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Economy

+ Employment losses have accelerated. In the first six months of 2009, nearly
65,000 jobs were shed, compared with 16,600 new hires in the correspond-
ing period last year.

+ In the 12 months ending in the second quarter, 46,700 professional and
business services positions were trimmed from payrolls, following the
elimination of 500 such jobs in the preceding year. Companies involved
in the trade, transportation and utilities sector also are cutting back, as an
estimated 34,000 workers were let go in this industry during the 12-month
span ending in the second quarter, up from the loss of 7,800 jobs the year
before.

+ Staff levels in the education and health services sector have expanded by 8,200
positions in the past year, a trend that is likely to persist through the remain-
der of 2009, albeit at a slower pace, due to the metro’s growing population.

+ Outlook: Approximately 90,000 jobs are forecast to be cut this year, a de-
cline of 3.8 percent. In 2008, 92,500 positions were eliminated.

HoUSING AND DEMOGRAPHICS

+ Permits for 7,000 units of single-family housing and 2,200 units of multi-
family housing were projected to be issued over the year ending in the sec-
ond quarter, decreases of 46 percent and 73 percent, respectively, from the
preceding 12-month period. Housing supply continues to outpace demand,
as just 2,900 households were created in the metro during the same span.

¢ The median price of a single-family home in Atlanta was estimated at
$115,000 in the second quarter, a year-over-year decline of 26 percent. Sales
velocity of single-family homes dropped 14 percent in that time.

+ Currently, the metro’s median household income of $58,000 per year is 53
percent greater than the income needed to meet the monthly mortgage ob-
ligations on a median-priced residence.

+ Outlook: While for-sale housing remains affordable in Atlanta, conserva-
tive mortgage financing and lingering uncertainty regarding the stability of
the economy are keeping more people in the renter pool.

CONSTRUCTION

+ Apartment inventory has increased 1.2 percent, or by 4,100 units, year
over year. In the preceding 12 months, rental stock grew by 4,300 units, or
1.3 percent.

+ Approximately 17,000 rental units are planned in the metro. The Midtown
submarket is the most targeted area, with 4,600 units proposed. The Roswell/
Alpharetta and Sandy Springs/Dunwoody submarkets, meanwhile, each
contain about 1,500 planned units.

+ By year end, the Midtown and South Fulton County submarkets are ex-
pected to receive approximately 1,000 new units apiece. Developers are fo-
cusing on close-in areas near downtown Atlanta and employment hubs.

+ Outlook: Developers are responding to waning renter demand and greater

competition from shadow stock by decreasing completions to 3,600 units in
2009, after 5,100 units were added last year.

Marcus & Millichap ¢ Apartment Research Report






Marcus g Millichap

NATIONAL MULTI HOUSING GROUP

For more information contact:

Travis R. Prince

Associate

Tel: (813) 387-4800

Fax: (813) 387-4710
travis.prince@marcusmillichap.com

Marcus g Millichap

SPECIAL ASSETS SERVICES

CAriTAL MARKETS
By WILLIAM E. HUGHES, SeNIOR VICE PRESIDENT, MARCUS & MILLICHAP CAPITAL CORPORATION

*

During the first quarter, multi-family mortgage originations were 61 per-
cent below year-earlier levels and 79 percent lower than the late-2006 peak.
Though considerable, the reduction in apartment originations remains less
significant than declines among other core commercial property types, due
largely to the availability of financing through Fannie Mae and Freddie Mac.

Portfolio lenders are issuing apartment financing at all-in rates of 6.0 percent
to 6.3 percent for three-year loans and up to 6.8 percent to 7.5 percent for a 10-
year term. Loan-to-value requirements range from 55 percent to 75 percent.

Agency lenders are offering five-year loans at all-in rates of 4.8 percent to
5.0 percent with 10-year mortgages available at rates averaging 5.35 percent
and 5.7 percent, respectively. Maximum leverage among agency lenders
ranges from 55 percent to 75 percent.

Freddie Mac recently completed a $1 billion securitization of multi-family debt,
the first issuance to hit the market since last June. The securities, dubbed
“K Certificates,” vary from traditional CMBS in that buyers are provided a
guarantee by Freddie Mac. In addition to the potential for another similar
offering, government programs designed to increase credit flows into com-
mercial real estate could be operational by late summer/early fall.

SUBMARKET OVERVIEW
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The Midtown submarket is scheduled to receive approximately 1,000 units
this year, a 7.8 percent addition to stock. As a result, vacancy in the area is
expected to rise 280 basis points to 13 percent by year end, pushing conces-
sions from 9.5 percent of asking rents to 10.0 percent of asking rents.

Class A properties in the Decatur/ Avondale submarket are operating at an
average vacancy rate in the mid-5 percent range, while Class B/ C assets are
recording vacancy above 14 percent. Investors with long-term holding pe-
riods may realize upside potential through the repositioning of lower-tier
properties in this area.

Robust office and retail completions continue within the Buckhead submar-
ket. Over the next 18 months, approximately 1 million square feet of office
space and 600,000 square feet of retail space will be delivered in the area,
driving demand for apartments.

SUBMARKET VACANCY RANKING

Vacancy  Y-O-YBasis  Effective  Y-O-Y

Rank  Submarket Rate  PointChange  Rents % Change
1 Roswell/Alpharetta 8.4% 110 $817 -4.8%
2 Smyrna 9.0% 170 $713 -5.6%
3  South Gwinnett 9.7% 210 $696 -2.9%
4 North Gwinnett 10.1% 90 $736 -3.0%
5 Midtown 10.2% 130 $924 -8.2%
6 1-20 West 10.3% 190 $667 -1.0%
Price: $150 7 North DeKalb 10.4% 210 $814 -2.9%
8 Decatur/Avondale 10.8% 250 $715 -4.2%
0 0
© Marcus & Millichap 2009 9  Clayton/Henry 10.8% 240 $672 -1.0%
www.MarcusMillichap.com 10  Marietta 11.3% 280 $729 -3.2%
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