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So far in 2010: upside surprises
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1Q10 demand more than doubled the forecast

150,000 - Net Absorption in 1st Quarter of Each Year
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Occupancy decline began at the top — recovery too
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Apartment demand # jobs...thankfully
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Young adults are (finally) beginning to find work
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Rental demand also gains by flight from ownership
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Apartment Demand Patterns

Absorption Rate*: Leaders Absorption Rate*: Laggards

12 Months ending 1Q) 2010 12 Months ending 1Q 2010
1. Raleigh 4.6% 33. Fort Lauderdale 0.6%
2. Austin 4.4% 34. Las Vegas 0.5%
3. Orlando 3.9% 35. St. Louis 0.5%
4.  Denver 2.8% 36. Chicago 0.5%
5. Riverside 2.7% 37. Detroit 0.0%
6. Nashville 2.5% 38. Columbus —0.4%
7. Charlotte 2.5% 39. Houston —0.4%
8. Jacksonville 2.3% 40. Cincinnatt —0.7%
9. Sacramento 2.2% 41. Kansas City —0.7%
10. San Antonio 2.1% 42. Minneapolis —0.9%

* _ 0 1 1 . .
year-year % change in occupied apartments Source: Witten Advisors
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Outlook for Apartment Demand Drivers
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June adds 100k jobs ex -225k Census temps
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Jobs Forecast: 2010 upgraded; 2011 solid
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Job Growth Highlights
Employment Growth Employment Growth Rate
12 Months ending May 2010 12 Months ending May 2010
1. Washington DC  +13.2k 1. Austin +0.5%
2. Dallas +5.6k 2. Washington DC +0.4%
3. Austin +4.0k 3. Dallas +0.3%
4. Baltimore —0.9k 4. Baltimore —0.1%
5. Fort Worth —2.2k 5. Boston —0.1%
6. Fort Worth —0.3%
78, Detroit —24K | 17 Chatlotte 0.4%
39. Atlanta —36.0k 8. Raleigh _0.5%
40. Chicago —61.5k 0 Norfolk 0.6%
41. New York 6.2k 10. Indianapolis —0.6%
42. 1os Angeles —69.0k US. -0.4%
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Housing oversupply edges lower
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Tax credit lifts home prices for now;
higher rates to boost payments...?
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Outlook for Apartment Development
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Multifamily construction depressed, but stable
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MF development edging closer toward recovery
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Replacement cost down 15%+ from the peak

15% -
= It
g —
m —
g= 10% - =
2: _
i
s 2 _ M - ]
) . AR
2 E 5%- T
)

g £

‘£

g 2
S 2 00/0 LILILLLLEL L] LI} LI LB

— A n = r~ o0 N S o N (a2} < un \O r~

< o = (=2 = = S S o S S S S S
S © O O o o o ¢ o o o O O O

. = — — — — — = — — — — — — A

§ 5%
~EE g

-10% -
Sources: Construction cost inflation from Producer Price Index,
Bureau of Labor Statistics; land value changes from Fed study
Market insights for apartment owners, MLB Conference Call Copyright 2010, Witten Advisors LLC
developers, investors and lenders July 13, 2010 Dallas, Texas

18



_— Witten
NA:-

Market-Smart Investment Decisions

NAHB Multifamily
Cap rates off 50 bps in 4Q09 and again in 1Q10
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MF rental starts bottom in 2010, rebound modestly
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Multifamily Rental Construction Leaders
Multifamily Rental Starts MF Rental Completions Rate
12 Months ending 1Q) 2010 12 Months ending 4Q) 2011
1. Houston 3.1k 1. Salt Lake City 1.5%
2. Dallas 3.0k 2. Tampa 1.2%
3. Washington DC 2.3k 3. Indianapolis 1.1%
4. Tampa 2.0k 4. Nashville 1.0%
5. Los Angeles 2.0k 5. Nortolk 0.9%
6. Charlotte 1.8k 6. Kansas City 0.9%
7. Nortolk 1.8k 7. Austin 0.8%
8. Salt Lake City 1.0k 8. St. Louis 0.8%
9. Indianapolis 1.5k 9. Baltimore 0.8%
10. Baltimore 1.5k 10. Raleigh 0.8%
Source: Witten Advisors
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U.S. Apartment Market
Performance Outlook
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Demand surge continues in 2011, while stock shrinks

400,000 :
Absorption New Completions
300,000 /
)]
= 200,000 -
g
S
=
N 100,000 ‘
&0
=
=
g 0
- O I~ ®©

2] xR SN &
R 0 1 1
£ -100,000 §—=—=
= Hm —

-200,000

Net Completions
-300,000
Source: Witten Advisors
Market insights for apartment owners, MILB Conference Call Copyright 2010, Witten Advisors LLC
developers, investors and lenders July 13, 2010 Dallas, Texas

23



— Witten PaeAs kLol
NAH B Market-Smart Investment Decisions

NAHB Multifamily

Market recovery begins in 2010; 2011 above trend
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The Landscape From Here
* 2010: Good news begins

* Job gains return (+1.4m); house payments climb 5%
* Effective rents up, but NOI -3'2% as rents still roll down

e 2011: First year of strong recovery
* Employment gains 3.2m; P&I +7%
* Negative net completions

* Rents up 5%
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Question
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