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Utah Economic Update

Utah Economic

Summary
I_ITA In 2001, Utah’s economic
performance experi- salt Lake
enced significant County
changes in the areas of job growth
and unemployment. As the nation
continues to deal with the increasing Davis
economic realities of the current County
recession, Utah’s job growth has
declined from 2.5% in 2000 to 1.1%,
as of year-end 2001, the lowest since Utah
1982, but still higher than the nation-  County
al average of 0.5%. Along with this
decline, unemployment jumped
from 3.3% in 2000 to 5.2% in 2001. It  \eper
is forecasted that the unemployment  county
rate will continue at approximately
5% during 2002. Although unem-
State

ﬁloyment in Utah is higher than it
as been since 1992, this rate is still
below the national average of 5.8%.

Construction. In spite of the current |\ tional
local and national recession, new
construction in Utah continued to
do well in 2001. According to the
Utah Construction Report by the
Bureau of Economic and Business
Research, for the first 9 months of
2001, residential construction
reached an all-time high of $1.82 bil-
lion--$136 million more than the
same period in 2000. Despite this
increase in production, construction
employment declined by 1,980 jobs
in 2001.

Population Growth. The State’s
population reached 2,295,971 in
2001, a 2.2% increase over 2000.
Utah's population growth continues
to be nearly twice that of the nation,
adding 29.6% more people since
1990. Along with another record
setting year for natural increase
(births minus deaths), there was net
out-migration of 5,550 people
according to the U.S. Census 2000.
The State of Utah projects a net in-
migration of 3,000 for 2002.

2002 Predictions. With the 2002
Olympic Winter Games occurring
during February, it is projected that
during this period tourism will
enjoy levels never before experi-
enced in Utah. The advertising
benefits, new business contacts, and
exposure for Utah businesses, at
least for the short term, should give
local companies a boost, and should
be a stimulant for businesses to
reestablish stronger levels of long-
term profitability. As businesses
begin to recover from the national
recession, job growth is expected to
steadily increase.

[Source: 2002 Annual Report on State
Government to Citizens of Utah, ULS.
Census 2000]
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Salt Lake County

At A Glance

2000
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.3.26%
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$0.77
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0.9%

4.6%

Rent Growth..

Vacancy

Average Overall Rental Rate
Average Rent Per Square Foot
Units Delivered

Job Growth (National: 0.5%)
Unemployment (National: 5.8%)

Vacancy Rate Increases 0.80%

The Story. With mortgage interest rates
dropping to levels not experienced for at
least 40 years, demand for first-time home
buyers increased, resulting in lower overall
demand for rental units in 2001. Vacancies
in Salt Lake County increased from 6.3% to
7.1%. Along the Wasatch Front, vacancies
followed suit, increasing from 6.5% in 2000
to 7.4%. In 2001, over 2,700 new homes were 15
built through the third quarter, an increase of
4.6% from the previous year. Sales of these
homes and condominiums in Salt Lake
County increased 7.6% during the same peri-
od. Alower level of net in-migration than in
previous years, as well as declining job
growth also contributed to the shrinking
pool of renters and also affected the rising
vacancy rate. In addition, construction of
multi-family properties was more aggressive
in 2001, creating more supply than current
demand can meet.

The Result. The year-end vacancy rate in
Salt Lake County was 7.1% compared to
5.8% just six months 1:l}‘l)rior in June, and an
increase of 0.8% for the preceding 12 month
period. The east side experienced the great-
est increase in vacancies rising 1.2%, from
5.9% to 7.1%, while the west side increased
only 0.25% from 6.75% to 7%. If mortgage
rates remain low, and projected Salt Lake
County apartment construction materializes, 10
vacancies are likely to continue rising in
2002. Additionally, at the conclusion of the
Olympic Winter Games, vacancies are
expected to increase, particularly in the

20

10

downtown area. 8
Salt Lake County
Rental and Vacancy 6
Year end 2001
Rent East West
Avg. Square Feet 837 785
$/Sq. Ft. 78¢ 77¢
Vacancy 71%  7.0% 4
June 2001
Rent East West
Avg. Square Feet 855 809 2
$/Sq. Ft. 78¢ 76¢
Vacancy 6.3% 5.5%
Year end 2000
Rent East West 0
Avg. Square Feet 856 809
$/Sq. Ft. 77¢ 75¢
Vacancy 5.9% 6.8%
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Salt Lake Rent Growth Slows
Annual Rent Growth was 1.8% - Year End Trend was Flat

