Contents

HighlightS ......ooeiiie
Economic OVErvVIieW ........cccceeeeeeeeeeeevvvnnnnn.
Multifamily Summary .........ccccceeeviiieneeenn.

ALTON
PR COLLEGE o BUSINESS

Center for Business and Economic Research;

Center for Business and Economic Research
Sam M. Walton College of Business
University of Arkansas
Fayetteville, AR 72701
Telephone: 479.575.4151
http://lwww.uark.edu/

The information contained herein has been
obtained from reasonably reliable sources.
The Center for Business and Economic
Research makes no guarantee, either ex-
pressed or implied, as to the accuracy of
such information. All data contained herein
is subject to errors, omissions and
changes. Reproduction in whole or in part,
without prior written consent is prohibited.

THE"“rJV T‘ b -'

SPONSORED BY ARVEST BANK

Multifamily Real Estate Market Summary
for Benton and Washington Counties

Thisreport contains highlightsfrom the Multifamily Skyline Report for
Benton and Washington Counties. Researchersat the Center for Busi-
nessand Economic Researchinthe Sam M. Walton College of Business
at the University of Arkansas produce the Skyline Report to provide
timely statistical analysisof the Northwest Arkansasreal estate markets.
Theinformation contained in the Skyline Report iscritical for lenders,
devel opers, contractors, and potentid |essees. Asthepopulation of North-
west Arkansasburgeons, itisimperativethat real estate marketswork
efficiently in order to meet the demand of new and existing residents.
The Skyline Report includestheinformation that isnecessary to help
market participantsmake good decisions.

Highlights from the Second Quarter of
2005

Vacancy ratesfor multifamily propertiesin Northwest Arkansas
increased dightly fromtheir first quarter level of 7.9 percent to
8.1 percent in the second quarter.

Bentonville and Springdal e had the lowest aggregate vacancy
ratesat 2.9 and 4.5 percents, respectively.

Bentonville, Rogers, and Springdal e each experienced increases
invacancy ratesin the second quarter, while Fayettevilleand
Siloam Springssaw declinesin vacancy rates.
Theaveragelease price per month for amultifamily property unit
in Northwest Arkansasincreased from $479 to $499.

On aprice per squarefoot basis, multifamily unitswere | east
expensive on averagein Siloam Springsand most expensiveon
averagein Rogers.
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Economic Overview

Consumer Sentiment

To get asense of the Northwest Arkansasmultifamily housing market, it
isuseful tolook at somekey macroeconomic satistics. TheUniversity
of Michigan producesthe Consumer Sentiment Index. In May, the
index began climbing fromitslow level sof early 2005. High gasprices
had alarger impact ontheliving standards of lower incomehousehol ds,
whileupper income householdswere morelikely to expect other eco-
nomic gainsto overcomethedrain of gasprices. The survey dataindi-
cated that the L ondon bombings had no direct impact on consumer
confidence. Price discounts prompted arecord number of consumers
to voicefavorable buying planstoward vehiclesand household durables.
Home buying plans, in contrast, gained strength from the expectation
that home priceswould rise even moreinthefuture. Overall, thedata National Multifamily and Single Family
indicate that real consumer spending will grow by 3.5 percent during 500,000 Building Permits oo
theyear ahead. Consumer confidence actsasasignal about thelikely jzgggg T e o ey R ﬁzgggg
trendsin spending for consumersandisdirectly related to their percep- 30000 ﬁ'mim
tionsof thereal estate market. Inasmuch aspurchasing singlefamily 220000 1,000,000
housesbecomes moreattractiverd ativetoleasing, themultifamily hous- 200,000 S
ing market will bedirectly affected by thisstatistic. '

100,000 400,000
50,000 200,000
0 0

250,000

Multifamily Building Permits
Single Family Building Permits

TheU.S. Census Bureau estimates theissuance of building permits.
Since December of 2003, growthinthe number of multifamily building
permitsissued hastrended up very dightly, nationally. Although there
has been month-to-month variation, the number of singlefamily resi-
dentia building permitshasa so trended up dightly. Thissuggeststhat
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the current pace of new constructionissufficient to keep up with de- Permits Issued in the

