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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 Third Quarter of 2005

e Vacancy ratesfor multifamily propertiesin Northwest Arkansas
declined from their second quarter level of 8.0 percentto 5.7
percent inthethird quarter.

e Siloam Springs had the lowest aggregate vacancy rateat 1.3
percent. The vacancy ratein Fayetteville tumbled from 7.0
percent in the second quarter to 3.9 percent in thethird quarter
of 2005.

¢ Bentonvilleand Springda eeach experienced increasesin vacancy
ratesinthethird quarter, while Rogers saw asubstantial decline
from 18.5 percent to 13.2 percent.

e Theaverageleasepriceper monthfor amultifamily property unit
in Northwest Arkansas declined from $499 to $483.

e Onapriceper squarefoot basis, multifamily unitswereleast
expensiveon averagein Siloam Springsat $0.54 per squarefoot
and most expensive on averagein Rogersat $0.63 per square
foot.
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Economic Overview

Consumer Sentiment

To get asense of the Northwest Arkansas multifamily housing market,
itisuseful tolook at somekey macroeconomic statistics. TheUniver-
sity of Michigan producesthe Consumer Sentiment Index. In October,
theindex continued falling from itsmost recent highin July 2005. The
aftermaths of HurricanesKatrinaand Ritawereamajor causefor the
steep drop in September. The continuing declinein October wasdueto
thecumulative strain of higher priceson thefinancial situation of con-
sumers. The current outlook for higher costs of home heating, higher
interest rates, and falling real incomeswill cause cutbacksin consumer
spending inthe coming months. Based on the survey data, the growth
ratein real consumption spending isexpected to beabout 1 percentin
both thefourth quarter and in thefirst quarter of 2006. Consumer con- National Multifamily and Single Family
fidenceactsasasignal about thelikely trendsin spending for consum- 500,000 Building Permits oo
ersandisdirectly related to their perceptionsof thereal estate market. jzgggg T e o ey R ﬁzgggg
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TheU.S. Census Bureau estimatestheissuance of building permits. 000 500'000
Since Juneof 2005, growthinthenumber of resdentia building permits

issued hastrended up, nationaly, whilethe number of multifamily build-
ing permitshastrended down. Thesetrendscan be seenintheassoci-
ated graph.
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. . . . . Number of Multifamily Building
Turning tothetwo mg or metropolitan areasinArkansas, the Fayetteville- Permits Issued in the

Springdale-Rogers (FSR) M SA and the Little Rock-North Little Rock Fayetteville-Springdale-Rogers MSA and

(LR) MSA, similar patternson asmaller scale are apparent. Theac- the Little Rock-North Little Rock MSA

companying graphs show the number of multifamily building permits
and total number of residential building permitsissued inthetwo metro
aress. Interestingly, despiteitsmuch smaller population, the FSR metro
areahad agreater number of building permits (both multifamily and
total) than the LR metro areaiin 2004 and thefirst nine months of 2005.
Despite agreat deal of seasonal variation, the trends of all of these
seriesarebarely postive. Thisimpliesthat no Significant changesinthe
paceof growth inthe number of resdentia or multifamily building per-
mitsare expected.
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On November 1, 2005 the Federa Reserve Board raised itstarget for
thefederd fundsratean additiona 25 basispointsto 4.0 percent, bringing
the total increase from the recent lows to 300 basis points. Asthe
accompanying graph shows, the spread between short term ratesand
conventional 30-year mortgage rates hasdeclined morethan 275 basis
pointssinceitsmost recent peak in May 2004. Becausetheten-year
treasury interest rate and the 30-year conventional mortgagerate have
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remained essentialy congtant since July 2004, buying asinglefamily house
remainsrelatively attractive compared to leasing comparable multifamily
housing.

Finaly, agraph showing employment trendsin the FSR metro areaisin-
cluded. Employment intheregion continuesto grow at the samepaceas
itsfive-year trend, adding approximately 485 jobsamonth to theregion.
Because employment growth isthe singlemost important factor in deter-
mining demand for housing of all kinds, there must be an awarenessof the
possibility of structural changesinthelabor market. The datashow no
evidencethat therate of job growth in Northwest Arkansaswill abatein
thenear term.

Average
Square Feet

Average Price  Average Price

Floor Plan per Month  per Square Foot

Studio $343.23

1 Bedroom 599 $402.84 $0.67
2 Bedroom 889 $509.38 $0.57
3 Bedroom 1,137 $634.39 $0.56
4 Bedroom 1,655 $1,285.00 $0.78

Northwest Arkansas
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Number of Residential Building Permits
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Percent
o B N W = g o N 00 ©

Number of All Residential Building
Permits Issued in the
Fayetteville-Springdale-Rogers MSA and
the Little Rock-North Little Rock MSA
1,000
900
800
700
600
500
400
300
200
100

0

==-ayetteville-Springdale-Rogers MSA
=m-Little Rock-North Little Rock MSA

Selected Interest Rates

fmmm—3-Month Constant Maturity —*=***1-Year Constant Maturity
fmm—0-Year Constant Maturity ~— ™===30-Year Conventional Mortgage

Fayetteville-Springdale-Rogers MSA
Employment and Trend

200
195
190
185
180
175
170
165
160
155
150+




Number of
Permits

Complex or Developer
1/11/2005 M.P. Construction of Springdale 2
1/14/2005 Jenning Mills Apartments 2
1/18/2005 North Corner Apartments 2
1/19/2005 Lee Jackson 1
2/9/2005 Glen at Polo Park 20
2/14/2005 Aaron Nickel Homes 1
3/18/2005 Salem Road Townhomes 6
3/18/2005 Hometown Developments 1
3/29/2005 Bedford Apartments 1
4/7/2005 Condos at the Peaks 56
5/5/2005 Southern View, Phase Il 6
5/8/2005 Hidden Lake, Phase Il 4
6/22/2005 Ranch at Pinnacle Point 16
8/11/2005 Wobbe Road Apartments 4
8/15/2005 Arbors at Pinnacle Ridge 33
8/16/2005 Razorback Apartments 2
8/16/2005 Harbin Pointe Apartments 10
8/26/2005 Dunn Street Apartments 1
9/2/2005 40 E Maple Street 1

Market Area

Bentonville

Fayetteville 3.4% 3.3% 8.9%
Rogers 11.1% 14.8% 8.2%
Siloam Springs 1.0% 1.3% 0.0%
Springdale 3.2% 5.2% 24.9%

Total

Northwest Arkansas

1 Bedroom

2 Bedroom

3 Bedroom

Total Value
of Permits

$635,652
$871,164
$1,488,928
$40,760
$24,195,966
$446,729
$3,387,384
$348,371
$475,536
$6,557,446
$9,407,802
$2,640,424
$26,822,960
$1,565,724
$3,045,891
$828,460
$13,253,204
$300,000
$262,300

$96,574,701
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Multifamily
Vacancy Rates by City
Q4 2004 - Q3 2005
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One Bedroom Apartment
Vacancy Rates by City
Q4 2004 - Q3 2005
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Two Bedroom Apartment
Vacancy Rates by City
Q4 2004 - Q3 2005
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Three Bedroom Apartment
Vacancy Rates by City
Q4 2004 - Q3 2005
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