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COVID-19
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Report

In an effort to assess existing, and
anticipated, impacts of the COVID-19
pandemic on real estate, IRR embarked
on a national survey of market
participants, with each office directly
interviewing Real Estate Developers,
Property Managers, Property Owners
and Investors, Mortgage Brokers, Real
Estate Brokers and Lenders. The results
of this survey, which were conducted
between March 31 and May 1, 2020, and
are ongoing, are presented herein.




COVID-19 REAL ESTATE IMPACT SURVEY REPORT / INTEGRA REALTY RESOURCES

)

How is the Pandemic Affecting
Real Estate Developers?

In interviews with Real Estate Developers, IRR asked For those that responded “Yes,” IRR asked when they
whether they have stopped any construction projects that anticipate restarting these projects. Slightly more than half
were ready to commence. of those surveyed indicated a three- to six-month delay.

28.2% of those surveyed, nationally, indicated a pause in
construction during the current pandemic.

HAVE YOU STOPPED ANY CONSTRUCTION PROJECTS IF YES, WHEN DO YOU ANTICIPATE RESTARTING THE
THAT WERE READY TO COMMENCE? PROJECT(S)?

More than 180 days

8.3% >
Next 180 days
12.5% .
Yes Unsure at this
28.2% time
25.0%
Next 30 days

Next 90 days 12.5%
41.7%

IRR also asked Real Estate Developers whether they have Nearly three-fourths of respondents anticipated
abandoned projects that were in the early stages of construction and labor costs would stay the same, or
approvals, planning, etc. decrease, due to the pandemic.

The vast majority of those surveyed had no immediate plans
to abandon projects.

HAVE YOU ABANDONED PROJECTS THAT WERE IN THE WHAT ARE YOUR EXPECTATIONS FOR CONSTRUCTION
EARLY STAGE OF APPROVALS, PLANNING, ETC.? AND LABOR COSTS OVER THE NEXT SIX MONTHS?

Don't know
16.5%

Increase Decrease
11.8% 43.5%

Stay the same
28.2%
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How is the Pandemic Affecting
Property Managers?

FOR PROPERTIES UNDER YOUR MANAGEMENT,
HOW WILL RENTAL RATES BE IMPACTED OVER THE
NEXT SIX MONTHS?

Property Managers, for all property types, were also
surveyed, nationally, by IRR and for those properties
under their management they were asked how rental 'chi_)?,/se
rates will be impacted over the next six months. =

The results of this survey show nearly half of those
interviewed anticipated no change in rental Decrease
rates during the next six months with 39.2% 39.2%

of those surveyed anticipating rates to decline.

FOR PROPERTIES UNDER YOUR MANAGEMENT,

HOW WILL EXPENSES BE IMPACTED OVER THE NEXT
SIX MONTHS?

Expenses are expected
to increase
6.8%

_—

Another factor in the valuation of real estate is the analysis
and forecast of expenses. IRR also solicited input from
Property Managers on how expenses may be impacted in

the near term, over the next six months.
Reduced
through
aggressive
An overwhelming majority of Property Managers surveyed management

anticipate expenses to either maintain at current levels, e 1t 25.7%

. current levels
or even decrease due to aggressive management. 67.6%
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How is the Pandemic Affecting
Property Managers?
(Continued)

As a result of the COVID-19 pandemic, the impact of rent
collections due to stay-at-home or shelter-in-place orders,

which vary by state and locality nationwide, is widespread.

Of those surveyed, just over 75% are reporting
delinquencies.

HOW HAVE RENT COLLECTIONS BEEN IMPACTED BY

THE COVID-19 PANDEMIC?

More than a 20%
increase in deliquency
or non-payment
9.5%

No change
in rent
collections
24.3%

A 10-20%
increase in
deliquency or
non-payment
17.6%

Up to a 10%
increase in

deliquency or
non-payment
48.6%
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How is the Pandemic Affecting
Real Estate Owners/Investors?

During the last global financial crisis in 2008/2009,

Property Owners/Investors were particularly vulnerable to
drastic changes in property values, with many facing capital
calls on existing loans or ultimately short sells and
bankruptcies. Property Owners and Investors were surveyed
by IRR nationwide; among those surveyed, they were asked
which best described their current debt position.

According to the survey, Property Owners overwhelmingly
believe their properties are appropriately, or under,
leveraged; 55.3% of the respondents believe now is the time
to refinance due to favorable rates.

AS IT RELATES TO REFINANCING ANY OF YOUR
HOLDINGS, WHICH APPLIES?

