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Investment Activity Spikes in Larger Transactions
| azsnapshor  Manutacured owsing

Market Fundamentals

Highlights

> The national manufactured housing market improved during the
second quarter. Occupancies rose across the major geographic
regions in the country, particularly in areas where population

growth has been the strongest. Rents rose at a faster pace than e 92.9%
during the first quarter, with annual gains similar to the average - Change from 2Q 2018 (bPS)..........c.coveovvvvvcriene. +100
pace recorded in recent years.
Average ReNntS ... $536
> Occupancy rose 20 basis points during the second quarter, reaching
92.9 percent. The current occupancy rate is 100 basis paints higher - Change from 20 2018w +3.9%
than the rate one year ago. Transaction Activity
> Manufactured housing rents have advanced 3.9 percent in the past . )
year, reaching $536 per month as of the second quarter. Median Sales Price Per Space (YTD) .......cc.ccc.......... $44,800
> The second quarter was a particularly active period in the Average Cap Rates (YTD)......cooovvvvrieeceeceeee, 6.2%
investment market, with sales velocity accelerating, particularly in
larger transactions. The median price through the first half of this Inventory Growth
vear is $44,800 per space, while cap rates have averaged Units Shipped (YTD)....ooovvoieeeeeces 46,800
approximately 6.2 percent.
- Change from 2018 ............cccoeveveeeeeeeieisieee, -8.1%

Manufactured Housing Overview

Operating conditions in the national manufactured housing market
strengthened during the second quarter, with occupancy rates rising and
rents ticking higher. This is a continuation of trends that have been taking
shape for the past several years, and the outlook calls for similar
performance in the coming quarters. The national economy continues to
expand, albeit at a more modest pace than in recent years, and
affordability remains one of the primary challenges in the current housing
and rental markets. These conditions, along with the demographic trend
of a growing number of households consisting of older individuals, will
continue to support demand for manufactured housing.

NORTHMARQ.COM

Investment in manufactured housing properties accelerated significantly
during the second quarter, and transaction activity thus far in 2019 is
nearly identical to levels from the same period in 2018. While the
number of properties that are changing hands has closely tracked
year-earlier figures, the dollar volume of closed transactions has surged.
This is the result of more transactions executing in the higher price
ranges. Sales activity in manufactured housing communities priced
more than $5 million are ahead of last year's pace, with the most
significant increases occurring in sales of properties for more than

$20 million. This trend is expected to continue as manufactured housing
becomes an increasingly popular investment class.
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Employment I U.S. Employment Trends

> After slowing at the start of 2019, the pace of employment
growth at the national level cooled again in the second quarter.
Employers added 456,000 workers in the second quarter, down
from job growth of 521,000 during the first quarter. Net employment
gains in the first half of 2019 lagged additions in the same period

in 2018 by more than 30 percent. 2000000
> During the past 12 months, total employment has expanded oot
1.5 percent with the addition of more than 2.2 million jobs. 1000000
Last year at this time, annual employment growth was nearly o
2.5 million jobs. '

2013 2014 2015 2016 2017 2018 2019*

> Two employment sectors have combined to add more than 1 million e
net new jobs in the past year, representing nearly 45 percent of Sourees Normtfara, Bureau oftator Setrics
all employment growth nationally. The healthcare and social
assistance sector added 530,000 jobs in the past year, while

professional and business services employment grew by
471,000 positions. I Top Employment Growth Sectors

> Growth in the construction sector is mirroring trends in the
economy as a whole. In 2018, construction employment expanded 600,000 350
by more than 4.3 percent, with 307,000 jobs added. During the
past 12 months, growth in the construction sector has slowed to
3 percent, with 218,000 positions created.

3,500,000

3,000,000

2,500,000

Joba Added (Past 12 Months)

500,000 SRS

250%
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2.00%
> Manufacturing employment has also cooled. Annual growth in 00000
the manufacturing sector slowed to 1.2 percent through the o
second quarter, down from 2.1 percent one year earlier. Employers o
have added 159,000 manufacturing jobs in the past year, although 10000 I 050%

only 37,000 positions were added in the first half of 2019.

1.50%

Jobs Added (Past 12 Months)
Annual Change

0.00%
Health Care & Prof. and Bus. Leisure & Construction Trade, Manufacturing
Social Senices Hospitality Transportation &

> The retail sector continued to drag on the national employment Asistance Vit
data. Retail employment expanded modestly in 2018, but during e m——
the first half of this year, the sector has contracted by 0.4 percent
with the loss of 58,000 jobs.

