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Key Findings

- Robust population growth and a relatively low level of nhew development make
San Antonio the top target for multifamily investment.

- Orlando stands out as the nation’s leading WFH importer, boasting a high share of
new remote workers, many of them recent arrivals.

- Las Vegas, previously the third-ranked market, remains near the top of the matrix

largely due to its success in attracting remote workers.
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In an otherwise uneven economic environment, multifamily real estate and other
investment classes adept at absorbing inflationary pressures have outperformed the rest.
Within the surging multifamily sector, certain markets shined brightly this year. The 2022
Arbor Realty Trust-Chandan Economics Large Multifamily Opportunity Matrix highlights
the top 50 U.S. metros for investment.

Methodology

This report presents an analytical framework to develop a cross-market comparison

for large multifamily investments. For the purposes of this analysis, “large multifamily”

is considered to be assets containing 50 or more units with a valuation exceeding $20
million (note: $15 million original balance was used as a cutoff for large multifamily loans).

The top 50 U.S. metros' are ranked using the Arbor-Chandan Large Multifamily
Opportunity Matrix based on a composite of performance metrics. The Opportunity Matrix
pays specific attention to how well metro-level economies have maintained strength over
the past year and how markets have been positioned to benefit from continued labor and
housing market shifts in 2023 and beyond. Overall, the matrix finds three western markets
best suited to build on their strengths in the year ahead: San Antonio, Kansas City, and

Las Vegas.

'The top 50 metros are based on population estimates. All metros are reported at the Metropolitan Statical Area (MSA) level.
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The Opportunity Matrix

The 2022 Arbor-Chandan Large Multifamily Opportunity Matrix (Table 1)
measures eight key categories:

1. Large Multifamily Lending: measured as a proxy for debt financing availability,
overall liquidity, and a market'’s ability to support additional multifamily investment.
Multifamily loans (both acquiisitions and refinancings) with original balances above
$15 million are included for analysis.

2. Labor Market: topline profile of key labor market performance indicators, including
market size and growth, unemployment rate, change in the unemployment rate
over the past year, and wage growth.

3. Population Growth: growth over the past year, included as a proxy for the relative
increase in housing demand.

4. Renter Demographics: spending power and age profile of existing renters (higher
household incomes and younger householders assumed as conducive for higher
levels of multifamily demand).

5. Renter Migration: measures the market’s ability to retain existing renters and
attract renters from elsewhere, as well as market-level affordability.

6. Supply/Demand Equilibrium: compares aggregate population increases to the
volume of new multifamily permitting activity as a proxy for market tightness and
ability to absorb new, large-scale multifamily supply.

7. Work From Home (WFH) Importers: proxy measures of which markets are
attracting WFH workers from elsewhere.

8. Mean Reversion: a control that accounts for 2021's rapid increase in residential
asset values and the possibility of a price correction.
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Categories 7 and 8 were added this year to reflect today’s unique circumstances. The
Opportunity Matrix includes factors a multifamily investor might consider in their market
selection process. All eight categories have received equal weighting. In categories with

more than one variable, each variable was weighted equally.

Table 1

Arbor-Chandan 2022 Opportunity Matrix

Source: Arbor Realty Trust and Chandan Economics Analysis of Sources Noted Below

Composite Categories Variables Source Weight
Large Multifamily Lending Volume
Large Multifamily Investment Chandan Economics, Measured Q3 2021 - Q2 2022 6.25%
Large Multifamily Lending Volume per Capita
Employment Level
Employment Level (1-Year Change)
Labor Market Unemployment Rate U.S. Bureau of Labor Statistics; Through June 2022 2.50%
Unemployment Rate (1-Year Change)
Wage Growth (1-Year Change)
Population 1-Year Population Growth Rate U.S. Census Bureau; Through 2021 12.50%
Household Rentership Rate
U35 Household Rentership Rate U.S., Census Bureau; 2021 Annual Social and
Demographics Percent Share of Renters U35 Economic Supplement of the Current Population 2.50%
Renter Household Income Survey; IPUMS
U35 Renter Household Income
Percent Share of Apartment Searchers from Within
Metro Staying Apartment List Q1 2022 Migration Report
Percent Share of Searchers within a Metro Originating
Renter Migration 3.13%
from Elsewhere
Cost of Living: Housing U.S. Bureau of Economic Analysis; Regional Price
Parities by Metro Area; Measured Through 2021
Cost of Living: Prices of Goods
. 2021 Change in Population Minus Sum of Multifamily U.S. Census Bureau; Through 2021 & U.S. Census
Supply/Demand Equilibrium o . 12.50%
Permits in Year ending June 2022 Bureau; Through June 2022
WFH Importers WFH Recent Movers as a % of All Workers U.S. Census Bureau; 2020 American Community Survey; 6.25%
N (]
(Special Category) Recent Mover % of WFH Workforce IPUMS
Mean Reversion . . U.S. Federal Housing Finance Agency; Through
All-Transactions House Price Index 12.50%

