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In the wake of the Great
Financial Crisis, certain
metros in the Sand States
suffered disproportionally.
It may not be as bad

this time.

Perhaps one of the most
famous opening lines of any
novel ever written is: “All
happy families are alike; each
unhappy family is unhappy
in its own way.” Leo Tolstoy’s
rhetorical flourish with which
he began his 1877 novel Anna
Karenina emphasizes that there
are many factors which can
cause a negative outcome; that,
although outwardly unhappy
families may appear sad, the
causes and the manifestation of
the misery are disparate.

Likewise, recessions all appear
harsh; but their causes and
magnitude, and impact on
individual sectors vary.

One of the primary causes of the
Global Financial Crisis (GFC)
of 2008-09 was the housing
bust, which had a particularly
negative impact on the boom
economies of Phoenix, Las
Vegas, Inland Empire!, Tampa,
Miami and other markets in
Florida, Arizona, Nevada, and
California (the Sand States?).
Conversely, the unique COVID-
induced recession had a positive
impact on housing values and
on commercial real estate. The
next recession may be different.
It is possible that the impact
on the economy, housing,
and commercial real estate of
certain markets will be similar
in direction but not necessarily
in magnitude due to changed
employment concentrations.

According to the Case-Shiller
index of home prices, Las
Vegas, Phoenix, Miami, and
Tampa represented four of the
five’> worst affected housing
markets during the GFC. In
terms of multifamily housing,
Phoenix, Inland Empire, and
Tampa represented three of
the top five markets by value
decline from peak to trough
during the GFC.

In the case of both home prices
and apartment valuations, these
markets experienced peak to
trough declines almost double
the national average.

The GFC caused a bust in
the booming economies of
Phoenix, Las Vegas, Inland
Empire, Tampa, and Miami,
among others. These markets
were hit particularly hard in
the housing sector, both single
family and multifamily.
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EXHIBIT 1: CASE-SHILLER HOME PRICE INDEX AND
NCREIF MARKET VALUE INDICES (GFC PEAK TO
TROUGH DECLINE)

Sources: Case-Shiller S&P Dow Jones Indices. As of August 2022. NCREIF Market Value
Indices. As of Q3 2022.

Case-Shiller Home Price Index NCREIF Market Value Indices
GFC Peak to Trough Decline GFC Peak to Trough Decline

% Peak Trough % Peak Trough
Metro Area Decline Quarter Quarter Metro Area Decline Quarter Quarter
Las Vegas -61.6% Apr 2006  Jan 2012 Bridgeport/Stamford -42.8% 4Q07 4Q09
Phoenix -56.4% May 2006  Aug 2011 Phoenix -39.5% 3Q07 4Q09
Miami -51.0% Feb 2007  Nov 2011 West Palm Beach -36.6% 3Q07 4Q09
Detroit -47.7% Mar 2006  Apr 2011 Las Vegas -36.3% 1Q08 2Q10
Tampa -47.6% May 2006  Nov 2011 Riverside/San Bernardino -35.8% 4Q07 4Q09
San Francisco -45.3% Mar 2006 May 2009 San Francisco -34.2% 3Q08 1Q10
San Diego -42.2% Mar 2006 May 2009 Miami -34.0% 3Q07 4Q09
Los Angeles -41.5% Apr 2006  May 2009 Newark, NJ -32.7% 2Q08 1Q10
Chicago -37.5% Mar 2007  Apr 2012 Oakland, CA -31.8% 1Q08 4Q09
Atlanta -37.4% Apr 2007 Mar 2012 Los Angeles -31.4% 1Q08 4Q09
Minneapolis -36.6% Apr 2006  Mar 2011 Orange County, CA -30.6% 2Q08 1Q10
Washington, D.C. -32.9% Mar 2006  Apr 2009 Tampa/St. Petersburg -30.5% 2Q07 4Q09
Seattle -30.5% May 2007 Dec 2011 San Jose, CA -29.9% 2Q08 3Q09
Portland -29.0% Apr 2007  Mar 2012 Orlando -29.8% 3Q07 4Q09
United States -26.0% Feb 2007 Feb 2012 Atlanta -29.7% 1Q08 1Q10
New York -25.9% May 2006 Mar 2012 Seattle -29.7% 3Q08 1Q10
Cleveland -21.4% Jan 2006  Feb 2012 Baltimore -29.3% 4Q07 4Q09
Charlotte -17.9% Aug 2007  Jan 2012 Fort Lauderdale -29.0% 1Q08 1Q10
Boston -17.7% Nov 2005  Apr 2009 Portland, OR -29.0% 3Q08 1Q10
Denver -11.6% Mar 2006  Feb 2009 Charlotte -28.7% 3Q08 1Q10
Dallas -9.5% Apr 2007 May 2011 Philadelphia -27.5% 1Q08 4Q09
Boston -25.5% 4Q07 4Q09
Salt Lake City -24.6% 3Q08 1Q10
United States -24.6% 2Q08 4Q09
Denver -24.3% 2Q08 4Q09