The overall increase in Salt Lake County rental

rates during 2001 was 1.8%. However, over the
last six months of the year the increase slowed to
only 0.36%. The average monthly rent increased
just $12 during 2001 to $649. As the economy
recovers from the current recession, the slowing
trend in rent growth is expected to continue
through 2002. Other contributing factors to this
trend are low mortgage rates, spurring more first-
time homebuyers and the introduction of newly
constructed multi-family units into the market.
In the downtown Salt Lake City area, rents may
experience minimal, if any, growth, at least for 12
months following the Olympic Winter Games as
apartments vacated by Olympic media and spon-

Rental Rate Comparison

Salt Lake County

Year end June Year end % Change
2000 2001 2001 (6 mos) (12 mos)
Studio $421 $1.02 [[$423 $1.04 || $423 $1.04 | [-0.36% 1.34%

1Bed 1Bath | $556 85¢ ||$562 86¢ || $565
2Bed 1 Bath | $619 69¢ ||$628 70¢ || $629
2Bed 2 Bath | $757 76¢ ||$769 77¢ || $775
3 Bed2Bath |$837 68¢C||$849 69¢ || $855
OVERALL $637 75¢ |[$646 76¢ || $649

87¢ || 0.63% 2.49%
71¢ || 0.28% 1.97%
78¢ || 0.69% 1.57%
70¢ || 0.85% 2.80%
77¢ || 0.36% 1.78%

Note: The percent change is determined by dividing the actual aggregate rents per unit

type, by the actual total square feet per unit type (as well as overall).

sor personnel are placed back on the market.

Salt Lake County Rental Rates

Studio Rental Rates

Pl $1.04/square foot $423
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2000 | .68 $837
1999‘ 66 $818
1998‘ 66 $803
1997‘ 67 $818
19961 64 ‘ ‘ 1 $777J
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2001 | 775
16
|
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1997‘ 73 $728
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Utah Insight

Located
along the

Wasatch
I_ITAH Front,
which
encompass-
es four of Utah’s coun-
ties, Salt Lake and
Provo were ranked
42nd and 19th respec-
tively, in Forbes
Magazine’s 2001 annu-
al list of Best Places in
America to do
Business. The rankings
are based on wage and
salary, job growth, and
high tech output. In
addition, these areas
are consistently ranked
among top places to
live and conduct busi-
ness.

[Source: Governor’s Office
of Planning and Budget]

Population
Growth

Source: Governor's Office of Planning and Budget
OV E RA L L 2001 (forecast)
Weber County
PN S ///square foot $649 200,567
1.5% growth
2000 | .75 $637
‘ Davis
1999 | .73 $614 County
| 244,845
1998 | .72 $608  1-9%growth Salt Lake
| County
918,279
1997 ‘ 72 $614 1.7% growth
1996 | .69 $577

0 100 200 300 400 500 600 700

3.7% growth
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Rent Growth/Vacancy

Salt Lake County

20 7.7%
17.8%
7.1%
15
14.3%

10 , -0 Wasatch Front

4.6% Rent/Vacancy by County
Average Average Dollar/ Vacancy
County Rent Sq. Feet Sq. Foot Rate
Salt Lake ~ $649 844 $0.77 7.1%
Davis $585 815 $0.72 6.8%
Utah $627 819 $0.77 6.1%
3.5% Weber $571 863 $0.66 8.6%
OVERALL $635 841 $0.76 7.4%
3.1 /o 4.7%
o AT [3.90] |42%
3.3%
0
4.9% 0.4% |1.5% 18%
| | | || F270 | | | | | | | |