(Special Category)

Q12022
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Top Ranked Markets

San Antonio is 2022's top-ranked market, thanks to a well-

rounded set of fundamentals, including one of the highest For a full breakout
population growth rates in the country (Chart 1). Across the of the 2022

21 datapoint inputs in the matrix, San Antonio scored better and 2021 MSA
than the median metro in 15. Further, when comparing composite scores
San Antonio’s population in-flows to the amount of new and rankings,
multifamily supply that is coming on board, it has one of the see Table 3in
nation’s largest supply gaps, which should benefit multifamily the Appendix
investment outcomes. With the largest state-level economy at the back of

in the country, Texas has made recent concerted efforts to the report.

increase inter-city mobility. While not as ambitious as the

Table 2
Arbor-Chandan 2022 Opportunity Matrix: Top 10 Markets

Composite Score, Max = 50
Source: Arbor Realty Trust; Chandan Economics

Metro Composite Score 2022 Ranking 2021 Ranking Change
San Antonio 31.32 1 n 10
Kansas City 30.86 2 29 27
Las Vegas 30.79 3 1 -2
Phoenix 30.63 4 7 3
Houston 30.49 5 9 4
San Diego 30.00 6 32 26
Dallas 29.95 7 2 -5
Raleigh 29.95 8 13 5
Nashville 29.81 9 15 6
Charlotte 28.02 10 20 10
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planned high-speed rail between Dallas
and Houston, San Antonio and Austin are
adding new public bus routes between
the two cities — doubling down on their
geographic proximity.

After appearing as a middle-of-the-pack
metro in 2021 (ranked 29 out of 50), Kansas
City claimed the No. 2 spot in the 2022
rankings. Relative to its population, Kansas
City had the 4th-most large multifamily
lending volume of all top 50 metros in the
year ending in the second quarter of 2022.
Kansas City also performed favorably in key
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measures of renter attractiveness. It had
the 10th most affordable cost of housing
and the 10th highest share of apartment
searchers looking to stay within the metro.
In other words, Kansas City has a strong
pitch for alluring new rental demand and
succeeds at retaining renters to stay once
they get there. Missouri’s largest city is

also proving to be a laboratory for modern
urbanism. In 2020, Kansas City became the
first major metropolitan metro to launch

a zero-fare mass transit pilot program.
According to REBusinessOnline, there is
currently “no end in sight” for Kansas City’'s
expanding multifamily housing needs.



https://ridekc.org/fares
https://rebusinessonline.com/no-end-is-in-sight-for-kansas-citys-multifamily-development-needs/
https://www.texascentral.com/
https://www.masstransitmag.com/bus/news/21279575/tx-how-the-proposed-bus-from-austin-to-san-antonio-stacks-up-to-other-major-cities

Large Multifamily Lending

Large multifamily investment across U.S.
markets has been anything but uniform.
Here, we analyze a pool of loans across the
top 50 metros with originations between
July 2021 and June 2022 and original
balances above $15 million. Lending
volumes include loans originated for both
investment sales and refinancings. These

CHART 2

data are leveraged as a proxy to determine
which markets have the most liquidity to
support large multifamily investments.
Leading the way were Dallas, New York,
and Los Angeles, which accounted for 7.1%,
6.9%, and 6.8% of the observed sample,
respectively (Chart 2).

