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! Emerging Trends in
. Real Estate 2019

A New Era Demands New Thinking




40 years and counting

“Real estate as an asset class
has matured. Market
participants need to realize this
and make the appropriate
adjustments.”



40 years of Emerging Trends in Real Estate

» Global Financial Crisis
» Technology

» Information Availability
> Asset Class Acceptance

» Urbanization

Emerging Trends in Real Estate 2019 Online Survey

» REITs

» Low Interest Rates
» Capital Availability
» Securitization

» Space Utilization Changes



Market sentiment

“Sure it feels like the activity
level will moderate, but more

like a plateau and not a sharp
downbhill slide.”



What word would you use to describe the 2019 real estate market?

Top 5

Plateau
Competitive

Cautious

Evolving

Overheated
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" 2019 Expected Profitability

Poor, 1.1%

2018

Excellent,

16.8%

m Abysmal mPoor = Fair = Good = Excellent

[
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Poor, 0.8%

2019

Excellent,
17.0%

m Abysmal = Poor

Fair = Good

= Excellent



2019 Expected Profitability

Total Poor, Nashville
Market

Excellent,
Excellent, 16.0%

17.0%

m Abysmal ®Poor - Fair = Good = Excellent = Abysmal mPoor - Fair =Good = Excellent
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| 2019 Market Outlook

Industrial 29.1% 64.7% I

Multifamily 36.1% 57.9% I

Retail 41.6% 48.8% -
Office 38.8% 50.8% -

m Over Priced Fairly Priced ® Under Priced

i
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Market Outlook

Australia
South Korea
Ireland
Netherlands
Canada

US

US

UsS

Source: OECD
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1991 - 2001 - 3.8% Avg - 120

Since 2009 - 2.3% Avg - 114
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Since 1991 - 3.2% Avg - 324

Since 1998 - 4.4% Avg - 240

1986 - 2007 - Ireland 5.9% Avg - 234

1981 - 2003 - 2.9% Avg - 228

1991 - 2008 - 2.7% Avg - 204
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What inning are we in?

25 INNINgS

Longest major league game in baseball
history. On May 8, 1984 the Chicago White
Sox defeated the Milwaukee Brewers, 7 — 6.
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A changing industry

O Intensifying transformation

O Easing into the future

“Demographic growth is slowing
and you can’t deny it will have
an impact on the real estate
industry. Making the right
choices will be key.”



Intensifying Transformation

Slower GDP

the norm, but

contribution
by component
remains stable

Contribution by Component %
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Intensifying Transformation

Slower GDP

the norm, but

contribution
by component

remains stable
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Versus the US
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Intensifying Transformation

Nashville
Annual
Employment

Growth
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Easing into the Future
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Easing into the Future: More workers leaving the workforce

150,000 Population turning 18 and 65 by year

100,000

50,000

(50,000)
(100,000)

(150,000)
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

mAge 18 mAge 65
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“Someday, the most valuable

component of an office building
may be the data it generates.”

Dealing with disruption



|
Accelerating Digital Transformation

Real Estate Tech Financing

$6.0 500
454
450
$5.0 $5.2 400
$4.0 350
300
$3.0 $3.4 250
208
$2.9
200
$2.0 $2.5
’ 150
$1.0 100
50
$0.0 0]
2014 2015 2016 2017 2018*
mmm Disclosed funding ($Billion USD) Deals
i
pwe [

Source: CB Insights 18



|
Accelerating Digital Transformation

v Nearly $7.0 trillion asset class

v' 13.2% - real estate rental and leasing value
add contribution to GDP

v Technology attracted to fragmented nature
of the industry: Asset Management,
Brokerage, Development, Due
Diligence, Finance, Facility
Management

v Key industry companies have begun their
own investment

v' Maybe...

o |
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|
Get Smart: AI + PI

Odds are much
greater that AI
will replace
tasks you
currently do
rather than
replace you!