In this analysis, we focus on the five large
Sand State markets of Phoenix, Las Vegas,
Inland Empire, Tampa, and Miami that
suffered in the wake of the GFC of 2008-
2009 and explore if the past is likely to be
repeated based on certain factors that render
these markets different than they have

been in the past.
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One key reason for this bust may be related to Sand State
metro’s disproportionate reliance on construction jobs prior to
the GFC. A concentration of construction jobs was particularly
problematic during the GFC because of the industry’s inherent
correlation with the housing market. Growing home values led
to more homebuilding and demand for construction labor. When
home values declined, so did demand for construction labor,
which disproportionately impacted places with a greater share
of construction jobs. As of September 2022, the construction
industry makes up a smaller share of the employment base
(Exhibit 2), where declines are noticeable in Las Vegas, Inland
Empire, Phoenix, and other Sand State metros.

Since the GFC, the economies of these markets have become more
diversified, particularly away from the construction sector, so EXHIBIT 2: CONSTRUCTION INDUSTRY EMPLOYMENT
the magnitude of a future setback or bust should be more muted. LQ (PRE-GFC AND NOW)

Therefore, the magnitude of the negative impact on the economic  Source: US Bureau of Labor Statistics; New York Life Real Estate Investors Strategy &
health, housing and commercial real estate values of their Research Groupanalysis. As of September 2022.

respective metros will likely be less than it was during the GFC.

. ) Construction Industry Employment LQ
In this analysis, we focus on the five large Sand State markets Pre-GFC and Now

of Phoenix, Las Vegas, Inland Empire, Tampa, and Miami that ) )
suffered in the wake of the GFC and explore if the past is likely Location Quotient

to be repeated based on certain factors that render these markets Metro Ares Sep2006 Sep2022  Delta
different than they have been in the past. Las Vegas 2.05 1.38 -0.67
Riverside/San Bernardino 1.75 1.30 -0.44
Phoenix 1.64 1.23 -0.41
Bakersfield 1.47 1.07 -0.40
Orlando 1.49 1.09 -0.40
Tucson, AZ 1.30 0.91 -0.39
Reno 1.86 1.62 -0.24
Fresno 1.29 1.08 -0.21
Miami/Ft. Lauderdale/WPB 1.21 1.01 -0.20
Jacksonville 1.41 1.23 -0.18
Tampa 1.32 1.15 -0.17
Atlanta 1.01 0.85 -0.16
San Diego 1.23 1.13 -0.10
Orange County, CA 1.21 1.12 -0.09
Chicago 0.86 0.78 -0.08
New Orleans 1.1 1.06 -0.04
San Antonio 1.01 0.97 -0.04
Birmingham, AL 1.13 1.1 -0.02
San Francisco/Oakland 1.02 1.01 -0.02
United States 1.00 1.00 0.00
San Jose, CA 0.93 0.95 +0.02
Los Angeles 0.81 0.83 +0.02
Sacramento 1.39 1.46 +0.06
Indianapolis 1.02 1.09 +0.07
Providence 0.88 0.95 +0.07
Seattle 1.20 1.29 +0.08
Oklahoma City 0.80 0.89 +0.08
Houston 1.32 1.42 +0.10
Baton Rouge 1.78 1.90 +0.12
Milwaukee 0.73 0.87 +0.14
Pittsburgh 0.90 1.05 +0.15
Portland, OR 1.12 1.31 +0.19
Rochester 0.64 0.89 +0.25
Tulsa 0.88 1.14 +0.26
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PHOENIX

Phoenix was one of the epicenters of the housing crash that
precipitated the GFC. In the three years prior to the peak, home
values in Phoenix increased 89.6%, the highest among the twenty
markets tracked by the Case-Shiller Index. In the wake of the GFC,
Phoenix home values declined -56.4% from peak to trough; the
second lowest behind Las Vegas. This compares to the US, where
home values rose only 28.9% in the three years leading up to the

national housing market peak in February 2007, and subsequently
fell -26.0% from peak to trough.

In the run-up to the GFC, growth in home values in Phoenix
reached a peak in September 2005, when home values increased
+49.3% on a year-over-year basis. In the trough of the GFC,
Phoenix home values reflected a decline of -36.0% year-over-year.

During the GFC, the value of institutional apartment properties
in Phoenix experienced similar dynamics to home values. Phoenix
apartment property values increased 31.3% year-over-year at its
peak, before declining -33.0% year-over-year during the trough.
By Q3 2022, Phoenix apartment values were up 27.6% year-over-
year, which is nearly double the rate of the US.