0 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Rental Growth Rate

Vacancy Rate

Salt Lake County Rents by Type, Age, Class
Class A (5 Years and Newer) Class B (5 Years and Newer) (Market Rate)
Unit Type Rent  $/Sq. Foot Avg. Size Unit Type Rent  $/Sq. Foot Avg. Size
Studio N/A N/A N/A Studio N/A N/A N/A
1 Bed 1 Bath $799  $1.00 800 1 Bed 1 Bath $657 89¢ 735
2 Bed 1 Bath $910 87¢ 1,043 2 Bed 1 Bath $720 75¢ 956
2 Bed 1-1/2 Bath  N/A N/A N/A 2 Bed 1-1/2 Bath  $702 70¢ 1,000
2 Bed 2 Bath $1,093 99¢ 1,099 2 Bed 2 Bath $799 80¢ 1,002
3 Bed 2 Bath $1,223 97¢ 1,255 3 Bed 2 Bath $922 73¢ 1,267
OVERALL $986  99¢ 994 OVERALL $752 79¢ 953
Class A (©othen Class B (other) (Market Rate)
Unit Type Rent $/Sq. Foot Avg. Size Unit Type Rent  $/Sg. Foot Avg. Size
Studio $574  $1.04 554 Studio $434  $1.13 386
1 Bed 1 Bath $662 90¢ 732 1 Bed 1 Bath $544 87¢ 623
2 Bed 1 Bath $742  80¢ 924 2 Bed 1 Bath $639 71¢ 900
2 Bed 1-1/2 Bath $733  70¢ 1,046 2 Bed 1-1/2 Bath $693 68¢ 1,013
2 Bed 2 Bath $839 83¢ 1,012 2 Bed 2 Bath $697 70¢ 989
3 Bed 2 Bath $1,031 78¢ 1,329 3 Bed 2 Bath $812 66¢ 1,227
OVERALL $762 84¢ 911 OVERALL $623 75¢ 827
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Insurance Costs Skyrocket
9/11 Triggers Sizeable Rate Increases

With ever-increasing litigation expenses, medical costs, and the
recent terrorist attacks, many experts are viewing 2001 as one of the
very worst years in history for property loss. In effect, insurance
premiums are now skyrocketing to renewal levels of anywhere
between 25% and 300%.

It is forecasted that the worst consequences in rising insurance rates
will fall upon commercial lines of insurance, which entails building
owners, landlords, lessees, as well as builders and commercial mort-
gage lenders. While it is widely accepted that office, retail, and
industrial owners will suffer a more drastic increase, apartment
owners should also expect a significant hit.

Rising insurance rates will have an immediate impact on the multi-
family sector as owners find it impractical to pass these expenses on
to tenants. In an effort to recover funds lost to insurance costs, own-
ers in the multi-family sector will have a much harder time avoiding
these increases than owners in the office, industrial, and retail sec-
tors who are typically able to pass such expenses on to tenants
through Common Area Maintenance fees. Owners of multi-family
properties have the option to raise rents, but only when the market
and existing leases will allow it.

In addition to the loss of cash flow to multi-family owners, a loss in
property value will be inevitable unless the escalating insurance
expense can be recovered through saving money that would other-
wise be spent on other expenses.

Many insurance professionals are saying that September 11th is, by
far, the most significant event in the history of the insurance indus-
try. Claims from this tragedy are predominately classified as prop-

erty loss, so claims are being paid right now, unlike liability, where
claims come in over time. Insurers are taking the hit now at a time
when they were already receiving decreased returns on their invest-
ments. Most insurance companies claim that they are in a situation
where they have no other option than having to charge higher pre-
miums.

In an effort to guarantee that insurers continue to provide coverage
in the years to come, many in the apartment industry have joined in
support of legislation that would call for the insurers to absorb the
first $10 billion of catastrophic loss, with the federal government
sharing in any losses beyond that. The National Multi-Housing
Council and other national real estate groups are urging the federal
government to adopt such a plan. As work continues on the legisla-
tive level, there are specific things that owners can do to cope with
terrorism and rising insurance rates.

* Owners may want to consider adopting procedures for accepting
and holding packages for residents who are worried about the
anthrax scare.

¢ Owners should look for a regional insurance broker familiar with
real estate. If the company has a specialty program, especially for
habitational insurance, they may be able to help avoid large premi-
um increases.

¢ Higher deductibles are another option to aid in reducing costs.
However, owners and developers may be unable to make such a
choice under their lender’s requirements for insurance coverage.
The apartment industry is calling for lender’s policies on insurance
coverage to better reflect the reality of current insurance markets.