mandat dl levels. Fayetteville-Springdale-Rogers MSA and
the Little Rock-North Little Rock MSA
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Turning tothetwo mgor metropolitan areasinArkansas, the Fayetteville-
Springdae-Rogers (FSR) M SA and the Little Rock-North Little Rock
(LR) MSA, similar patternson asmaller scale are apparent. Theac-
companying graphs show the number of multifamily building permits
and total number of residential building permitsissued inthetwo metro
aress. |nterestingly, despiteitsmuch smaler population, the FSR metro
areahad agreater number of building permits (both multifamily and
total) than the L R metro areain 2004 and the beginning of 2005. De-
spiteagreat deal of seasonal variation, thetrendsof all of these series
arebardly positive. Thisimpliesthat no significant changesinthe pace
of growthinthenumber of resdentid or multifamily building permitsare
expected.
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ittle Rock-North Little Rock MSA

OnAugust 9, 2005 the Federal Reserve Board raised itstarget for the
federa fundsrate an additional 25 basis pointsto 3.5 percent, bringing
the total increase from the recent lows to 250 basis points. Asthe
accompanying graph shows, the spread between short term ratesand
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conventional 30-year mortgage rates has declined more than 275 basis
points since its most recent peak in May 2004. Because the ten-year
treasury interest rate and the 30-year conventional mortgagerate have
remained essentidly constant since July 2004, buying asinglefamily house
remainsrelatively attractive compared toleasing comparable multifamily
housing.

Number of All Residential Building
Permits Issued in the
Fayetteville-Springdale-Rogers MSA and
the Little Rock-North Little Rock MSA
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Finally, agraph showing employment trendsin the FSR metro areaisin-
cluded. Employment in the region continuesto grow at the same pace as
itsfive-year trend, adding approximately 485 jobsamonth to theregion.
Because employment growth isthe single most important factor in deter-
mining demand for housing of al kinds, theremust be an awarenessof the
possibility of structural changesin thelabor market. The datashow no
evidencethat therate of job growthin Northwest Arkansaswill abatein
thenear term.
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Selected Interest Rates

Average Average Price  Average Price
Floor Plan Square Feet per Month  per Square Foot
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Studio 527 $490.10 $0.93

1 BEdroom 600 $41824 $O70 fmmm—3-Month Constant Maturity —*=***=1-Year Constant Maturity

2 Bedroom 889 $52024 $059 mm—(0-Year Constant Maturity —™==30-Year Conventional Mortgage
3 Bedroom 1,166 $662.98 $0.57

4 Bedroom 1,201 $1,068.33 $0.89

Northwest Arkansas $500.14

Fayetteville-Springdale-Rogers MSA
Employment and Trend
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1/11/2005
1/14/2005
1/18/2005
1/19/2005
2/9/2005
2/14/2005
3/18/2005
3/18/2005
3/29/2005
4/7/2005
5/5/2005
5/8/2005

Market Area

Bentonville
Fayetteville
Rogers

Siloam Springs

Springdale

Northwest Arkansas

Complex or Developer

M.P. Construction of Springdale
Jenning Mills Apartments
North Corner Apartments
Lee Jackson

Glen at Polo Park

Aaron Nickel Homes
Salem Road Townhomes
Hometown Developments
Bedford Apartments
Condos at the Peaks
Southern View, Phase Il
Hidden Lake, Phase Il

Total

1 Bedroom 2 Bedroom

12.2% 4.1%
18.4% 19.4%
15.0% 3.2%

5.3% 2.8%

20%
18%
16%
14%
12%
10%
8%
6%
4%
2%
0%
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Multifamily
Vacancy Rates by City
Q3 2004 - Q2 2005

Q3 2004 Q4 2004 Q1 2005 Q2 2005

Siloam Springs "#®Springdale

Number of Total Value
Permits of Permits

2 $635,652

2 $871,164

2 $1,488,928

1 $40,760

20 $24,195,966

1 $446,729

6 $3,387,384

1 $348,371

1 $475,536

56 $6,557,446

6 $9,407,802

4 $2,640,424

102 $50,496,162

Fayetteville
Fayetteville
Fayetteville
Fayetteville
Bentonville
Fayetteville
Fayetteville
Fayetteville
Fayetteville
Rogers
Fayetteville
Springdale

One Bedroom Apartment
Vacancy Rates by City
Q32004 - Q2 2005
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Two Bedroom Apartment
Vacancy Rates by City
Q32004 - Q2 2005
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Three Bedroom Apartment
Vacancy Rates by City
Q32004 - Q2 2005
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