EXHIBIT 3: PHOENIX METRO AREA CASE-SHILLER
HOME PRICE INDEX (FEBRUARY 2020)

Source: Case-Shiller S&P Dow Jones Indices. As of August 2022.
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EXHIBIT 4: PHOENIX METRO AREA CASE-SHILLER
HOME PRICE INDEX (% YOY VALUE CHANGE)
Source: Case-Shiller S&P Dow Jones Indices. As of August 2022.
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EXHIBIT 5: PHOENIX METRO AREA CONSTRUCTION
INDUSTRY LQ

Source: US Bureau of Labor Statistics; New York Life Real Estate Investors Strategy
& Research Group.
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EXHIBIT 6: PHOENIX METRO AREA APARTMENT
SECTOR NCREIF MVI (% YOY VALUE CHANGE)
Source: NCREIF Market Value Indices. As of Q3 2022.
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Are Phoenix housing and apartment prices likely to decline in
a similar fashion during a possible 2022-23 recession? One
indicator may be in comparing the concentration of construction
jobs in 2006 and 2022. The LQ for the construction sector was
1.74 on the eve of the housing crisis (February 2006). However, as
of September 2022 it had declined to 1.23. The Phoenix economy
has diversified and is not as reliant on construction jobs and the
housing industry as it was in the past. Phoenix was so reliant on
the construction industry that nearly one out of every ten workers
were employed in the construction sector.

EXHIBIT 7: PHOENIX METRO AREA EMPLOYMENT BY INDUSTRY

Source: US Bureau of Labor Statistics; New York Life Real Estate Investors Strategy
& Research Group analysis. Data not seasonally adjusted. As of September 2022.

Phoenix Metro Area - Employment by Industry

Workers (000s) % Share of Workers | Location Quotient
Industry Sep 2006 Sep 2022 Growth | Sep 2006 Sep 2022 | Sep 2006 Sep 2022
Total Nonfarm 1,903 2,323 22.1% | 100.0% 100.0% 1.00 1.00
Mining, Logging and Construction 184 150 -18.7% 9.7% 6.6% 1.53 1.16
Mining and Logging 3 3 6.9% 0.2% 0.1% 0.30 0.32
Construction 181 147 -19.1% 9.5% 6.3% 1.64 1.23
Manufacturing 141 150 6.6% 7.6% 6.6% 0.71 0.77
Durable Goods 114 110 -3.3% 6.0% 4.7% 0.91 0.90
Non-Durable Goods 27 40 46.7% 1.4% 1.7% 0.38 0.54
Wholesale Trade 87 87 0.3% 4.6% 3.8% 1.07 0.97
Retail Trade 224 251 11.7% 11.8% 10.8% 1.06 1.05
Transportation, Warehousing, and Utilities 66 19 82.3% 3.4% 5.1% 0.93 1.12
Transportation and Warehousing 57 1 95.6% 3.0% 4.8% 0.91 1.13
Utilities 9 8 -5.8% 0.5% 0.3% 1.13 0.99
Information 32 43 35.6% 1.7% 1.8% 0.75 0.92
Financial Activities 157 216 37.7% 8.2% 9.3% 1.34 1.59
Professional and Business Services 325 387 19.0% 17.1% 16.7% 1.31 1.14
Education and Health Services 203 370 81.9% 10.7% 15.9% 0.80 0.99
Leisure and Hospitality 179 233 29.9% 9.6% 10.0% 0.97 0.96
Other Services 71 71 1.0% 3.7% 3.1% 0.94 0.82
Government 235 248 5.2% 12.4% 10.7% 0.77 0.73

The economy has since diversified and, as is true across the US,
the transportation and warehousing (TW) sector has increased
substantially. In Phoenix, the growth reflects a nearly 96% increase
between 2006 and 2022. During that time, the Financial Activities
LQ increased from 1.34 to 1.59. The economic downturn that
Phoenix would likely experience during a recession would likely
be of a lower order of magnitude than that which was experienced
during the GFC.
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LAS VEGAS

Similar to Phoenix, Las Vegas also experienced a pronounced
housing boom which burst in the wake of the GFC. In the three
years prior to the peak, home values in Las Vegas increased 88.2%,
before declining -61.6% in the wake of the GFC. This peak to
trough decline represents the worst of the 20 markets tracked by
the Case-Shiller Index. (As noted earlier, in the US, home values
rose 28.9% in the three years leading up to the national housing

market peak in February 2007, but subsequently fell -26.0% from
peak to trough.)

In the run-up to the GFC, growth in home values in Las Vegas
reached a peak in September 2004, when home values increased
+53.2% on a year-over-year basis. In the trough of the GFC, Las
Vegas home values declined -33.0% year-over-year.

Institutional apartment properties also experienced a value run-
up and subsequent value decline. Apartment values in Las Vegas
increased 30.4% year-over-year at its peak in Q2 2006, before
declining -28.0% year-over-year during the trough in Q3 2009.
By September 2022, Las Vegas apartment values were up 25.1%
year-over-year, above the national rate.