[Source: Apartment Finance Today, November/December 2001]

Wasatch Front Rental Summary
Rents by unit type (by county)
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Rental summary by unit type, age, property class

The dollar amount at the top of the graphs is the price per square foot. The dollar amount inside the graphs is the actual rental rate.
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Salt Lake County Apartment Construction Increasing

The construction industry delivered 1,005 are 750 units under construction with an addi- 750 units to break ground dur-
new rental units in 2001, over twice the tional 1,908 scheduled to begin during 2002. ing the year, although historical-
amount delivered in 2000. Currently there  There is also potential for up to an additional ly, only about 75% of proposed

new units are ever constructed.

A CO m p I et ed 200 1 CO n St r U C tl O n (Please refer to the map) During stronger economic times

in the recent past, the Salt Lake

Map MLS Project Name Units Class Address/Location Location Developer market has absorbed between

1 102 Bridge Apts 71 B 200 South 500 West, SLC West Artspace Inc. 1,000-1,200 units each year to

2 102 Jefferson School Apts 84 B (OH) 1075 South West Temple, SLC ~ West SI__C HousmgAu_thorny maintain market equilibrium. 1If

3 102 Northgate Apts 330 *B (OH) 500 West South Temple, SLC West Simpson Housing e Y ——"

4 102 Wilford Apts 14 B 932 South 200 West, SLC West Crownstone Dev. . o J &

5 108 Silver Pines 144 B(SH) 10975 South 700 East, Sandy ~ East Int. Dev. Group remain low, and to the extent

6 109 Ridge/Jordanlanding 264 *B 3800 West 7000 South, W Jordan West Prowswood that most of the projected units

7 109 Willow Cove Apts PhVII 72 B 9300 South Redwood Rd, W Jordan  West D&H Dev. are built as proposed , rent

8 110 Not Determined 26 B 1596 West 3395 South, WVC West Utah Nonprofit Housing growth will remain flat and

TOTAL oo 1005 vacancy maies willl consnne o
. increase.

. U n d er CO n Str U Ctl O n — as of December 2001 (Please refer to the map)

Map MLS Project Name Units Class Address/Location Location Developer Estimated Completion

9 108 Allegro/Corner Canyon 258 A 13300 S. Pony Express, Draper  West SNK Development Fall 2002

10 109 Legacy Springs 204 B 12600 S. 4800 West, Riverton West Triton Investments April 2002

11 109 Woodgate/Jordan Landing 288 B 3850 West 7000 South, W Jordan West Miller Development ~ March 2002

TOTAL it 750 * Tax Credit Units (SH) = Senior Housing (OH) = Olympic Housing

@ Proposed 2002 CoNStruction — as of becember 2001 (ease eero e ma

Map MLS Project Name Units Class Address/Location Location Developer Scheduled to begin

12 102 Winthrop Court Ph1 200 A 600 East 300 South, SLC East Overland Dev. June 2002

13 104 Not Determined 100 A 4596 South 900 East, Murray East Lakeline Dev. September 2002

14 108 Not Determined 192 A To Be Announced, Sandy East Miller Development 2002

15 109 Not Determined 66 *B (SH) To Be Announced, W Jordan West Utah Nonprofit Housing  June 2002

16 109 The Bluffs 168 *B Bangerter/Redwood, Bluffdale West PSC Development April 2002

17 109 Jordan River Apts 48 B (SH) 7937 S. 2700 West, W Jordan West Garrison Company February 2002

18 109 Park/Jordan LandingPhl 130 A 7800 S. 3800 West, W Jordan West Russell Grosse Dev.  February 2002

18 109 Park/Jordan LandingPhll 130 A 7800 S. 3800 West, W Jordan West Russell Grosse Dev. December 2002

19 109 Sunset Ridge 240 *B 5600 W. 9000 South, W Jordan West PSC Development April 2002

20 110 Not Determined 84 *B To Be Announced, W Valley West Utah Nonprofit Housing  June 2002

21 110 Not Determined 79 *B To Be Announced, W Valley West Community Housing June 2002

22 110 Not Determined 228 B 3500 S. 1300 West, W Valley West Paul Colosimo 2002

23 110 Coppertree Apts 88 B 8740 W. 2700 South, Magna West American Housing July 2002

24 111 City Front Apts 155 *B 641 West North Temple, SLC West Bridge Partners March 2002

TOTAL i 1,908 * Tax Credit Units (SH) = Senior Housing (OH) = Olympic Housing

Note: In addition to the foregoing, according to discussions with developers, there are approximately 650-750 additional units planned to break
ground in 2002 on the East side at undisclosed locations.

