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Overview:

Multifamily Metro Outlook

Los Angeles - Fall 2019

Los Angeles’ metro area job market continues to expand, albeit tepidly. As of June 2019, the job market within the metro
expanded by +1.1 percent (year over year), below the national rate of +1.5 percent.

Apartment fundamentals are performing well overall. During Q2 2019, vacancies remained low at 3.75 percent during Q2
2019, and rent growth continued to stay positive at 0.75 percent.

Market strengths:

The local entertainment/motion picture industry has recently been the recipient of a few big (positive) boosts. According to
Moody’s Analytics, many of 2018’s biggest blockbuster movies — including Avengers: Infinity War, Black Panther, and Star
Wars: A Solo Story — all shot in the Los Angeles market, which was a boon for the local economy. Furthermore, Amazon
Studios and Netflix have also elected to maintain real estate within the Los Angeles metro. Amazon Studios has a space of
75,000 square feet in Culver City, and Netflix is expanding their existing studio in Hollywood.

Los Angeles has a favorable demographic profile, which should support rental demand. According to CoStar,
approximately 52 percent of the metro’s households are renters, compared to 35 percent nationally.

The local tech scene in the Los Angeles area continues to establish its footing within the metro. According to Moody’s
Analytics, the tech scene in Los Angeles is known as Silicon Beach. Some of Silicon Beach’s anchor tenants include Snap
Inc., Apple, social media companies, and sports e-commerce and cloud computing firms.

Market weaknesses:

Many residents are priced out of the metro because it is such an expensive place: The cost of living is +29 percent above
the national average, and the cost of doing business is also +13 percent above the national average. As a result of the high
living costs, Los Angeles has a negative rate of net migration.

The trade industry continues to be in a state of flux. According to Moody’s Analytics, there are many political issues —
such as Brexit, the current administration’s policies regarding tariffs, and the NAFTA agreement — that could have major
impacts on the industry and specifically on the metro, since it's one of the major ports on the west.

As a result of the turmoil in the trade industry, the local sector in Los Angeles contracted by -0.7 percent during Q2 2019.
Furthermore, the tariffs on China instituted by the current administration are starting to have profound impacts on both
imports and exports. According to a Wall Street Journal report, exports at both the Los Angeles and Long Beach ports
contracted by -7.4 percent to open 2019. With tension still ongoing, activity could continue to suffer.

Development:

Condo development is beginning to slow. Since 2012, approximately 30,000 condos have completed, but currently there
are close to 2,000 units underway through 2020.

Development has been robust, with approximately 60,000 apartment units completed since 2014. Another 22,000 units are
underway, which should help ease the tightness in the market. There are currently close to 103,000 rental units in the
planning stages.

Outlook:

Multifamily outlook: Steady. Los Angeles’ favorable demographics will help incoming supply continue to be absorbed. The
apartment market continues to be in a healthy state, even though many residents are priced out due to high costs. Los
Angeles’ reputation as a lifestyle city will always help fuel demand for the multifamily sector.

Economic outlook: Stable. Even though the local job market has been expanding at a meager pace over the last few
quarters, there are some signs for optimism. The Los Angeles market continues to expand on its pre-recession job totals,
and the emergence of the local tech scene is a positive for the local economy. However, although the retail trade sector
doesn’'t make up a large portion of the local economy, the ongoing trade turmoil between the U.S. and China is already
(negatively) impacting the local ports. Without a resolution in sight, the local economy could continue to suffer.
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Opinions, analyses, estimates, forecasts, and other views of Fannie Mae's Multifamily Economics and Research (EMR) group included
in this commentary should not be construed as indicating Fannie Mae's business prospects or expected results, are based on a
number of assumptions, and are subject to change without notice. How this information affects Fannie Mae will depend on many
factors. Although the EMR group bases its opinions, analyses, estimates, forecasts, and other views on information it considers
reliable, it does not guarantee that the information provided in these materials is accurate, current, or suitable for any particular
purpose. Changes in the assumptions or the information underlying these views could produce materially different results. The
analyses, opinions, estimates, forecasts, and other views published by the EMR group represent the views of that group as of the
date indicated and do not necessarily represent the views of Fannie Mae or its management.
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