EXHIBIT 8: LAS VEGAS METRO AREA CASE-SHILLER
HOME PRICE INDEX (FEBRUARY 2020)

Source: Case-Shiller S&P Dow Jones Indices. As of August 2022.

EXHIBIT 10: LAS VEGAS METRO AREA CONSTRUCTION
INDUSTRY LQ

Source: US Bureau of Labor Statistics; New York Life Real Estate Investors Strategy
& Research Group.
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Beginning with the
COVID-19 pandemic,
the surge in demand
for e-commerce goods
resulted in accelerated
demand for logistics
space and substantial
growth in the TW
employment sector.

On the eve of the housing crisis, the construction industry made
up a disproportionately large portion of the workforce in Las
Vegas. In February 20035, the LQ for the construction sector was
2.24, representing 12% of nonfarm payrolls. BySeptember 2022,
the construction industry LQ had fallen to 1.38, or about 7% of
jobs. This represents the largest reduction in concentration of any
major job sector in Las Vegas. Conversely, Reno, another Nevada
market, has experienced lesser employment diversification away
from construction, having an LQ of 1.86 in September 2006 and
1.62 in September 2022.

In addition to the construction industry, there are other ways the
composition of employment in Las Vegas differs today relative to
before the GFC. The TW sector is much larger in 2022—nearly
double as a share of jobs compared to 2006. Although extraordinary
employment growth in this sector is true across the US, growth
in Las Vegas has outpaced the nation, with an increase in LQ
from 1.06 in September 2006 to 1.52 in September 2022. This
includes overflow demand from tight southern California markets
of Los Angeles, Orange County, and Inland Empire. Las Vegas has
also experienced small gains in sectors such as education/health
services (LQ from 0.49 to 0.67), financial activities (0.90 to 0.92),
and professional and business services (0.96 to 1.00).

The leisure and hospitality
industry, the largest single
industry in  Las  Vegas,
represented an LQ of 3.06 and
29.7% of jobs in September
2006. By September 2022,
it had an LQ of 2.51, and
represented 26.1% of jobs. The
COVID pandemic has likely
contributed to this reduction.
Nonetheless, with more than a
quarter of all jobs in leisure and
hospitality, the sector continued
to dominate the employment
landscape of Las Vegas.

EXHIBIT 12: LAS VEGAS METRO AREA EMPLOYMENT BY INDUSTRY

Source: US Bureau of Labor Statistics; New York Life Real Estate Investors Strategy
& Research Group analysis. Data not seasonally adjusted. As of September 2022.

Las Vegas Metro Area - Employment by Industry

Workers (000s) % Share of Workers | Location Quotient
Industry Sep 2006 Sep 2022 Growth | Sep 2006 Sep 2022 |Sep 2006 Sep 2022
Total Nonfarm 925 1,067 15.3% | 100.0% 100.0% 1.00 1.00
Mining, Logging and Construction 1M1 76 -31.1% 11.9% 7.1% 1.89 1.28
Mining and Logging 1 0 -20.0% 0.1% 0.0% 0.11 0.09
Construction 110 76 -31.2% 11.9% 7.1% 2.05 1.38
Manufacturing 28 29 5.8% 3.0% 2.7% 0.29 0.33
Durable Goods 18 17 -8.8% 2.0% 1.6% 0.30 0.30
Non-Durable Goods 10 13 33.7% 1.0% 1.2% 0.27 0.37
Wholesale Trade 24 25 5.0% 2.6% 2.3% 0.60 0.61
Retail Trade 97 112 15.2% 10.5% 10.5% 0.95 1.03
Transportation, Warehousing, and Utilities 36 71 100.8% 3.8% 6.7% 1.04 1.46
Transportation and Warehousing 32 69 113.0% 3.5% 6.4% 1.06 1.52
Utilities 3 3 -18.2% 0.4% 0.3% 0.89 0.72
Information 11 11 0.9% 1.2% 1.0% 0.55 0.53
Financial Activities 51 57 12.8% 5.5% 5.4% 0.90 0.92
Professional and Business Services 115 156 35.0% 12.5% 14.6% 0.96 1.00
Education and Health Services 61 115 89.1% 6.6% 10.8% 0.49 0.67
Leisure and Hospitality 275 279 1.5% 29.7% 26.1% 3.06 2.51
Other Services 26 29 11.8% 2.8% 2.7% 0.70 0.72
Government 92 107 15.5% 10.0% 10.0% 0.62 0.68
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INLAND EMPIRE

Although the Case Shiller Home Price Index does not track the
Inland Empire metro area, we can still observe the value decline
that occurred for institutional apartment properties.

EXHIBIT 13: INLAND EMPIRE METRO AREA APARTMENT
SECTOR NCREIF MVI (% YOY VALUE CHANGE)

Source: NCREIF Market Value Indices. As of Q3 2022.
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During the GFC, apartments
in Riverside-San Bernardino
“Inland Empire” experienced
value growth of 19.1% year-
over-yearatitspeakinQ42005,
before declining -32.1% vyear-
over-year during the trough in
Q3 2009. By Q3 2022, Inland
Empire apartment values were
up 22.7% on a year-over-year
basis, greater than the US as
a whole.