CO n Stru Ct' on Units under construction  East/West under construction  Proposed units for 2002

Class A Units 258 East Side Units 0 Class AUnits 752
Class B Units 492 West Side Units 750 Class B Units 1,156
Su m m ary Total 750 Total 750 Total 1,908
Permits Issued vs. Vacancy : :
Salt Lake County History of Annual Construction
6000 — 3 Activity (year-end summaries)
g Salt Lake County
S
5000 hl Units Under Units
Completed Const. Proposed
1997 Class A 1,221 300 750
4000 Class B 1,239 1,256 1,242
Total 2,460 1,556 1,992
1998 Class A 300 0 590
3000 Class B 1,254 1,007 1,643
Total 1,554 1,007 2,233
1999 ClassA 0 76 100
2000 Class B 1,145 848 1,823
Total 1,145 924 1,923
2000 ClassA 0 0 901
1000 Class B 494 963 1,838
Total 494 963 2,739
0 2001 ClassA 0 258 752
: . hrough . . Through Class B 1,005 492 1,156
S|ng|e Fam”y November 2001 Multl-famll November 2001 ’ ’
Building Permits Issued Building Permits Is)gued Total 1,005 750 1,908

[Permit source: Bureau of Economic and Business Research]
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Apartment Stock in Salt Lake City

Very Affordable

In a recent report released by the National Multi-

Housing Council (NMHC), the 16.1 million apart-

ments in the United States contained in buildings 5

I_ITAH units and above were valued at a total of $1.31 trillion.

Valued at $767 billion in 1990, the nation’s apartment

stock has increased in value at a yearly average of
over 5.5% during the decade, substantially higher than the rate of
inflation for the same period. This value is beneficial to lenders
and equity holders in determining what proportion of the market
they represent and to evaluate their exposure in the market, as
well as allowing industry suppliers to understand the depth of the
market. This information, in addition to data on the amount of
mortgage debt outstanding, also provides a gauge by which equity
in the market may be measured.

How Salt Lake Compares
Apartment Values per Square Foot

When compared with other major UL.S. cities, the Salt Lake
County multi-family market appears to be very affordable by
comparison. One contributor to the affordability is the ratio of
apartment units to total housing stock. Salt Lake County has a
disproportionately low number of apartments as a percentage of
the overall housing stock. Within the Greater Salt Lake County
area there is a 71.5% home ownership rate compared to a 28.5%
rate of apartment residents. With such a low percentage of
renters in the market, it is difficult for apartment owners to be
aggressive in raising rents. If interest rates remain at current low
levels and home sales remain strong, many “would-be” renters
will become homeowners. It is anticipated that this ratio of
homeowners to apartment residents should remain consistent
with current levels.

Water and Sewer
Sub-Metering

Currently, most apartment

Natl. Rank  Place Inventory  Value per Sq. Foot ~ Valuation ($ millions)  (egidents pay for their water

1 San ]ose, CA 124.8 $30152 $32,49330 and sewer usage through

2 San Francisco, CA 225.7 $281.16 $51,188.10 their rental payment.

4 New York, NY 1,761.0 $194.95 $293,598.20 Property owners, in the past,

7 San Diego, CA 250.8 $154.25 $32,691.10 have not paid much atten-

9 Los Angeles, CA 928.2 $144.11 $111,975.10 tion to individually metering

12 Seattle-Bellevue, WA 233.4 $110.24 $22,090.00 these expenses, partly

25 Denver, CO 2077 86.09 $15,202.60 because these costs have his-

33 Sacramento, CA 110.0 $74.75 $6,015.40 and moynitoring usagI:: has

41 Phoenix—Mesa, AZ 246.9 $6875 $14,02640 been deemed difﬁcult.

49 Las Vegas, NV 138.5 $63.21 $7,602.00

55 Salt Lake City-Ogden, UT  65.9 $56.36 $2,969.30 Through the 1990s, the cost

63 Tucson, AZ 66.3 $53.10 $2,916.30 of residential water
increased nearly 45%, almost

Total Market Valuation HiceitherzofainTeasetin

Natl Rank  Place Inventory  Value per Sq. Foot  Valuation ($ millions) g?lr;is;lg&reil:fg: glmgee rflf ar :;1 e

