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Headline Inflation is Over-Served
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Wage Growth Remains High
Total Compensation for All Civilian Workers, Total Compensation for Service Occupations, Consumer Price Index (% Change Year-over-Year)

Source: Bureau of Labor Statistics, FRED, 2Q 2023



@XanderSnyderX #FirstAmEcon

©2022 First American Financial Corporation and/or its affiliates. All rights reserved.  NYSE: FAF

-10%

-5%

0%

5%

10%

15%

20%

25%

30%

35%

Jan-16 Jul-16 Jan-17 Jul-17 Jan-18 Jul-18 Jan-19 Jul-19 Jan-20 Jul-20 Jan-21 Jul-21 Jan-22 Jul-22 Jan-23 Jul-23

Nonresidential Multifamily
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Annual Growth in Inputs to Construction Prices
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Construction Costs are Over 30% More Costly Than Pre-Pandemic
Producer Price Index for Inputs to Construction

Source: Bureau of Labor Statistics, Jul. 2023
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CRE: Where Are We Today?
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Annual Price Growth is Negative for All Asset Classes
Annual Price Growth
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Prices Are Falling or Flat for All Asset Classes on a Month Over Month Basis
Month Over Month Price Growth, Annualized
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Recession Under Construction Permits

986,000 Multifamily Apartment Units are Under Construction, a New Record, but Permits Are Falling
New Privately-Owned Housing Units Under Construction: Units in Buildings with 5 Units or More, SA Thousands of Units

Source: Census Bureau, Jul. 2023
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A 7.8 Percent Vacancy Rate for Industrial Would be Roughly Equal to Vacancy Rates Seen in 2014
Industrial Vacancy Rate Over Time
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CMBS Originations Have Dried up for All Asset Classes
Origination Volume, USD in Billions
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Source: Kastle Back to Work Barometer, Aug. 16, 2023
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Big Picture Takeaways

1. Fundamentals differ meaningfully by asset class

2.  Real challenges exist, but perspective is necessary

3.  Deal activity is low, but early stages of price discovery underway
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