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The Economy is Slowing 
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Sharp Drop in Rate of Job Growth
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High Construction Costs a Positive
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Translating into Minimal Development
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National Apartment Market Weakening
Apartment 
Update

-6.0%

-4.0%

-2.0%

0.0%

2.0%

4.0%

6.0%

8.0%

2Q96
4Q96
2Q97
4Q97
2Q98
4Q98
2Q99
4Q99
2Q00
4Q00
2Q01
4Q01
2Q02
4Q02
2Q03
4Q03
2Q04
4Q04
2Q05
4Q05
2Q06
4Q06
2Q07
4Q07

Effective Rent Growth
Vacancy

Source: Axiometrics; Heitman Research

Effective Apartment Rent Growth
U.S.  1996-2007



7

Revenue Growth Has Slowed Quickly
Apartment 
Update
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But Conditions Vary Widely By Market
Apartment 
Update
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Weakness Concentrated in Housing Bust Markets
Apartment 
Update

Effective Apartment Rent Growth
Q4 2006-Q4 2007

Los Angeles 2.8%
Baltimore 2.8%
Memphis 2.8%
Orange County 2.6%
Lake County 2.5%
Lexington 2.5%
Philadelphia 2.5%
Sacramento 2.4% Boston 6.3%
Charlotte 2.4% Denver 6.3%
St Louis 2.3% San Francisco 6.1%
Minneapolis 2.1% Richmond 5.5%
Corpus Christi 2.1% Pakland 5.4%
Kansas City 2.0% Austin 4.9%
New York 1.9% Fort Worth 4.8%
Winston Salem 1.8% Little Rock 4.8%

Tucson -0.2% Jackson 1.6% Salinas 4.6%
Hartford -0.4% Augusta 1.6% Durham 4.5%
Las Vegas -0.6% Atlanta 1.5% Chicago 4.4%
Ventura -0.8% Charleston 1.5% Oklahoma City 4.1%
Lansing -1.4% Camden 1.4% Raleigh 4.0%
Miami -1.6% Indianapolis 1.4% San Diego 3.9%
Jacksonville -2.5% Birmingham 1.4% Edison 3.9%
Fort Lauderdale -2.5% Detroit 1.3% Mobile 3.9%
Phoenix -2.6% Cambridge 1.2% Spartanburg 3.9%
Reno -3.0% Nassau Suffolk 1.2% Louisville 3.7%
Tampa -3.3% Bethesda 1.2% Nashville 3.7%
Orlando -4.1% Warren 1.1% Albuquerque 3.6%
Savannah -4.7% Norfolk 1.1% Wilmington 3.5%
West Palm Beach -4.9% Montgomery, AL 1.0% Greensboro 3.5%
Providence -4.9% Washington DC 0.8% Houston 3.4%
Sarasota -5.5% Cincinnati 0.7% Columbus 3.4% San Jose 8.9%
Palm Bay -7.7% Cleveland 0.6% Colorado Springs 3.4% Seattle 7.4%
Fort Myers -12.2% Columbia 0.5% San Antonio 3.3% Boulder 7.3% Tacoma 14.4%
Naples -14.4% Riverside-SB 0.3% Dallas 3.1% Portland 7.0% Salt Lake 10.8%

Source: Axiometrics Research; Heitman Research

10%+ growthDeclining rents < 3.0% growth 3.0% to 6.9% growth 7.0% to 9.9% growth
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The Way Out Relates to Limited Construction
Apartment 
Update
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In addition to fewer apartments being built: 
350,000 apartments sold for conversion from 2004 to 2006
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Industrial 
Update Industrial Demand Moderating
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Industrial 
Update With a Tilt Toward the Downside
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Industrial 
Update Real Rent Growth Occurring But Rate 

Slowing
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Multiple Healthy Markets
Industrial 
Update
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Industrial 
Update Local Trade Picture Affected by 

Economy
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Industrial 
Update Exports Up With Cheap Dollar
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A Market Just Past Full Bloom
Office 
Update
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Office Demand Likely to Slow
Office 
Update
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Many Strong/Improving Markets 
Office 
Update
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Office 
Update And Some That Are Not
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Suburban Markets Seeing Most Development
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Update
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Downtowns Less Challenged by Supply
Office 
Update

3.5%

3.3%

2.7%

1.3%
1.2%

0.0% 0.0%
0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

3.5%

4.0%

Chicago San Francisco DT Avg. Midtown Manhattan Boston Los Angeles San Diego

Multi-Tenant Office Space Under Construction
Primary Downtown Markets  2007Q4

% of existing stock

Source: Torto Wheaton Research; Heitman Research



Sales Still Increasing But at Lower Rate 
Retail 
Update
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And Store Closings Trending Up
Retail 
Update
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Retail Helped by Disciplined Supply 
Side

Retail 
Update
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Healthy Wage Growth 
Retail 
Update
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And Vacancy at a Structural LowRetail 
Update
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Vacancy Often a PositiveRetail 
Update
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