1 New York, NY 1,761.0 $194.95 $293,598.20 For apartment owners, the

2 Los Angeles, CA 928.2 $144.11 $111,975.10 only option, in the past, has

4 San Francisco, CA 225.7 $28116 $51,18810 been to raise rents to cover

7 San Diego, CA 250.8 $154.25 $32,691.10 these increases.

8 San Jose, CA 124.8 $301.52 $32,493.30 Today, technology is avail-

14 Seattle-Bellevue, WA 233.4 $110.24 $22,090.00 able tc,) sub-meter each apart-

20 Denver, CO 207.7 $86.09 $15,202.60 ment water usage and bill

21 Phoenix-Mesa, AZ 246.9 $68.75 $14,026.40 tenants for this cost individ-

32 Las Vegas, NV 138.5 $6321 $7,60200 uauy and outside of the

42 Sacramento, CA 110.0 $74.75 $6,015.40 rental payment. These sub-

60 Salt Lake City-Ogden, UT 65.9 $56.36 $2,969.30 metering systems are now

61 Tucson, AZ 66.3 $53.10 $2,916.30 very simple to install and, in
many cases, the meters can

Apartment Inventory be r?ad th}rough wireless

Natl. Rank  Place Inventory  Value per Sq. Foot  Valuation ($ millions) dev1c_e S w}llthl(;u’.clgr.lyon%even

1 New York, NY 1,761.0 $194.95 $293,598.20 entering ;y‘;ter‘;:s rg‘fg'e osts

2 Los Apgeles, CA 928.2 $144.11 $111,975.10 between $150-$250 per unit,

11 San Diego, CA 250.8 $154.25 $32,691.10 i) ) TS, (O YYD,

12 Phoenix-Mesa, AZ 246.9 $68.75 $14,026.40 $4 per month is billed to the

14 Seattle-Bellevue, WA 233.4 $110.24 $22,090.00 tenant. Sub-metering com-

16 San Francisco, CA 225.7 $281.16 $51,188.10 panies will install the sys-

18 Denver, CO 207.7 $86.09 $15,202.60 tems, read the meters, bill

28 Las Vegas, NV 1385 $63.21 $7,602.00 the tenants, and reimburse

34 San Jose, CA 124.8 $301.52 $32,493.30 the owner for the expense of

39 Sacramento, CA 110.0 $74.75 $6,015.40 water and sewer usage for

54 Tucson, AZ 66.3 $53.10 $2,916.30 each month.

55 Salt Lake City-Ogden, UT  65.9 $56.36 $2,969.30 [Source: National Multi Housing

[Source: Apartment Finance Today, November/December 2001, National Multi-Housing Council]

Council]
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Safety

Net Amidst Troubled Times

Multi-family outperforms in unpredictable economy

As 2001 became one of the most unpredictable years for econom-
ic activity since the mid 1980s, many property owners struggled
to maximize Net Operating Income (NOI) and keep their proper-
ties performing at optimal levels. Despite the events that unfold-
ed on September 11, 2001 that exacerbated an already declining
U.S. economy, multi-family owners experienced a major advan-
tage in cap rates because of the perception that apartments are
relatively “safe harbors” in times of escalating risk. This widely
held perception is partly due to historical trends and statistics.

In the late 1980s and early 1990s, retail and office properties lost
about half of their value from “peak to trough” (National
Council of Real Estate Investment Fiduciaries). To make matters
worse, the recovery period for value was between 5-7 years, once
the market turned upward. In contrast to these types of proper-
ties, multi-family investments declined only 20% and recovered
within two years.

A number of factors contribute to the safety of a multi-family
investment versus another type of real estate property. When
money gets tight, people predominately continue to pay rent
before other spending. People also, typically, tend not to move
during a nation-wide recession. Support networks are typically
found locally, and during a recession, people are not likely to
leave familiar surroundings.

