*

Northmarq

CONSTRUCTION
ACTIVITY

UNDER CONSTRUCTION

UNITS DELIVERED (YTD)

MARKET
FUNDAMENTALS

VACANCY RATE

ASKING RENTS

TRANSACTION
ACTIVITY (YTD)

MEDIAN PRICE PER UNIT $'|27,900

DALLAS-FORT WORTH
MULTIFAMILY
2Q 2024

MARKET INSIGHTS

Absorption
surging leading
into second hal

HIGHLIGHTS

¢ Multifamily operating conditions strengthened in Dallas-Fort Worth during the second
quarter. Absorption was elevated, rents ticked higher, and the investment market
recorded a sharp rise in transactions.

e Fueled by robust absorption, vacancy held steady at 7.4 percent in recent months. Net
absorption totaled more than 12,700 units in the second quarter and has exceeded
19,000 units year to date. Absorption totals are well ahead of the 2023 pace.

e Rents inched higher in the second quarter, and additional gains are anticipated in the
second half. Current rents average $1,517 per month.

e Transaction activity has surged, spiking by more than 50 percent from totals in the first
quarter. In transactions where pricing was available, the median price was $127,900 per
unit, while cap rates averaged between 5 percent and 5.5 percent.

DALLAS-FORT WORTH MULTIFAMILY MARKET OVERVIEW

Supply and demand growth were the primary forces in the Dallas-Fort Worth multifamily
market during the second quarter. Multifamily developers delivered projects totaling nearly
14,000 units, but that total was nearly matched by net absorption. The second quarter
marked the strongest period of net absorption in the market in nearly three years, while the
total number of units that came online was the highest figure in more than a decade. With
supply and demand closely tracking one another, vacancy remained unchanged for the
quarter, and operators posted a minimal rent increase. Further rent gains are likely,
particularly if the recent pace of absorption can be sustained. During the first half of the
year, absorption topped 19,000 units, exceeding the total for all of 2023 and only slightly
lower than the recent peak total recorded in the beginning of 2021. The Dallas-Fort Worth
region is on pace for net absorption of approximately 38,000 units for the full year, or
about 95 percent of the total deliveries scheduled for 2024.

The investment market returned to its familiar trajectory during the second quarter. Investors
were active, with the number of properties that changed hands in the second quarter
spiking by more than 50 percent from levels in the first three months of the year. This trend is
poised to continue, with preliminary totals from the third quarter showing additional sales
volume. The bulk of the transaction activity to this point in the year has involved Class B and
Class C properties, even as dozens of new Class A properties have been delivered in
recent years. Cap rates have remained steady, averaging between 5 percent and 5.5

percent across most transactions.
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EMPLOYMENT

o Total employment in Dallas-Fort Worth continues to expand; year

over year, area employers have added 66,600 workers, an Yeo rover yeOr/ area employe rs
increase of 1.6 percent. The local market has added more than hove Odded éé éOO WO r/<e rs
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425,000 net new jobs during the past 36 months, a total expansion
of 11 percent.

. . . EMPLOYMENT OVERVIEW
o The healthcare and social assistance sector continues to be one of

the leading industries for job additions. During the past year, this 300 == Number of Jobs  —Annual Change 0%
industry has expanded by 3.1 percent, hiring 13,600 new workers.
Growth in this population-serving sector has averaged 2.8 percent g 2 6% E
per year over the past decade as the Dallas-Fort Worth area has % 100 2% ‘é
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companies have been active in relocating from Downtown to ;?:, 200 _6%5
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including Bank of America, Invesco, CBRE, and Deloitte all have -300 -9%
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Sources: Northmarg, Bureau of Labor Stah

o FORECAST: Employment in Dallas-Fort Worth is forecast to rise by
65,000 workers in 2024, an annual increase of 1.5 percent.

