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Job Creation Poised to Accelerate 
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Texas Markets Leading; Chicago Not Far Behind 

Job Growth by Metropolitan Area 

Q3 2010-Q3 2011

Seattle 0.9%

Virginia Beach 0.9%

St. Louis 0.9%

Raleigh 1.9% Birmingham 0.8%

Jacksonville 1.8% Los Angeles 0.8%

Chicago 1.7% Charlotte 0.8%

Minneapolis-St. Paul 1.6% Hartford 0.7%

Houston 3.0% Providence 1.5% San Jose 0.7% Kansas City 0.4%

Orlando 2.8% Portland 1.5% Buffalo 0.6% Philadelphia 0.4%

San Antonio 2.8% Memphis 1.4% Riverside 0.6% Milwaukee 0.4%

Las Vegas 2.6% Louisville 1.4% Boston 0.6% San Diego 0.3%

Tampa-St. Pete 2.4% New Orleans 1.3% Pittsburgh 0.6% Baltimore 0.2%

Austin 2.4% Washington, DC 1.1% Cincinnati 0.6% San Francisco 0.2%

Oklahoma City 2.2% Miami-Ft. Lauderdale 1.1% Indianapolis 0.5% Cleveland 0.1%

Dallas-Ft. Worth 2.1% Salt Lake City 1.0% Columbus 0.5% Detroit 0.1%

Nashville 2.0% Atlanta 1.0% New York 0.5% Sacramento 0.0%

U.S. 2.0% Denver 1.0% Richmond 0.5% Phoenix -0.2%

Source: Moody's Economy.com; Heitman Research

2% + 1.0% - 1.9% 0.5% - 0.9% < 0.5%
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Job Growth by Metropolitan Area 

Q3 2010-Q3 2015

Raleigh 2.9%

Chicago 2.6% Denver 2.0%

Jacksonville 2.6% San Diego 2.0%

Tampa-St. Pete 2.5% San Jose 1.9%

Birmingham 2.5% Los Angeles 1.9%

Minneapolis-St. Paul 2.5% Washington, DC 1.9%

Louisville 2.4% Sacramento 1.9%

Providence 2.4% New York 1.9%

Portland 2.4% San Francisco 1.9%

Phoenix 2.3% Philadelphia 1.8%

New Orleans 2.3% Kansas City 1.8%

Miami-Ft. Lauderdale 2.2% Columbus 1.8%

Austin 3.7% Salt Lake City 2.2% St. Louis 1.8% Milwaukee 1.6%

Las Vegas 3.5% Riverside 2.2% Charlotte 1.8% Cincinnati 1.6%

Atlanta 3.4% Nashville 2.2% Pittsburgh 1.8% Cleveland 1.6%

San Antonio 3.4% Oklahoma City 2.2% Virginia Beach 1.8% Boston 1.6%

Houston 3.3% U.S. 2.1% Indianapolis 1.8% Baltimore 1.5%

Dallas-Ft. Worth 3.1% Seattle 2.1% Richmond 1.8% Hartford 1.4%

Orlando 3.0% Memphis 2.1% Buffalo 1.8% Detroit 1.2%

Source: Moody's Economy.com; Heitman Research

3% + 2.1%-2.9% 1.8%-2.0% < 1.8%

That Relationship Holds Over Five-Year Forecast
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We’ve Made Some Progress on Deleveraging
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But Interest Rates Will Rise with Faster Growth

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

6.0%

7.0%

8.0%

9.0%

10.0%

Ten-Year Treasury Yield

U.S.  1990-2012

Source: Economy.com; Heitman Research

forecast



7

Cap Rates Back Down For Now
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Transactions Happening Again; More to Come
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Vacancy Has Peaked Across All Sectors
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But NOI A Different Story
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Apartments Leading the Recovery
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Solid Improvement Relative to 2009

-7.0%

-5.0%

-3.0%

-1.0%

1.0%

3.0%

5.0%

7.0%

9.0%

2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Apartment Effective Rent vs. Vacancy

U.S.  1996-2010 (Q3)

Average Vacancy (%)

Effective Rent (% change from 

four quarters prior)

Source: Axiometrics; Heitman Research



14

U.S. Demographic Landscape Favors Apts
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Demographics/Economics

Favor Student Housing Too
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Industrial Vacancy Has Peaked
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Industrial Demand Drivers Weak in 2009…

Intermodal rail Bigger boxes
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…But 2010 Dramatically Improved
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Retail Starting to Rebound; 

Strong Will Get Stronger
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Retailers Profitable Again and Expanding
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Solid Growth in Holiday Sales
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Original forecast was 3.5%. Expectations

grew to 4%+ as the season unfolded but 
winter storms and  a short Thanksgiving-

Chrismas period constrained growth.
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E-Commerce Has Gained Market Share But …
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% of Total Sales

E-Commerce sales accounted 

for 4.2% of non-auto retail sales 

as of September 31, 2010.  

When e-commerce took off a 

decade ago, analysts predicted 

it would have a 10% share of 

total retail sales by now
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E-commerce’s Greatest Impact in 

Categories That Can Be Digitized
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Office Market Beginning the Long Climb Back
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Recovery Starting in Suburban Office Markets
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Office Employment Expanding But …

-9.0%

-7.5%

-6.0%

-4.5%

-3.0%

-1.5%

0.0%

1.5%
M

0
1

M
0

2

M
0

3

M
0

4

M
0

5

M
0

6

M
0

7

M
0

8

M
0

9

M
1

0

M
1

1

M
1

2

M
0

1

M
0

2

M
0

3

M
0

4

M
0

5

M
0

6

M
0

7

M
0

8

M
0

9

M
1

0

M
1

1

M
1

2

M
0

1

M
0

2

M
0

3

M
0

4

M
0

5

M
0

6

M
0

7

M
0

8

M
0

9

M
1

0

2008 2009 2010

Office Employment:

Annualized 3-Month Change in Rolling 3-Month Average 

Total Office 

Total less 
Temp Help

Source: U.S. BLS; Heitman Research



27

Medical Office Hurt Less in Recession; 

Will Recover Ahead of Commercial Office
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Medical Office A Clear Winner 
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Senior Housing:

Yes the Baby Boom is Aging But …
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 Improving economy but choppy (not consistent upward movement)

 Inflation will be a hot topic but risk of it is more mid term than near term

 Regional economics matter again

 2011 will see continued, accelerated recovery in U.S. property

 Construction will commence in safe markets but stay dormant in most 

markets

 Transaction volume will rise sharply and geography of transactions will 

expand, led by the REITs

 Distressed properties coming to market in greater numbers. This will 

continue in 2011

 Spreads will tighten as interest rates rise, assuming rate increase sparked 

by intensifying economic recovery

 Mispricing, if it exists, could disappear by mid year given volume of capital 

available to invest

Concluding Thoughts