> The top three states for employment growth during the past year I Top States For Employment Growth
combined for more than 860,000 net new jobs, or nearly 40 percent

of the national total. Employment in Texas expanded by nearly
325,000 jobs, a 2.6 percent gain. Growth in California topped 000 S0
310,000 jobs, while Florida added more than 225,000 positions. 300000 200%

250,000 2.50%

> Job growth has been particularly strong in the Southwest and
Mountain states. Arizona, Utah, Nevada, and Colorado have
combined to add more than 200,000 jobs during the past year,
with growth averaging more than 2.5 percent.

200,000 2.00%

Annual Change

150,000 1.50%

Jobs Added (Past 12 Months)

100,000 1.00%

> There are several states in the South region that are adding jobs o, —
at above-average rates. Florida was the third-highest state for job o
grOWth, while Georgia, North Carolina, and South Carolina combined Texas California Florida ~ Washington North Carolina  Georgia Arizona 0

to post gains of nearly 200,000 new jobs in the past year.

Sources: NorthMarq, Bureau of Labor Staftistics

> Growth in many of the Midwest states averaged approximately
1 percent annually, but some of the largest states, including Ghio,
Michigan, and Minnesota have expanded by less than 1 percent
in the last year.
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ool Growts | us. Manutactured Housing Shipments

> Supply growth in the first half of 2019 lagged levels from the
same period in 2018 by 8 percent. Approximately 47,000 units 120,000 0%
shipped in the first half of this year, down from more than 50,000

g 100,000 15%
units in the first half of last year. H
g 80,000 10% 2
> Inthe second quarter, approximately 24,400 manufactured g 50,000 5% §:}
housing units were shipped in the United States, down 4 percent R m &
from the same period in 2018. E
S 20,000 5%
=
> One state has accounted for nearly the entire decline in shipments . 0%
. K . i i 2013 2014 2015 2016 2017 2018 2019*
thus far in 2019. Shipments to Texas in the first half of this year e o s St i G

Sources: NorthMarg, U.S. Census

reached approximately 7,900 units, down 22 percent from Sourees
shipments to the state in the same period in 2018.

> Thus far in 2019, states in the South region make up seven of
the top-10 states in the country for units shipped. Year to date,
Florida has totaled the second-most shipments, followed by I
North Carolina. The only state in the South region to fall outside
of the top-10 states was Arkansas.

12,000

10,000

> Inthe first half of this year, shipments of manufactured housing
units to Florida rose 13 percent from the same period in 2018,
reaching approximately 4,000 units. Shipments to Georgia also
rose 13 percent to more than 2,000 units in the first half. Despite
the rises in these states, shipments to the South region are down
9 percent from the first half of 2018.

8,000
6,000
4,000 I
SN N
> The region of the country that posted the steadiest inventory C em Foiifa NCordina  Michigan  Calforia  Alshama Louisiana
growth from 2018 to 2019 was the Midwest, where shipments o e
were down just 2 percent in the first half of this year. Michigan
recorded the most units shipped in the Midwest, with nearly

2,300 units year to date, up 15 percent from the total in the first
half of last year.

Manufactured Housing Units Shipped

Sources: NorthMarg, U.S.Census

> While shipments of manufactured housing units slowed in most Manufactured Housing Shipments by Region
of the states along the coasts, California posted an increase
during the first half of this year. Approximately 2,200 Midwest = Northeast mPacific ™ South = Southwest = West
manufactured units were shipped to California in the first half, West

3%

Midwest

up 8 percent from the same period in 2018. T

Southwest
23%

Northeast
8%

Pacific
8%

Sources: NorthMarg, U.S.Census South
40%
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Occupancy | ocoupaneyveriew

> After holding steady in the first quarter, the national occupancy

rate improved during the second quarter, rising 20 basis points -

and reaching 92.9 percent.
92%
> Occupancy levels rose 20 basis points in the first half of 2019, )
following a 30-basis-point improvement in the same period in o
2018. Year over year, occupancy is up 100 basis points. o
> Year over year, occupancy in each of the six major geographic o

regions improved. Ex

82%

Occupancy Rate

80%
2010 201 2012 2013 2014 2015 2016 2017 2018 202019

The national occupancy
rate improved during the
second quarter

West

> YTD occupancy
improved 30 bps

Midwest

> QOccupancy of 86.3 percent

> Up 180 bps in past
12 months—Ilargest
occupancy increase

Pacific

> QOccupancy is
98 percent—
highest of
any region

> California driving
the region with
98.1 percent
occupancy

Southwest

> YOY occupancy spiked
140 bps to 94.3 percent

> YTD occupancy improved
30 bps

> Texas leads region with
95.8 percent occupancy
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e | remsowervien

> Rents for manufactured housing continued on a steady upward
climb during the second quarter. Rents reached $536 per month in
the second quarter, 3.9 percent higher than one year ago.