DEVELOPMENT & PERMITTING

M UITII[CJmI/y perm Ifflﬂg tota lS were o The pace of multifamily deliveries accelerated in recent months, as

developers completed projects totaling nearly 13,000 units during
do wn 7 percen f the second quarter, up 21 percent from the preceding quarter.
Through the first half of 2024, more than 23,700 units have come
online.
DEVELOPMENT TRENDS

e Since peaking in March of 2023, the construction pipeline has been
contracting as deliveries have outpaced starts for the past several
40,000 quarters. Projects totaling approximately 64,100 units were under

50,000

40,000

construction at the end of the second quarter, down 12 percent from
one year ago.
30,000
o Multifamily permitting totals in the first half of 2024 were down 7
20,000 percent from year-earlier levels. Developers have pulled permits for
approximately 11,200 units year to date.
10,000
o FORECAST: Multifamily completions will likely continue at a rapid

pace through the end of the year, as projects totaling 40,000 units
2021 2022 2023 YTD 2024 Forecast 24 ) ) . .
Sources: Northmr, CoSto, Yardi are forecast to come online in 2024. Historically, developers have

Completions (units)

delivered an average of 26,400 units per year.
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Net absorption totaled more than

19,000 units during the first half.

VACANCY TRENDS
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RENTS

Rents in Dallas-Fort Worth inched higher in recent months, after
declining during the previous two quarters. Area rents rose 0.1
percent during the second quarter to $1,517 per month. Despite the
recent uptick, average rents are down 1.9 percent year over year.

Class A rents closed the second quarter at $1,889 per month, down
nearly $10 per month from levels recorded one year ago, although
rents per square foot have ticked higher. Rents for Class A units

reached $2.13 per square foot per month during the second quarter.

Although most submarkets recorded either mostly flat or slightly
lower rents during the past year, asking rents in the Denton
submarket posted slight gains, advancing by 1 percent year over
year to $1,427 per month. The submarket has recorded significant
inventory growth in recent years, increasing by 27 percent in the

past 5 years.

FORECAST: While rent growth should pick up in recent quarters,
annual gains will likely be modest in 2024. Apartment rents are

forecast to advance roughly 1.2 percent for the full year, reaching
$1,545 per month.

VACANCY

o Despite an accelerating pace of completions, the vacancy rate in
Dallas-Fort Worth held steady during the second quarter. Area
vacancy finished the second quarter at 7.4 percent, matching the first
quarter figure. During the past 12 months, vacancy has ticked up by
80 basis points.

Renter demand has been elevated to this point in 2024, offsetting
much of the recent supply growth. Net absorption totaled more than
19,000 units during the first half, more than tripling the total from the
same period of last year. Absorption levels are strongest in the Frisco
and Allen/McKinney submarkets, with each of these areas recording

net move-ins of roughly 2,700 units during the first half.

Vacancy remains tighter in Dallas-Plano-Irving portion of the market
than it does in Fort Worth. The vacancy rate in Dallas-Plano-Irving
finished the second quarter at 7.3 percent while Fort Worth-Arlington
is currently posting vacancy rates of 7.8 percent.

FORECAST: The vacancy rate is on pace to close 2024 at 7.8
percent, up 70 basis points for the full year. The market’s long-term
average vacancy generally is between 5 percent and 6 percent, and
the rate should return closer to these levels in the coming years as the
pace of completions slows and renter demand remains elevated.

Rents for Class A units reached
$2.13 per square foot per month.

RENTS TRENDS
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MULTIFAMILY SALES

e Sales velocity in the Dallas-Fort-Worth multifamily market
accelerated in recent months after a slow start to the year.
Transaction volume during the second quarter was up more than
50 percent from levels recorded in the first quarter of 2024.
Additionally, total sales in the second quarter closely tracked levels

recorded in the same period of last year.

o Despite sales activity picking up in recent months, transaction
volume through the first half of 2024 is down approximately 20

percent from levels posted in the first six months of last year.

