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DISCLAIMER

Neither Chandan Economics, its employees, agents, successors, and/or assigns,
make any warranties, express or implied, including the warranties of merchantability or
fitness for a particular purpose, or assume any legal liability or responsibility for the
accuracy and completeness, or usefulness of any information contained in this report
or represent that use of this information would not infringe other third party rights.
Further, Chandan Economics shall not be liable for any direct, indirect, consequential,
or inconsequential damages to the user, or a third party arising from use of the
information contained herein. In providing this information, Chandan Economics does
not assume any liability as a result of the use or misuse of the information. By your use
of this information, you recognize and agree to hold Chandan Economics harmless
from any liability as of your using this information, materials, products or services.
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PROPERTY INVESTMENT TRENDS
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Source: Chandan Economics; Based on Mortgage-Backed Sale Transactions and Refinancing Activity ECONOMICS



20% ~

18% -

16% A

14% -

12% -

10% A

Vacancy Rate by Property Type

Office

Industrial

Retail

8% -
Apartment
6% -
4% -
2% -
0%
1 |2|3|4 1 |2|3|4 1 |2|3|4 1|2|3|4 1|2|3|4 1 |2|3|4 1 |2|3|4 1 |2|3|4 1 |2|3|4 1 |2|3|4 1 |2|3|4
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Source: Chandan Economics; Based on Mortgage-Backed Transaction Activity; 2015 Q4 is Preliminary Chandan

ECONOMICS



FUNDAMENTALS CONSTRUCTION
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PERTY FUNDAMENTALS TRENDS
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BANK LENDING TRENDS
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BANK LENDING TRENDS

$40 - Quarterly Change in Construction Loans
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Source: Chandan Economics, Federal Deposit Insurance Corporation; Through Q4 2015 ECONOMICS



BANK LENDING TRENDS
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BANK LENDING TRENDS

Implied Debt
Cap Rate Debt Yield Leverage Incor_ne

Ratio
Balance Q1 2015 Q3 2015 Q1 2014 Q3 2015 Q3 2014 Q3 2014
& Q2 2015 & Q4 2015 & Q2 2015 & Q4 2015 & Q4 2015 & Q4 2015
$1-%5 6.2% 6.0% 9.1% 9.0% 67% $11.10
$5-%10 6.0% 6.0% 8.7% 8.7% 69% $11.49
$10-$25 5.7% 5.6% 8.0% 8.0% 70% $12.50
$25- $50 5.3% 5.3% 7.4% 7.4% 72% $13.51
$50 + 4.7% 4.6% 7.1% 7.0% 66% $14.29
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BANK LEGACY DEBT PERFORMANCE
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REGULATORY DESIGN AND REAL OUTCOMES

1. Cyclical trends masking 5. Reduced

impact of new competitiveness of
regulation highly-regulated

2. Controlling for risk, a |nst|ltut|ons.
higher long-term 6. Ambiguous impact on
regulatory burden underwriting quality

7. Greater burden on small-

3. Increase in bank lending and medium-cap

costs and reduced lending

borrowers
volume
¢ The Impact of R lation on Commercial
4- Unantlc'Dated COStS tO the Real Estate Financ:—Rpea;cuI:tor:?Dl;;gz, F(:eal oOutcgl::s
eCOHOmy through hlghel’ Commercial Real Estate Finance Council (CREFQC)
. -t -t December 2015
input costs

Chandan

ECONOMICS



COMPETITITVE LENDING MARKET

Commercial Mortgages Outstanding by Lender Group
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Net Share of Lenders Expecting Easing in Lending Standards
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Net Share of Lenders Expecting Increase in Own-Institution Lending Volume
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When Will Lending Volume
Reach its Cyclical Peak?

As Compared to Mid-2015, How
Have Your Expectations for the
Timing of the Market Peak
Changed?
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Source: Chandan Economics, Real Estate Lenders Association; Winter 2016 Survey ECONOMICS



BANK AND NON-BANK LENDING TRENDS

Apartment Underwriting Ratio
30% 7 Underwritten NOI as a Share of Most Recently Reported NOI
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