Large Multifamily Lending: Percent Share of Volume
Percent Reported as a Share of Top 50 MSA Sample
Measured Q3 2021 to Q2 2022

Source: Chandan Economics Analysis of a Limited Pool of Loans
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Supply/Demand Equilibrium

In this category, we compared metro
markets’ 2021 population inflows to the
volume of multifamily permitting activity
over the 12 months ending June 2022. This
framework is intended to proxy market
tightness and demand for new supply.
Markets with greater population inflows
relative to the addition of new multifamily
housing supply could expect upward
pressure on pricing. Applying the logic on
the reverse side of the spectrum, markets
with population outflows or high levels of
new multifamily construction relative to
incoming housing demand could expect a
softening of price pressures.
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Dallas, which was the 7th ranked market

in the overall matrix, ranked first in this
category (Chart 3). Dallas’ population
increased by 97,290 people in 2021 while
26,537 multifamily permits were tracked
over the sample window. Other top
performers in this category were Phoenix
and Houston. New York and Los Angeles
trailed behind thanks to sizable population
outflows in 2021.



CHART 3

New Housing Demand vs. New Multifamily Supply
Measured as the 1-Year Change in Population Minus
12-Month Sum of Multifamily Permits,

Through June 2022

Source: U.S. Census Bureau, Chandan Economics
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Work From Home

Historically, housing demand has been viewed as a function of local labor demand. The
more jobs in an area, the more people would choose to co-locate in proximity, creating
upward pressure on rental demand. The proliferation and diffusion of remote employment
in recent years has disrupted the geographic relationship between where people work and
where they live.

For this analysis, we sought to establish a framework that would identify which markets
have been successful at attracting remote workers. Markets that are WFH importers should
have an advantage in growing their rental demand base. Utilizing the 2020 American
Community Survey, the following two data points were calculated and factored into the
opportunity matrix:

1. WFH recent movers as a % of all local workers
2. Recent movers as a % of the local WFH workforce

For this analysis, individuals who reported having a job while having no commute time were
considered “WFH workers.”
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https://www.nber.org/papers/w30041

Measuring newly arriving remote workers as a percentage of total workers in the metro area,
Washington, D.C., had the highest share in the nation, at 1.8% (Chart 4) Next were Portland
(1.6%) and Orlando (1.6%). On the other end of the spectrum, Columbus (0.1%), Riverside (0.1%),
and Oklahoma City (0.2%) had some of the lowest shares of newly arriving remote workers.

CHART 4

WFH Recent Movers as a Share of Workers

Measured Using 2020 American Community Survey
Source: U.S. Census Bureau; 2020 American Community Survey; Chandan Economics; IPUMS
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Looking only at the WFH workforce and what share had recently moved to each market,
a different set of metros rises to the top. The only crossover was Orlando, where 9.8% of its
WFH workers had recently moved — the highest share in the nation (Chart 5) Following
Orlando were Las Vegas (9.0%) and New Orleans (7.0%).

CHART 5

Recent Movers as a Share of Local WFH Workers

Measured Using 2020 American Community Survey
Source: U.S. Census Bureau; 2020 American Community Survey; Chandan Economics; IPUMS
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Mean Home Price Reversion

Factoring heavily into the 2022 opportunity
matrix are considerations for mean
reversion. For this analysis, the mean is the
national growth rate for all home values last
year. Metros were compared based on how
far local home price growth differed from
the national average.

All of 2021 and early 2022 were
exceptionally robust periods for residential
valuation growth. On average, home prices
grew 19.5% over the 12 months ending

in March 2022 — 14.3% above their 2015-
2019 average (5.2%). The trend held up for
apartments as well. According to the MSCI
Real Capital Analytics CPPI for apartments,
asset prices grew by a steep 21.8% in 2021,
rising 11.9% above their 2015-2019 average
growth rate (9.8%).

There is a higher risk for downward price
adjustments in markets that saw the most
appreciation over the past year. In other
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words, given how quickly and by how much
property values soared through 2021 and
early 2022, mean reversion may be at play.