Are Inland Empire housing
and apartment prices likely to
decline in a similar fashion in
a possible 2022-23 recession?

Like the two  previously
discussed markets, the
construction industry was also
overrepresented in the workforce
of Inland Empire prior to the
GFC. The LQ was 1.88 on
the eve of the housing crisis
(February 2006). However, by
September 2022, the LQ had
declined to 1.30. As a share
of total jobs, the construction
industry declined from 10.1%
in 2006, to 6.7% in 2022, or
a decline of about -14% in the
actual number of jobs.

The Inland Empire economy has
diversified over this period and is
less reliant on construction jobs
and the housing industry as it
was in the past. Bakersfield and
Fresno, two additional metro
areas located in California, also
experienced similar employment
diversification =~ away  from
construction jobs, with LQs
that have fallen from 1.47 and
1.29 in September 2006 down
to 1.07 and 1.08, respectively in
September 2022.

In addition to employment
diversification  away  from
construction  labor, Inland
Empire has been the beneficiary
of extraordinary growth in the
demand for TW workers. From
2006 to 2022, the TW sector
in Inland Empire grew 254%,
increasing as a share of all jobs
from 4.7% to 12.9%. Prior to
the GFC, the sector had an LQ
of 1.43, which even in 2006 was
an overconcentration relative to
the nation.

Southern California has long
been a region with a greater
preponderance  of  logistics
properties due to its proximity
to the ports of Los Angeles
and Long Beach, which each
individually are the largest
two ports in the US. Because
Riverside and San Bernardino
counties are inland (as the
name suggests) and further
from the ports, less expensive
land and labor costs render this
market desirable. In addition
to warehouse and distribution
center jobs, transportation jobs
in trucking, rail, and other
categories accompany this form
of economic activity.

Beginning with the COVID-19
pandemic, the surge in demand
for e-commerce goods resulted
in accelerated demand for
logistics space and substantial
growth in the TW employment
sector. In September 2022,
the LQ for Transportation
and Warehousing was 3.04,
the highest in the nation and
a substantial increase from
pre-GFC, the highest increase
among metro areas tracked by
the Bureau of Labor Statistics.
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EXHIBIT 14: INLAND EMPIRE METRO AREA
CONSTRUCTION INDUSTRY LQ
Source: US Bureau of Labor Statistics; New York Life Real Estate Investors Strategy
& Research Group.
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EXHIBIT 15: INLAND EMPIRE METRO AREA EMPLOYMENT BY INDUSTRY

Source: US Bureau of Labor Statistics; New York Life Real Estate Investors Strategy & Research Group analysis.
Data not seasonally adjusted. As of September 2022.

Inland Empire Metro Area - Employment by Industry

% Share of Workers

Workers (000s)

Location Quotient

Industry Sep 2006 Sep 2022 Growth | Sep 2006 Sep 2022 | Sep 2006 Sep 2022
Total Nonfarm 1,286 1,665 29.4% | 100.0% 100.0% 1.00 1.00
Mining, Logging and Construction 132 113 -14.1% 10.2% 6.8% 1.62 1.22
Mining and Logging 1 1 -7.1% 0.1% 0.1% 0.21 0.19
Construction 130 112 -14.1% 10.1% 6.7% 1.75 1.30
Manufacturing 124 99 -19.8% 9.6% 5.9% 0.93 0.71
Durable Goods 87 62 -28.8% 6.7% 3.7% 1.03 0.71
Non-Durable Goods 37 37 1.4% 2.9% 2.2% 0.76 0.70
Wholesale Trade 54 71 30.8% 4.2% 4.3% 0.98 1.10
Retail Trade 172 181 5.5% 13.4% 10.9% 1.20 1.06
Transportation, Warehousing, and Utilities 66 219 231.4% 5.1% 13.2% 1.39 2.87
Transportation and Warehousing 61 214 254.4% 4.7% 12.9% 1.43 3.04
Utilities 6 5 -12.3% 0.4% 0.3% 1.11 0.85
Information 16 10 -36.1% 1.2% 0.6% 0.55 0.30
Financial Activities 51 46 -9.6% 4.0% 2.8% 0.65 0.47
Professional and Business Services 145 178 22.7% 11.3% 10.7% 0.87 0.73
Education and Health Services 141 267 90.0% 10.9% 16.0% 0.82 1.00
Leisure and Hospitality 126 182 44.3% 9.8% 11.0% 1.01 1.05
Other Services 42 45 8.4% 3.2% 2.7% 0.82 0.73
Government 219 253 15.6% 17.0% 15.2% 1.06 1.04

Consequently, because the Inland Empire economy is more
diversified, principally away from the construction industry, the
negative effects may be muted relative to during the GFC.
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TAMPA

Tampa is another example of a market that experienced a more
severe housing boom and bust than the rest of the nation during
the GFC. In the three years prior to the pre-GFC peak, home
values in Tampa increased 73.0%, before declining -47.6% in the
wake of the GFC. In the US as a whole, home values rose 28.9% in
the three years leading up to the national housing market peak in
February 2007, but subsequently fell -26.0% from peak to trough.

