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Apartment Rents Continue to Feel the Impacts from COVID

More households are able to make monthly rent payments on-time. Landlords, however, continue to reduce
rents or offer concessions. Rents are falling fastest in downtown areas and holding up better in the suburbs.

Payments Back on Track, but Rents Continue to Fall Rent Payment Tracker
Households appear to be doing a reasonably good job of making timely rent - Percent of Payments Made Through the 6th of Each Month 1%
payments. According to the National Multifamily Housing Council

2020

(NMHC)’s Rent Payment Tracker, 79.4% of apartment renters made a full or gz |-
partial rent payment by the end of the week of October 6. This is a significant
improvement compared to recent months and is on par with survey results so% 1
collected during the same period last year. The Census Household Pulse
Survey recently provided a similar assessment. According to surveys 7% 7
administered from mid-August to the end of September, fewer adults have
reported that they are not current on rent or mortgage payments, and more
are becoming confident in their ability to pay on-time. Both of these better
outcomes during October should help allay fears that renters’ inability to pay
rent could potentially ripple through the entire apartment market and leave ., |
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tenants, landlords, investors and lenders all worse for the wear. Apr May  Jun Jul Aug  Sep Oct
While conditions do appear to be broadly improving, landlords have clearly One-Bedroom Rent Trends

had to reduce rents or offer concessions in order to attract or retain tenants. 108 Indexed: Jan. 1, 2020 = 100; Suburban vs. CBD Lo
According to CoStar, overall rents for one-bedroom apartments are down

about 1.7% through early September. Digging deeper, rents in central 7 e e - ~--T108
business districts (CBD) are falling the fastest. Compared to the peak hit in 102 + -7 - sbubamoss T 102
March, CBD rents are down over 5%. By contrast, suburban property rents .o, | T - 1101
are now sitting just above their early spring levels. These divergent trends 100 ,,»-—*"""\ 100

can be explained by the ongoing shift away from dense and expensive
downtown areas towards the more affordable and spacious suburbs.

Along these same lines, the share of property owners offering concessions or
lease adjustments has risen since the early spring and remains elevated 97 +
relative to prior years. While suburban properties appear to have slightly o |
stepped up the number of concessions in recent months, CBD property o 1 1 1 1 1 1 1 1
concessions have sharply risen. During September, roughly 49% of all CBD ~ van-01 Jan-28 Feb-24 Mar-22 Apr-18 May-15 Jun-11 Jul-08 Aug-04 Aug-31
property-owners offered some form of concession or lease adjustment, a
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substantial increase compared to approximately 20% at the start of the year. Share of Properties Offering Concessions
Considering that many office workers continue to work remotely and the . 2020 0%
suburbs were enjoying a bit of a renaissance prior to the pandemic, we expect :l‘;‘é"ii"&‘if

this suburban shift to be long-lasting. 50% || —Suburban: Sep @ 21% 1 50%

Challenging times for apartment owners will likely persist. The bulk of
multifamily investment over the past decade has occurred in urban centers, 4% T
many of which are now seeing an accelerated outflow of residents. Even
though new multifamily development is slowing, a deluge of new CBD units
are set to be delivered next year. Demand for these units will likely be soft.
Many large service-sector employers have announced plans to reduce their
headcount. Record low mortgage rates will also continue to pull some renters o, |
towards homeownership. The softer job market for college graduates is
another potential headwind. We expect rents to weaken further, especially o |
in the hard-hit city-centers, but also in the suburbs.
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Source: National Multifamily Housing Council, CoStar Inc. and Wells Fargo Securities
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Wells Fargo Securities Economics Group publications are produced by Wells Fargo Securities, LLC, a U.S. broker-dealer registered with the
U.S. Securities and Exchange Commission, the Financial Industry Regulatory Authority, and the Securities Investor Protection Corp.
Wells Fargo Securities, LLC, distributes these publications directly and through subsidiaries including, but not limited to,
Wells Fargo & Company, Wells Fargo Bank N.A., Wells Fargo Clearing Services, LLC, Wells Fargo Securities International Limited,
Wells Fargo Securities Canada, Ltd., Wells Fargo Securities Asia Limited and Wells Fargo Securities (Japan) Co. Limited.
Wells Fargo Securities, LLC. is registered with the Commodities Futures Trading Commission as a futures commission merchant and is a
member in good standing of the National Futures Association. Wells Fargo Bank, N.A. is registered with the Commodities Futures Trading
Commission as a swap dealer and is a member in good standing of the National Futures Association. Wells Fargo Securities, LLC. and
Wells Fargo Bank, N.A. are generally engaged in the trading of futures and derivative products, any of which may be discussed within this
publication. Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions.
Wells Fargo Securities, LLC's research analysts receive compensation that is based upon and impacted by the overall profitability and
revenue of the firm which includes, but is not limited to investment banking revenue. The information and opinions herein are for general
information use only. Wells Fargo Securities, LLC does not guarantee their accuracy or completeness, nor does Wells Fargo Securities, LLC
assume any liability for any loss that may result from the reliance by any person upon any such information or opinions. Such information
and opinions are subject to change without notice, are for general information only and are not intended as an offer or solicitation with
respect to the purchase or sales of any security or as personalized investment advice. Wells Fargo Securities, LLC is a separate legal entity
and distinct from affiliated banks and is a wholly owned subsidiary of Wells Fargo & Company © 2020 Wells Fargo Securities, LLC.
Important Information for Non-U.S. Recipients

For recipients in the EEA, this reportis distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSIL isa U.K. incorporated
investment firm authorized and regulated by the Financial Conduct Authority. For the purposes of Section 21 of the UK Financial Services
and Markets Act 2000 (“the Act”), the content of this report has been approved by WFSIL, an authorized person under the Act. WFSIL does
not deal with retail clients as defined in the Directive 2014/65/EU (“MiFID2"). The FCA rules made under the Financial Services and
Markets Act 2000 for the protection of retail clients will therefore not apply, nor will the Financial Services Compensation Scheme be
available. This report is not intended for, and should not be relied upon by, retail clients.
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