In designing this framework, the model
assesses and ranks how closely home

prices rose in respective markets compared
to the national average. In doing so, the
model penalizes some of last year's most
standout markets, including Austin (+33.3%),
Phoenix (+30.1%), and Tampa (+29.0%). At
the same time, some of last year's laggards
also received poor rankings here, including
San Francisco (+9.5%), New York (+11.4%),
and Philadelphia (+13.4%). The markets that
tracked most closely to the national average
last year, Portland (+19.1%), Los Angeles
(18.9%), and Indianapolis (19.8%) were
rewarded in this ranking system.


https://www.fhfa.gov/DataTools/Downloads/Pages/House-Price-Index.aspx
https://www5.rcanalytics.com/l/71612/2022-05-10/j7vscv
https://www5.rcanalytics.com/l/71612/2022-05-10/j7vscv

Market Spotlight: San Antonio

The San Antonio metropolitan area has
dug in its spurs, rising to the top of the
2022 Opportunity Matrix. Simply put,
San Antonio is expanding its metro-
level population and is proving to be an
attractive destination for renters.

Population trends in the San Antonio
metro area point to sustained growth

in multifamily demand. In 2021, the San
Antonio population grew by 35,105 people.
Its 1.4% annual growth rate was the fifth
highest in the country. Since 2011, San
Antonio’s population has swelled, expanding
by 18.6% over that time — nearly three times
higher than the national growth rate over
the same period (+6.4%). Looking ahead,
San Antonio’s “population is forecasted to
grow at twice the national rate, and even
faster in the 20-34-year-old prime renting
cohort,” according to Fannie Mae.

Beyond the inflow of new housing demand,
demographic trends are also broadly
supportive of San Antonio’s multifamily
sector. It ranked 11th for the highest share
of renter households and the highest
rentership rate for households headed

by persons under the age of 35. Further,

the ascending Texas metro had the 10th
highest average renter household income
in the country.

The San Antonio [abor market has both
retained its strength throughout the
pandemic, as well as built upon it. While
Austin often receives a lot of attention as
Texas' dominant tech hub, San Antonio

is quietly making a name for itself in this
arena as well. According to a Brookings
analysis, San Antonio was among a
collection of secondary metros to gain from
the dispersion of tech jobs as workers no
longer needed to co-locate near a physical
office place during the pandemic. Financial
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https://www.bls.gov/eag/eag.tx_sanantonio_msa.htm
https://businessfacilities.com/2022/06/san-antonio-is-serious-about-tech/
https://www.brookings.edu/research/superstars-rising-stars-and-the-rest-pandemic-trends-and-shifts-in-the-geography-of-tech/
https://www.brookings.edu/research/superstars-rising-stars-and-the-rest-pandemic-trends-and-shifts-in-the-geography-of-tech/
https://multifamily.fanniemae.com/media/14231/display

services, while just San
Antonio’s sixth largest
sector, is also a significant
area of opportunity.
Through June 2022, San
Antonio had already
eclipsed its pre-pandemic
financial employment
peak by 3.9% (Chart 6).
Further, its finance sector
is growing at a 6.0%
annual rate, more than
twice the national
average (+2.4%).

Altogether, the San
Antonio multifamily

CHART 6
12-Month Percent Change in Employment by Sector:
San Antonio vs U.S.

Measured Through June 2022, Selected Sectors are the Largest in San Antonio

by Employment Totals
Source: U.S. Bureau of Labor Statistics; Chandan Economics
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amenities (such as the River Walk), the

market is ripe with possibility. According

to Yardi Matrix's May 2022 report on the
metro, occupancy rates were holding above
95%, and a slowed pipeline of apartment
deliveries is likely to keep upward pressure
on rents in the near term. Desirable urban
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availability of developable downtown

sites, strong population growth, and
desirable demographic factors all combine
to make San Antonio the rising star of the
Lone Star state.


https://www.yardimatrix.com/publications/download/file/2255-MatrixMultifamilySanAntonioReport-May2022
https://www.thesanantonioriverwalk.com/