EXHIBIT 16: TAMPA METRO AREA CASE-SHILLER
HOME PRICE INDEX (FEBRUARY 2020)
Source: Case-Shiller S&P Dow Jones Indices. As of August 2022.
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EXHIBIT 17: TAMPA METRO AREA CASE-SHILLER
HOME PRICE INDEX (% YOY VALUE CHANGE)
Source: Case-Shiller S&P Dow Jones Indices. As of August 2022.
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The Tampa economy has diversified
away from construction jobs and is
not as reliant on them or the housing
industry as it was in the past.

In the run-up to the GFC,
growth in home values in Tampa
reached a peak in November
2005, when home values
increased +30.7% on a year-
over-year basis. At the lowest
point of the GFC, Tampa home
values had declined -23.3%
year-over-year.

During the GFC, the value
of  institutional  apartment
properties in Tampa experienced
similar dynamics to home
values.  Tampa  apartment
property values increased 35%
year-over-year at its peak in
Q1 2006, before declining
-25.1% year-over-year during
the trough in Q3 2009. By Q3
2022, Tampa apartment values
were up 29.4% year-over-year,
nearly double the rate of growth
in the US.

Are Tampa housing and
apartment prices likely to
decline in a similar fashion in a
possible 2022-23 recession?

The theme of a reduction in the
concentration of construction
jobs in Sand State markets since
pre-GFC is true in Tampa as
well. The construction industry
LQ was 1.40 on the eve of the
housing crisis (February 2006).
However, as of September
2022 it has declined to 1.15.
As a share of all jobs, this is a
decline from 7.7% to 6.0%.
This demonstrates that the
Tampa economy has diversified
away from construction jobs
and is not as reliant on them or
the housing industry as it was in
the past. This employment shift
in Tampa is also characteristic
of other metro areas in
Florida, a Sand State, including
Orlando, Miami, Tampa, and
Jacksonville. Orlando, which
had the heaviest reliance on
construction labor, has also
seen the greatest improvement
with job LQ down from 1.49
in September 2006 to 1.09 in
September 2022.
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In addition to a smaller construction industry, Tampa has seen
the manufacturing (both durable and non-durable goods) industry
decline in size, as well as the Information sector. Conversely, the
financial activities jobs sector has grown from an LQ of 1.37 to
1.58. Although the number of transportation, warehousing, and
utilities jobs increased nearly 50% from 2006 to 2022, the LQ
only increased from 0.67 to 0.68.

Of the four major Florida metro areas, Tampa has the lowest
TW LQ, perhaps reflecting the geographic logistical challenges
of the Tampa-St. Petersburg-Clearwater, FL metro area and its
non-central Florida location. Tampa has a port that services both
passenger cruise and cargo traffic. As a cargo port, the Port of
Tampa Bay handled 181,000 TEUs* in fiscal year 2021, only
about 4% of the traffic that major US ports such as Long Beach or
New York/New Jersey processed during that time.

EXHIBIT 18: TAMPA METRO AREA CONSTRUCTION
INDUSTRY LQ

Source: US Bureau of Labor Statistics; New York Life Real Estate Investors Strategy
& Research Group.
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EXHIBIT 19: TAMPA METRO AREA APARTMENT
SECTOR NCREIF MVI (% YOY VALUE CHANGE)
Source: NCREIF Market Value Indices. As of Q3 2022.
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EXHIBIT 20: TAMPA METRO AREA EMPLOYMENT BY INDUSTRY

Source: US Bureau of Labor Statistics; New York Life Real Estate Investors Strategy & Research Group
analysis. Data not seasonally adjusted. As of September 2022.