BASED ON CURRENT MARKET CONDITIONS, WHICH
STATEMENT BEST DESCRIBES YOUR DEBT POSITION?

Over leveraged
4.7%

Under leveraged
25.9%

Appropriately
leveraged
69.4%

In terms of existing assets, 45.9% of property owners/
investors are reporting some tenancy issues, but assert
such issues are manageable and they are working through
it. Approximately 18%, however, note an unusually high
delinquency in rent collection/non-payment.

AS IT RELATES TO TENANCY, WHICH STATEMENT IS
MOST ACCURATE?

Unusually high rent
delinquency/
non-payment
17.6%

Some issues, but
manageable is
working through it
45.9%

No issues
36.5%

None of the
above because
capital sources

are limited or
unwilling to lend
32.9%

Now is the time

to refinance
because of
favorable rates
55.3%

Now is not the
time to refinance S
because of
property value
declines
11.8%

A significant number of property owners/investors surveyed
by IRR, nationally, indicate over the next six to nine months
they will focus most attention on maintaining occupancy

at their properties.

OVER THE NEXT 6-9 MONTHS, WHICH STATEMENT
BEST DESCRIBES YOUR HIGHEST PRIORITY?

Work to restructure
or refinance existing
loan terms
18.8%

Work to

manage

expenses
16.5%

Work to maintain
occupancy
60.0%

Work to

adjust

rental rates
4.7%
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How is the Pandemic Affecting
Property Owners/Investors?
(Continued)

With the effects of the COVID-19 pandemic impacting

all segments of the national economy, approximately 41%
of those Property Owners/Investors surveyed, nationally,
reported they are actively pursuing new acquisitions while
48.2% are focused on maintaining existing assets. Only
10.6% of those surveyed reported that they are actively
seeking to sell existing assets.

IRR gauged the perceptions of Property Owners/Investors
on the asset value of their portfolios as compared
to a year ago.

Based on the results of this survey, 75.3% of those
respondents represented their real estate portfolios either
increased in value (42.4%) or remained the same (32.9%).
Whereas 24.7% of those respondents nationwide
believed there was a decrease in the value of their
portfolio from the prior year.

OVER THE 6-9 MONTHS, WHICH STATEMENT BEST

DESCRIBES YOUR LIKELY ACTIONS?

| am interested in
selling some of my
existing portfolio ¢
10.6%

I am in the market
to acquire new
deals, as pricing has
corrected somewhat
41.2%

| am on the sidelines
not looking
at new deals
48.2%

HOW HAS THE VALUATION OF YOUR PORTFOLIO
BEEN IMPACTED YEAR OVER YEAR?

No change in value
32.9% Increased in value
42.4%

Decreased in value
24.7%
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How is the Pandemic Affecting
Investment Brokers?

Investment Brokers expect the Industrial sector to

experience the quickest recovery from the adverse
economic impact of the COVID-19 pandemic, with

Mutlifamily coming in second.

Ranking/Distribution Scores

0 5 10 15 20 25 30 35

1. Industrial

. Multifamily
3. Retail

4. Office

5. Single-family
6. Hospitality

Nearly all Investment Brokers expect rental rates to stay the
same or decline in the short-term. More than half expect a
decrease in rents, while slightly less than half expect no
change in rents. Most respondents expect a level-to-
downward bias on rental rates in the short-term due to the
pandemic.

WHAT DO YOU EXPECT WILL BE THE IMMEDIATE,
SHORT-TERM IMPACT ON RENTAL RATES?

Increase per the lease
0.8%

Decrease
57.4%

Stay the Same
41.8%

WHICH SECTORS DO YOU EXPECT TO RECOVER WHICH SECTORS DO YOU EXPECT TO BE HARDEST HIT
QUICKEST FROM THE COVID-19 PANDEMIC? BY THE COVID-19 PANDEMIC?

Hospitality and Retail are expected to be the slowest to
recover followed by the Office and Single-family sectors.

Investment Brokers expect the Hospitality and Retail sectors
to be hit the hardest by the pandemic, while the Industrial
sector is expected to be least impacted.

Ranking/Distribution Scores

1. Retail

2. Hospitality
3. Office

4. Multifamily
5. Single-family
6. Industrial

Respondents are also nearly evenly split between those
who expect cap rates to increase and those expecting rates
to stay the same. Only a small fraction (6.5%) expect a
decrease. Overall, about 94% of investment brokers expect
level to increasing capitalization rates due to the pandemic.

WHAT DO YOU EXPECT TO BE THE IMMEDIATE,
SHORT-TERM IMPACT ON CAPITALIZATION RATES?

