESENT OR UNDERTAKE THAT THE
INFORMATION PROVIDED IS CORRECT, ACCURATE, CURRENT OR COMPLETE.
YARDI MATRIX IS NOT LIABLE FOR ANY LOSS, CLAIM, OR DEMAND ARISING

DIRECTLY OR INDIRECTLY FROM ANY USE OR RELIANCE UPON THE
INFORMATION CONTAINED HEREIN.
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Contact Information

Jeff Adler, Vice President & General Manager of Yardi Matrix
e Jeff.Adler@Yardi.com, 1-800-866-1124 x2403
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