Tampa Metro Area - Employment by Industry

Workers (000s) % Share of Workers Location Quotient

Industry Sep 2006 Sep 2022 Growth | Sep 2006 Sep 2022 |Sep 2006 Sep 2022
Total Nonfarm 1,237 1,476 19.4% 100.0% 100.0% 1.00 1.00
Mining, Logging and Construction 95 88 -7.7% 7.7% 6.0% 1.22 1.07
Mining and Logging 1 0 -50.0% 0.0% 0.0% 0.09 0.05
Construction 95 88 -7.4% 7.7% 5.9% 1.32 1.15
Manufacturing 79 72 -8.9% 6.4% 4.9% 0.61 0.58
Durable Goods 52 49 -7.1% 4.2% 3.3% 0.65 0.63
Non-Durable Goods 26 23 -12.5% 2.1% 1.6% 0.56 0.49
Wholesale Trade 53 62 16.1% 4.3% 4.2% 1.01 1.09
Retail Trade 150 167 1M.7% 12.1% 11.3% 1.09 1.1
Transportation, Warehousing, and Utilities 31 46 49.5% 2.5% 3.1% 0.67 0.68
Information 32 29 -9.2% 2.6% 1.9% 1.16 0.98
Financial Activities 104 136 31.1% 8.4% 9.2% 1.37 1.58
Professional and Business Services 201 275 36.9% 16.2% 18.6% 1.25 1.27
Education and Health Services 162 230 41.8% 13.1% 15.6% 0.99 0.97
Leisure and Hospitality 132 170 29.0% 10.6% 11.5% 1.10 1.10
Other Services 47 50 6.2% 3.8% 3.4% 0.95 0.90
Government 152 153 0.3% 12.3% 10.3% 0.77 0.71
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MIAMI

In addition to Tampa, Miami experienced a severe housing boom
and bust during the GFC. In the three years prior to the pre-GFC
peak, home values in Miami increased 67.5%, before declining
-51.0% in the wake of the GFC. In the US as a whole, home values
rose 28.9% in the three years leading up to the national housing
market peak in February 2007, but subsequently fell -26.0% from

peak to trough.

EXHIBIT 21: MIAMI METRO AREA CASE-SHILLER
HOME PRICE INDEX (FEBRUARY 2020)
Source: Case-Shiller S&P Dow Jones Indices. As of August 2022.
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In the run-up to the GFC,
growth in home values in Miami
reached a peak in November
2005, when home values
increased +32.3% on a year-
over-year basis. At the trough
point of the GFC, Miami home
values had declined -29.5%
relative to a year prior.

During the GFC, the value
of institutional apartment
properties in Miami
experienced similar dynamics
to  home values. Miami
apartment property values
increased 28.7% year-over-year
at its peak in Q4 2006, before
declining -29.1% year-over-year
during the trough in Q3 2009.
By Q3 2022, Miami apartment
values were up 28.4% vyear-
over-year, outperforming the
nation as a whole.

163.3

Are Miami housing and
apartment prices likely to
decline in a similar fashion in
a possible 2022-23 recession?
The theme of a reduction in the
concentration of construction
jobs in Sand State markets since
pre-GFC is true in Miami as
well. The construction industry
LQ was 1.28 on the eve of the
housing crisis (February 2007).
However, by September 2022 it
had declined to 1.01. As a share
of all jobs, this is a decline
from 7.0% to 5.2%. This
demonstrates that the Miami
economy has diversified away
from construction jobs and is
not as reliant on them or the
housing industry as it was in
the past. As noted earlier, this
employment shift in Miami
is also characteristic of other
metro areas in Florida.

EXHIBIT 22: MIAMI METRO AREA CASE-SHILLER
HOME PRICE INDEX (% YOY VALUE CHANGE)
Source: Case-Shiller S&P Dow Jones Indices. As of August 2022.
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A

In the run-up to the GFC, growth

in home values in Miami reached a
peak in November 2005, when home
values increased +32.3% on a year-
over-year basis.

v

At the trough point of the GFC,
Miami home values had declined
-29.5% relative to a year prior.
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EXHIBIT 23: MIAMI METRO AREA CONSTRUCTION
INDUSTRY LQ

Source: US Bureau of Labor Statistics; New York Life Real Estate Investors Strategy
& Research Group.
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Financial services, tech firms, and
adjacent PBS companies have created
or increased their presence in the
Miami metro area.

EXHIBIT 24: MIAMI METRO AREA APARTMENT SECTOR
NCREIF MVI (% YOY VALUE CHANGE)
Source: NCREIF Market Value Indices. As of Q3 2022.
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Miami’s manufacturing employment base has also declined,
from an LQ of 1.21 in 2006 to 1.01 in 2022. The Professional
and Business Services sector has grown from 15.3% of all jobs in
2006, to 17.3% in 2022. Although, the financial activities sector
share of jobs declined between 2006 and 2022, announcements
from financial firms relocating or increasing their presence in the
Miami area means the number of these jobs will likely increase.
In June, Chicago-based Citadel Securities announced plans to
move its headquarters to Miami. This announcement comes after
other financial services, tech firms, and adjacent PBS companies
created or increased their presence in the Miami metro area.

Similar to elsewhere in the country, the number of TW jobs
increased substantially over the past decade. This is particularly
true in Miami, which has grown as a logistics hub for a rapidly
growing population. With that, has come a 66.6% increase in
transportation, warehousing, and utilities jobs between 2006
and 2022.

EXHIBIT 25: MIAMI METRO AREA EMPLOYMENT BY INDUSTRY

Source: US Bureau of Labor Statistics; New York Life Real Estate Investors Strategy
& Research Group analysis. Data not seasonally adjusted. As of September 2022.