Decrease
6.5%

e

Increase
44.5%

Stay the Same
49.0%
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How is the Pandemic Affecting
Investment Brokers?
(Continued)

WHEN DO YOU ANTICIPATE A RESUMPTION TO
NORMAL BUSINESS OPERATIONS?

Not sure: By the end of
the 2nd quarter
Nearly three quarters of Investment Brokers expect a pi?);jrlgc?:d (Jul\?1)
return to normal business operation by the end of 2020. beyond 2020 21.3%
However, a significant portion indicate that disruption 30.0%
could roll into 2021. By the end
of the 3rd
quarter
. . .. By the end (October 1)
The survey indicates that opinions vary as to when normal T 23.6%

business activity will resume. 25.1%
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How is the Pandemic Affecting
Mortgage Brokers?

More than 57% of the Mortgage Brokers surveyed have Two-thirds of respondents reported that deal flow was less

become more conservative with their underwriting since the than in the prior quarter (Q4'19). Concurrently, one-third said

outbreak of the COVID-19 pandemic. More than one third that deal flow was the same or more. Note that the question

have made no change, while only a small fraction (4.8%) are included work in their pipeline, so future changes in the

more aggressive. majority response will be noteworthy and indicative of deals
being done.

HOW HAS YOUR UNDERWRITING CHANGED SINCE THE WHICH STATEMENT BEST DESCRIBES HOW YOUR DEAL
OUTBREAK OF THE COVID-19 PANDEMIC? FLOW, INCLUDING PIPELINE, HAS CHANGED?

The same as
last quarter
19.0%

No change in
underwriting metrics
38.1%

More
conservative
57.1%

Greater than

last quarter
Less than last quarter 14.0%
66.7%

More aggressive
4.8%

The vast majority (83.3%) of the Brokers’ lenders are either being more selective or pulling back on potential deals since
the outbreak of the COVID-19 pandemic. Less than a 17% reported that their lenders are moving forward on potential

deals.
WHICH STATEMENT BEST DESCRIBES HOW YOUR
LENDERS ARE REACTING TO THE COVID-19 PANDEMIC?

They are
pulling back
on potential

deals

Th
ey are more 33.3%

selective

on potential deals
50.0%

They are
moving
forward on
potential
deals
16.7%




Integra Realty Resources (IRR) is one of the largest independent

commercial real estate valuation and consulting firms in North

America, with over 180 MAI-designated members of the Appraisal
Institute among over 600 professionals based in our more than 50
offices throughout the United States and the Caribbean. Founded in
1999, the firm specializes in real estate appraisals, feasibility and
market studies, expert testimony, and related property consulting
services across all local and national markets. Our valuation and
counseling services span all commercial property types and
locations, from individual properties to large portfolio assignments.

For more information, visit www.irr.com.

COMPREHENSIVE COMMERCIAL REAL ESTATE
MARKET RESEARCH, VALUATION AND ADVISORY SERVICES

ABOUT_ IRR

For over 20 years, Integra Realty Resources, Inc. (IRR)
has grown to become one of North America’s largest
independent CRE market research, valuation, and
counseling firms. Our clients tell us that our 600+
professionals in 50+ offices deliver extraordinary
insight, unbiased advice, and excellent service. In
2019, IRR valued over $102 billion in real estate assets
across more than 60 metro markets comprising over
24,000 assignments.

Every IRR office is supervised by one of our more
than 183 MAI-designated professionals, industry
leaders who have over 25 years, on average, of
experience in their local markets. Having more
MAI-designated experts than any other firm is just

Disclaimer

one testament to the high levels of training and
experience which we put at our clients’ disposal: as of
January 2019,.IRR’s senior management team also
includes: 19 FRICS; 15 MRICS; 19 CREs; 25 SRAs; 21
CCIMs; 6 ASAs.

These designations from the most prestigious real
estate organizations in the world mean that from a
culture of quality and ongoing professional
development, we can offer unparalleled expertise in
appraisals, feasibility and market studies, expert
testimony, and related property consulting services
across all local and national markets. IRR stands
ready to serve you with unmatched Local
Expertise...Nationally.

© 2020 Integra Realty Resources, Inc. / While the great majority of data and content contained herein is proprietary to IRR. While,the
available data is presumed to be accurate, no representation or warranty is made regarding the accuracy of the information contained'in
this publication. This publication does not render legal, accounting, appraisal, counseling, investment or other professional advice.
Should such services or other expert assistance be needed, it is recommended that the services of a competent person or firm, having

access to the details of the situation, be employed.