Outlook

In 2022, the multifamily investment
environment finds itself in uncharted
territory once again. Historic increases in
asset prices over the past year reasonably
should give investors pause, especially since
the Federal Reserve appears unlikely to
slow its monetary tightening cycle. At the
same time, multifamily assets are uniquely
positioned to capture additional housing
demand as the cost of homeownership has
risen. All else equal, the U.S. multifamily arbor.com 833.842.1195
market is likely to remain balanced by
headwinds and tailwinds over the year
ahead. The future of WFH, and most WHW AR BOR
critically, the geographic relationship

between one’s home and job, is one of the
biggest open questions for rental housing
demand in the years to come. On a metro-
by-metro basis — whether it be along the
lines of WFH attractiveness, affordability,
urban amenities, or taxes — competition for
residents is poised to see an escalation in
the years ahead. m



https://arbor.com/special-report-summer-2022/?utm_source=2022_report_pdf&utm_medium=web&utm_campaign=chandan_large_loan_report&UTMsource=2022_report_pdf&utm_term=NA&utm_content=2022_report&rdnaLabel=chandan_large_loan_report
https://arbor.com/special-report-summer-2022/?utm_source=2022_report_pdf&utm_medium=web&utm_campaign=chandan_large_loan_report&UTMsource=2022_report_pdf&utm_term=NA&utm_content=2022_report&rdnaLabel=chandan_large_loan_report
https://arbor.com/larger-loan-programs/?utm_source=2022_report_pdf&utm_medium=web&utm_campaign=chandan_large_loan_report&UTMsource=2022_report_pdf&utm_term=NA&utm_content=2022_report&rdnaLabel=chandan_large_loan_report
tel:18338421195

Appendix

Table 3
Arbor-Chandan 2022 Opportunity Matrix Market Rankings and Scores
Top 50 Metro Rankings and Scores

Metro Composite Score 2022 Ranking 2021 Ranking Change
San Antonio 3416 1 n 10
Kansas City 30.89 2 29 27
Las Vegas 30.85 3 1 -2
Phoenix 30.82 4 7 3
Houston 30.58 5 9 4
San Diego 30.50 6 32 26
Dallas 30.33 7 2 -5
Raleigh 30.14 8 13 5
Nashville 29.16 9 15 6
Charlotte 29.09 10 20 10
Orlando 29.04 n 5 -6
Portland (OR) 28.81 12 18 6
Tampa 28.45 13 4 -9
Jacksonville 27.94 14 6 -8
Austin 27.93 15 8 -7
Providence 27.89 16 40 24
Sacramento 27.82 17 39 22
Denver 27.61 18 12 -6
Virginia Beach 26.51 19 23 4
Riverside 26.22 20 19 -1
Oklahoma City 25.83 21 17 -4
Columbus 25.76 22 30 8
Indianapolis 25.58 23 27 4
Atlanta 25.26 24 10 -14
Louisville 25.26 25 44 19
Milwaukee 2513 26 38 12
Seattle 25.07 27 14 -13
Hartford 2412 28 50 22
Richmond 23.94 29 33 4
Cincinnati 2390 30 43 13
Miami 23.79 31 3 -28
Birmingham 23.71 32 45 13
Baltimore 23.51 33 28 -5
Washington, D.C. 22.26 34 21 -13
Los Angeles 2210 35 24 -1
Salt Lake City 21.99 36 26 -10
Memphis 21.94 37 37 (0]
Buffalo 21.82 38 48 10
Minneapolis 21.25 39 42 3
Boston 20.91 40 16 -24
St. Louis 19.28 41 25 -16
San Jose 18.61 42 49 7
Cleveland 18.60 43 34 -9
New Orleans 18.51 44 41 -3
San Francisco 18.34 45 36 -9
Pittsburgh 18.30 46 46 (o]
Philadelphia 17.86 47 35 -12
Detroit 15.93 48 47 -1
Chicago 14.63 49 22 -27
New York 14.54 50 31 -19
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Disclaimer

All content is provided herein “as is” and neither Arbor Realty Trust, Inc. or Chandan Economics, LLC

(“the Companies”) nor their affiliated or related entities, nor any person involved in the creation, production
and distribution of the content make any warranties, express or implied. The Companies do not make any
representations regarding the reliability, usefulness, completeness, accuracy, currency nor represent that use
of any information provided herein would not infringe on other third party rights. The Companies shall not be
liable for any direct, indirect or consequential damages to the reader or a third party arising from the use of
the information contained herein.