Miami Metro Area - Employment by Industry

Workers (000s) % Share of Workers | Location Quotient

Industry Sep 2006 Sep 2022 Growth | Sep 2006 Sep 2022 | Sep 2006 Sep 2022
Total Nonfarm 2,402 2,825 17.6% | 100.0% 100.0% 1.00 1.00
Mining and Logging 1 1 12.5% 0.0% 0.0% 0.06 0.08
Construction 168 147 -12.9% 7.0% 5.2% 1.21 1.01
Manufacturing 102 96 -5.4% 4.2% 3.4% 0.41 0.40
Wholesale Trade 146 156 7.0% 6.1% 5.5% 1.42 1.43
Retail Trade 300 329 9.6% 12.5% 11.6% 1.12 1.14
Transportation, Warehousing, and Utilities 94 157 66.6% 3.9% 5.6% 1.07 1.21
Information 52 53 3.1% 21% 1.9% 0.98 0.95
Financial Activities 184 205 11.3% 7.7% 7.3% 1.25 1.24
Professional and Business Services 367 490 33.5% 15.3% 17.3% 1.17 1.18
Education and Health Services 310 434 39.9% 12.9% 15.4% 0.97 0.96
Leisure and Hospitality 246 332 34.9% 10.2% 11.7% 1.05 1.13
Other Services 106 121 14.3% 4.4% 4.3% 1.12 1.15
Government 326 304 -6.7% 13.6% 10.8% 0.85 0.74
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WHAT’S NEXT FOR SAND STATES?

A housing correction has begun and will likely have a negative
impact on the economic health and commercial real estate values
of noted Sand State metros. Higher borrowing costs, general
unaffordability, stagnant real wages, and a possible recession are
likely causes. It would follow that a housing decline would likely
have a particularly adverse effect on the economic health and
commercial real estate values of markets more severely impacted
by a recalibration in housing prices.

In the wake of the GFC, certain metros in the Sand States suffered
disproportionally. Fewer barriers to construction including more
easily available developable land and lower regulatory hurdles
expose these metros to above average risk of overbuilding and
boom/bust cycles in the construction industry relative to other
markets. When homebuilding declined during the GFC, an
overconcentration of construction labor disproportionately
impacted the overall economic health of these markets.

Although there are factors that may continue to render some
markets exposed to these cycles, the economies of the five
discussed subject metros have become more diversified, notably,
away from the construction industry. This set of circumstances
may result in a future setback that is smaller in magnitude relative
to the one experienced during the Global Financial Crisis.
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1 Inland Empire is a term used to refer to the Riverside—San Bernardino—Ontario metro area

2 Their abundance of either beaches or deserts has led some observers to refer to them as
“Sand States”

3 Inland Empire (Riverside/San Bernardino) market is not tracked by the Case Shiller
Home Price Index

4 TEU, or a twenty-foot equivalent unit, is a measure of volume in units of twenty-foot-
long shipping containers. Large container ships typically transport 18,000-21,000 TEUs.
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REVIEWER RESPONSE

Writing on the likely cusp of
recession, Rubin and Firenze
offer a timely reflection on
the differential impact of the
Great Financial Crisis on five
American markets and how
these markets have evolved in
the years since.

A common thread connecting
Phoenix, Las Vegas, the
Inland Empire, Tampa, and
Miami during the housing
boom was a heavy reliance
on the residential sector and
home construction as drivers
of economic activity and
employment. With  boom
turning to bust, these markets
are cited by the authors for
their  particularly  severe
housing market downturns
and contributions to the
cascade of fractures in the US
financial system.

More than fifteen years after
the Sand States” housing apex,
the authors point to evidence
of greater  diversification
in economic activity and a
lower reliance on housing as
reasons to expect they will
fare better this time around.
More  measured  housing
activity, observable in local
and national data, is a feature
of markets across the country.
It also coincides with other key
differences between the GFC
and the current cycle which
argue for lower vulnerability

in the housing sector. During
the former, housing was
oversupplied and investment
demand surpassed real
demand. Presently, housing
is relatively undersupplied,
particularly in the workforce
and affordable segments;
real demand was robust until
succumbing to the most abrupt
increase in mortgage rates
since the early 1980s.

Owing in part to changes in
the regulatory framework,
today’s outstanding mortgages

pool  compares  favorably
to any housing  boom
benchmark. ~ While  single-

family homeownership faces
significant headwinds, housing’s
more balanced contribution
to activity—in the authors’
focus markets and elsewhere—
rightly suggest it will exert less
downward pressure on the
outlook.

— Sam Chandan, PhD,
FRICS, FRSPH
Member, Summit Journal
Editorial Board

Professor of Finance &
Director, Stern Center for
Real Estate Finance,
New York University
Stern School of Business
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The economies of the five

metros have become more
diversified, notably, away from
the construction industry. This
set of circumstances may result
in a future setback that is smaller
in magnitude relative to the one
experienced during the Global
Financial Crisis.
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