¢ In transactions where pricing was available, the median price to
this point in the year is $127,900 per unit. The sales mix has been
mostly the same from 2023 to 2024, as Class B assets have
accounted for roughly half of all sales thus far in 2024.

e Pricing for Class C assets has trended higher to this point in the
year, as investors acquire properties that are priced below
replacement cost and that benefit from continued renter demand.
The maijority of Class C assets that have traded in 2024 have sold
for more than $100,000 per unit. Last year, the median price for
Class C properties was $98,500 per unit.

o Cap rates have mostly held steady in 2024, averaging between 5
percent and 5.5 percent across many transactions.

LOOKING AHEAD

The outlook for the Dallas-Fort Worth multifamily market is generally
favorable, despite some softer conditions in the near term. The only
significant threat to the market outlook is on the supply side.
Developers are active, and deliveries should continue at an elevated
pace through the remainder of 2025. Still, no market in the country is
better positioned to absorb new apartment units as Dallas-Fort
Worth. Since the beginning of 2019, net absorption in the market has
exceeded 120,000 units. Through the first half of this year, absorption
is only 5 percent behind the record-setting demand pace recorded in
2021, although the second half of this year is not expected to
duplicate the levels posted a few years ago. Still demand should be
strong enough to limit any additional vacancy increases and allow
for modest rent growth through the remainder of 2024. Conditions
should improve at a faster pace in 2025, particularly if easing
monetary policy measures kick in and have a stimulative effect on the
region’s large financial sector.

Cap rates averaged roughly 6
percent during the second quarter.

INVESTMENT TRENDS
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Dallas-Fort Worth Is routinely a leading market for total multifamily
investment transactions, and that should be the case once again in
the second half of this year. The surge in sales velocity during the
second quarter is a signal that sentiment has stabilized and investors
should remain active through the remainder of the year. Cap rates
have remained in a tight range for the past three quarters, and buyers
and sellers have closed the expectations gap. Anticipated declines in
interest rates should spur some additional transaction activity in the
coming quarters and could eventually lead to modest cap rate
compression as borrowing costs decline. Investors will closely track
lease-up of new properties and the rents that are achieved during
both new leases and trade-outs. Assuming rents edge higher, investor
sentiment should strengthen.
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EMPLOYMENT FORECAST VACANCY FORECAST
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CONSTRUCTION & PERMITTING FORECAST RENTS FORECAST
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FOR MORE INFORMATION, PLEASE CONTACT

TAYLOR SNODDY

Regional Managing Director—Investment Sales
972.455.4928

tsnoddy@northmarg.com

ERIC STOCKLEY

Senior Vice President—Investment Sales
972.455.4915
estockley@northmarg.com

CHARLES HUBBARD

Vice President—Investment Sales
617.728.9534
chubbard@northmarg.com

CAMPBELL BROOKS
Associate—Investment Sales
972.637.2171

cbrooks@northmarg.com

LAUREN BRESKY

Managing Director—Debt & Equity
972.455.4912
Ibresky@northmarg.com

JOEL HEIKENFELD
Managing Director—Debt & Equity
972.455.1943

jheikenfeld@northmarg.com

JEFFREY ERXLEBEN
President—Debt & Equity
972.455.1934

jerxleben@northmarg.com

PETE O'NEIL, Director of Research | 602.508.2212 | poneil@northmarg.com

ABOUT NORTHMARQ

Northmarq is a full-service capital markets resource for commercial real estate investors, offering seamless collaboration with

top experts in debt, equity, investment sales, loan servicing, and fund management. The company combines industry-leading
capabilities with a flexible structure, enabling its national team of experienced professionals to create innovative solutions for clients.
Northmarq’s solid foundation and entrepreneurial approach have built an annual transaction volume of more than $39 billion and
a loan servicing portfolio of more than $76 billion. Through the 2022 acquisition of Stan Johnson Company, Northmarq established

itself as a provider of opportunities across all major asset classes. For more information, visit Northmarg.com.

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. ©2024. All rights reserved.
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