> After ticking up just 0.4 percent in the first quarter, the quarterly 00
pace of rent growth doubled to 0.8 percent in the second quarter. $00
Rents have been rising at a fairly steady rate for the past several

. $300
years. Annual rent growth has averaged 3 percent since 2008.

> Each of the major geographic regions has recorded annual rent 00
growth as of the second quarter. Across the regions, annual rent $100
gains have ranged between 3 percent and 4.5 percent.

> The most rapid rent gains are being recorded in areas where e
population growth and manufactured housing demand has been Sources: NorthMara, JLT Datacomp
growing most significantly.

$600

Rents reached $536 per month and
are up 3.9 percent year over year

« Midwest

> Steady gains

West

> Rents increased
4.5 percent YOY

> Up 3.5 percent in past
year to $413 per month

Pacific
> Very low vacancy

supporting rent
increases

> Rents up
3.8 percent in
the past year to
$790 per month

> Rents up
4.5 percent YOY

J
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Manufactured Housmg Sales I U.S. Manufactured Housing Sales and Cap Rates

> Following a hit of a cooling off to start the year, sales of
manufactured housing communities gained momentum during

the second quarter. Sales velocity rose 31 percent from the first :2222 ;D//
quarter to the second quarter. T o

> Sales activity thus far in 2019 is closely tracking levels from last g e ™ g
year. In the first half of 2019, sales velocity was nearly identical § zz:zzz Ej Z%
to levels during the same period in 2018. The number of g 0000 w 5
communities that sold in second-quarter 2019 was up less than B siom o &
5 percent from the second quarter of last year. $10,000 )

> The median price ticked lower in the second quarter, but current e I | | ”
pricing is still considerably higher than in 2018. The median price Y wn ws ww ws  ws a0 ws vmaw
in sales during the second quarter was approximately $43,700 Sources: NorthMarg, CoStar

per space, 7 percent lower than the median price in the first
quarter. The median price in sales year to date is $44,800 per

space, up nearly 25 percent from the median price in 2018.
> Nationally, cap rates averaged approximately 6 percent during I Manufactured Housing Sales Prices by State
the second quarter, down 40 basis points from the first quarter.
The average cap rate through the first half of this year is $90,000
6.2 percent, down approximately 70 basis points from the $80,000

average in 2018. $70,000

> Transaction activity in Florida spiked during the second quarter. s

Sales of manufactured housing communities in Florida accounted s

for approximately 25 percent of the total number of transactions | s

in the entire country in the second quarter. s

E $20,000

> Sales velocity in California accelerated in the second quarter and S0
prices rose. The median price in transactions in California during s

the second quarter rose to more than $88,000 per space. Orgon - Callformia - Arzons Florde ndiena us

Median Price per Space (YTD)

Sources: NorthMarg, CoStar

> Year to date, the most sales activity in the Midwest has occurred
in Indiana. The median price in transactions in the state is
more than $51,000 per space, with an average cap rate of
approximately 6.2 percent.

> Transaction activity gained momentum in Minnesota in recent The med/.an pfiC@ Z-I'Cked /OW@f /.n
months. The median price in second-quarter sales in Minnesota
was approximately $34,000 per space, while the average cap rate the second quaITBI; but current

was nearly 5 percent.

pricing is still considerably
higher than in 2018
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About NorthMarq

As a capital markets leader, NorthMarq offers commercial real estate
investors access to experts in debt, equity, investment sales, and loan
servicing to protect and add value to their assets. For capital sources,
we offer partnership and financial acumen that support long- and
short-term investment goals. Our culture of integrity and innovation

is evident in our 60-year history, annual transaction volume of

$13 billion, loan servicing portfolio of more than $55 billion and

the multi-year tenure of our more than 500 people.

Copyright © 2019 NorthMarg Multifamily, LLC.

The information contained herein has been obtained from sources
deemed reliable. While every reasonable effort has been made to
ensure its accuracy, we cannot guarantee it. No responsibility is
assumed for any inaccuracies. Readers are encouraged to consult their
professional advisors prior to acting on any of the material contained
in this report.

For more information, contact:

Don Vedeen
VICE PRESIDENT — INVESTMENT SALES

602.952.4043
dvedeen@northmarg.com

Jared Bosch
SENIOR ASSOCIATE — INVESTMENT SALES

602.952.4049
jbosch@northmarg.com

Chris Michl
SENIOR ASSOCIATE — INVESTMENT SALES
602.952.4051

cmichl@northmarg.com

Pete O’'Neil

DIRECTOR OF RESEARCH
602.508.2212
poneil@northmarg.com
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