Perhaps the best data that can be provided in defense of the
multi-family market and its ability to withstand troubled times
are statistics provided by the return earned through real estate
investment trusts (REITS). Companies, such as SNL Securities
provide information showing returns earned in public markets.
As of October 2001, multi-family REITs had the highest index
value of any of the SNL property types with a 16.5% return for
the previous 52 weeks, a period of severe declines in the stock
market and a whirlwind of economic downturn throughout the
country.

Real Estate, particularly multi-family investments, provides a
proven “safety-net” even in challenging economic times.

[Source: Commercial Investment Real Estate, January/February 2002]

Hosting Olympics to Provide
Boost for Utah Economy

The much anticipated 2002 Olympic Winter Games
are nearly a reality. The years of preparation that
have taken place up to this point, including all con-
struction and Olympic-related spending, have kept Utah’s econ-
omy much more active than it would have been considering the
state of the national economy. Although few anticipate that
great fortunes will be made during the 17-day games as visitors
flood the streets of Salt Lake City and surrounding areas, it
stands to reason that visitor spending will be significant enough
to create a short term boost for Utah businesses fighting to
increase profit margins.

LTAH

Efforts are being made to ensure long-term economic growth by
recruiting possible business re-locators. Companies have part-
nered with the state to identify and invite business guests
including entrepreneurs, venture capitalists and decision mak-
ers who would be prime candidates to locate business opera-
tions in Utah. There are a number of forums and venues that
are planned specifically to recruit possible businesses into Utah.

SLOC will add 5,000 people to their pezroll and hire another
1,200 contractors and vendors during the first quarter of 2002.
Combined with an influx of visitor spending, the additional,
albeit temporary, jobs should provide both an economic and a
psychological boost for the state. The long-term effects of host-
ing the Olympic Winter Games may be enormous. The Atlanta
Chamber of Commerce indicates that region has reaped $2.5 bil-
lion in economic benefit since hosting the 1996 Summer Games.
Sydney anticipates a staggering benefit of $10 billion. ”Different
sources have offered varying figures, but $2 to $5 billion in eco-
nomic benefit over the next five to 10 years may be our lot after
hosting the Games. To put this figure in perspective, the state’s
current annual total gross product is approximately $50 billion.
Depending on how well the Games are staged by Salt Lake and
how well the city is portrayed by the media, the future impact
of hosting the Games appears to be very promising for Utah
economic activity.

[Source: Utah Business. December 2001.]
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SALES OF 15-99 UNIT PROPERTIES
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Operating Expenses

2001 Greater Salt Lake Area Multi-family Operating Expenses for Properties of 50 Units or Larger

Advertising 5% Property Insurance 3%

Turnover Costs 8%

Payroll 28%

Property Taxes 12%

Repairs/Maintenance 15%
Administrative 17%

Utilities 12%

ExXpense Summary

% of Total Per Square Foot Per Unit Variance

Expense 2000 2001 | 2000 2001 2000 2001 2000-2001
Payroll Costs 28% 28% | 89¢ 96¢ $749 $823 +74
Administrative Costs 17% 17% | 53¢ 59¢ $448 $502 +54
Utilities 12% 12% | 40¢ 42¢ $338 $362 +24
Repairs & Maintenance 14% 15% | 44¢ 50¢ $374 $424 +50
Property Taxes 13% 12% | 42¢ 38¢ $357 $328 -29
Turnover Costs 8% 8% | 26¢ 29¢ $224 $247 +23
Advertising 5% 5% | 17¢ 16¢ $143 $140 -3
Property Insurance Costs [ 3% 3% | 10¢ 11¢ $81 $96 +15
TOTAL 100% 100% | $3.21 $3.42 $2,713 $2,923 +210

Operating reserves are not included in the numbers shown above.

For more information... ﬁ
349 South 200 East, Suite 400
mbmillburn@equimark.com Salt Lake City, Utah 84111-2826 \ /

Tel. 801-531-1221 o Fax 801-531-1225

cpburton@equimark.com www.equimark.com E qu ' M a r k

PROPERTIES INC.