The promise is
that AI will
enhance PI by
Jreeing workers
to focus on more
value add tasks

B

pwc

Customer
service

Physical
tasks

« Tax preparation software

« Watson for legal and medical uses

IoT warehousing programs

Online shopping agents
Restaurant ordering kiosks
IVR call centers

Grocery store scanners
« ATMs
« Automated parking garages
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Markets to watch

d 18-hour city 3.0

“The competition for talent
makes being in the right
market of vital importance.”



| Markets to Watch

i Overall Real Estate Prospects I

#1 Dallas/Ft. Worth

#2 Brooklyn

#3 Raleigh/Durham

#4 Orlando

#5 Nashville

#6 Austin

#7 Boston

#8 Denver

#9 Charlotte

#10 Tampa/St. Petersburg

A
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What Makes Nashville #5?

and development
by property type

4 Good to Office
Excellent outlook #3
for investment / \

Retail

Industrial Multifamily

#12 #50

e T

pwc | Source: 2019 Emerging Trends in Real Estate Online Survey
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What Makes Nashville #5?

d Notjust a Capital

. Availability
desirable place to #11
tnvest, but a real /
chance that you

could

Investor
Demand

#6

Opportunity
#20 Investment

Feasibility
#2

Development Local Economy

Community
#13 #5

e T

pwc | Source: 2019 Emerging Trends in Real Estate Online Survey
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18-Hour Cities 3.0

5,050,000 5,028,431

Projected population turning 30
by year, joining the 35 million

4,950,000 already there
4,900,000
4,850,000
4,800,000
4,750,000
4,700,000
4,650,000

4,600,000

5,000,000

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
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Property type outlook

O Retail transforms

O Myth of free delivery

“The pace of change faced by
all property types is making
the future viability of each
asset increasingly important.”



| Property Type Outlook

SF housing

Industrial

Office

Hotels

MF housing

Retail

Investment

Nashville mTotal

=
=
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MF housing
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Real Estate Transforming
to a new Equilibrium

How Increased Use of Technology hy
Business and Consumers Affects
Demand for Real Estate

By Percent of Respondents
100%

80%
60%
40%

20%

0%
° Hotel Office Retail Industrial Apartment

- Increases - Has No - Decreases
Demand Effect Demand

Source: Emerging Trends in Real Estate 2004 survey.
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|
Retail Transforming to a new Equilibrium

250,000,000

Shopping center GLA (Sq.Ft)
206,136,223

added by year
200,000,000
150,000,000
25-Year Average, 112,000,000 (Sq.Ft.)
100,000,000
50,000,000
20,218,268
|
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018
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Retail Transforming to a new Equilibrium

Denver
Jacksonville

Las Vegas

Fort Lauderdale
Suburban Virginia
Orlando

Palm Beach
Phoenix

Atlanta

Charleston

Austin

Tampa-St. Petersburg
Raleigh-Durham
Oklahoma City
Nashville

Suburban Maryland
Fort Worth

Dallas

Charlotte

Houston

US Metro Total

Decrease in
retail Sq.Ft. per

0.

o

0 0.50

=
o
o

1.50 2.00 2.50 3.00
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The Myth of “Free Delivery”

An average of
30% of online
purchases will
be returned

gy .
pwc M Source:

CSCMP

$3.50
$3.00
$2.50
$2.00
$1.50
$1.00
$0.50

$0.00

$2.10

{%

Average value
of an online
purchase $82

$2.90
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Socuwal Issues

d We're all in this
together: ESG Investing

O Unlocking capacity:
Opportunity Zones

“You can say that it feels good
to follow responsible
practices, but we are seeing
more examples of it also
enhancing returns.”



The number of U.S. money
managers, asset owners and
other investment related

organizations that have signed
onto the Principles for
Responsible Investment

374

Source: Pensions & Investments

We Are All in This Together

Institutional assets invested

under environmental, social

and governance principles in
the U.S. as of 2016*

* (most current available data)

$4.73
trillion

Source of Invested Assets

Other... Found;tionﬁducational
27

institutions
6%

Labor Funds
1%

Corpora
tions
32%
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We Are All in This Together

Property
value at risk
to consistent
flooding
through 2030
by state

AK

pwc Source: Union of Concerned Scientists

. $1T +
. $250B - $1T

. $100B - $250B

C] $50B - $100B

C] To $50B
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Unlocking Capacity

O Sleeper component of the 2017 Tax Act

U Potentially stabilize and revitalize targeted
neighborhoods via tax incentives

O 8,700 census tracts have been identified by
each state’s governor

O Capital gains taxes can be deferred until
2026 if they are invested in new
construction or major rehabilitation of
projects in economically depressed areas

pwe

O If invested via designated
opportunity fund capital gains taxes
can be reduced by 10% to 100% based
on holding period

35
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Contact us

Andy Warren
Director, Real Estate Research
515 314 4264
andrew.warren@pwc.com

Download the report

pwc.com/us/etre

www.pwc.com
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