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Perspectives
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In the six years that Wan Bridge has had skin in the game, the rental market has experienced an unprecedented shift.
In 2009, the growth in single-family rentals (SFR) was propelled by economic factors, but the sustained growth has
resulted from a change in national sentiment regarding homeownership. Once coveted and tantamount to achieving
the great American dream, homeownership has been a status symbol for middle class consumers since the early 1930s.
After the Gl bill was passed, homeownership jumped from 44% in 1940 to 62% in 1960. The homeownership rate
continued to rise through 2004 when it hit a record high of 69.2%. Since the Great Recession, however, the US
homeownership rate has been steadily declining. It hit a 40 year low in 2016 and continues to lag levels seenin the
early 2000s. At the same time that homeownership has seemed unattainable because of affordability issues or
looming student debt, millennials are still setting out on their own. As they form households, the number of
renter-occupied units in the United States is experiencing unprecedented growth.
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In the US, new renter households outpaced new owner-occupied households for 12 consecutive quarters from 2014 to
2016. In 1H 2019, the number of new renter-occupied households grew by nearly 500,000 (Corelogic). To establish
inventory for this new trend in household formation, builders have constructed 46,000 SFRs between 1Q2019 and
2Q2019. This construction is up 5% YOY and +48% over the historical average of 31,000 units. In an environment
where a household salary of $100,000 is not enough to afford to buy a home, many would be home buyers are turning
to SFR to house their growing families.
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Although median income has increased 16% in North Texas, home prices have appreciated over four times as quickly.
Because home prices have appreciated so rapidly in Dallas, it is actually cheaper to rent an entry level style SFR than
itis to buy. These metrics are just a few indicators of why the rental demand in the region will continue to grow over
the next several years. Currently, 61% of Dallas residents are renters. As population growth in Dallas remains strong
and unemployment is low, we expect to see a similar profile for Dallas residents in the coming years. As long as resale
supply remains low, job growth remains steady, and income continues to grow, there will be a demand for SFRin our
Texas markets and beyond.
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Housing Update
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One of the strongest indications of the need for SFR in any market is a limited home supply which typically leads to
greater home price appreciation. In October, Dallas inventory was well shy of a healthy six-month supply with just
3.1 months of inventory. Houston, also short of healthy levels, had a 3.9-month supply. Median home price in Dallas
($297,000) and Houston (246,800) have pushed higher than the state median of $243,800. The rate of home price
appreciation in both Dallas and Houston have shifted to low to mid-single digit gains YOY, signaling a return to more
sustainable price appreciation.
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Even as home price appreciation returns to more sustainable levels, we expect rental rates will appreciate over 10%
by 2022. Since 2011, US single family rental rates have increased 30%. In Dallas, rental rate increases outpaced the
US at 34% and Houston rates were at 27%. We can expect that even with threats of recession, rental rates will stay
positive if the economy slows. Over the next three years, John Burns Research predicts a 10% increase in Dallas rental
rates. Similarly, Houston rental rates are predicted to increase an average of 8% through 2022.
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Corporate Update
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In a fast-growing institutional investor space, Wan Bridge is working to gain an edge over potential competitors. We
understand that renters, similar to homeowners, prefer to stay in their home for ~5 years. Our team encourages tenants
to stay in place as long as feasible by providing opportunities for longer term leases, homes in strong school districts,
yards with privacy, pet friendly lease options, and desirable class “A” amenities. As today’ s renters seek longer tenancy,
they also desire less interference from landlords and property managers. This perceived independence can be achieved
from day one as a would-be tenant is granted access to a property using Rently, a keyless, self-showing technology.
It extends as a new tenant pays a security deposit and signs a lease through Propertyware, a user-friendly interface for
property managers. A tenant’ s self-sufficiency is further extended through use of Salesforce, as maintenance issues
are reported to the property management team without picking up the phone.
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We also have our tenants’ independence and privacy in mind as we select floor plans for upcoming build to rent
communities. Aware that tenants do not want the headache of home maintenance, we have amended building plans
to allow the completion of routine maintenance without interrupting a tenant’ s schedule. We provide first floor master
bedroom options in our communities to appeal to more mature families looking for single floor living in a home with
less maintenance obligations. These intentional floor plan selections not only allow us to both cater to the needs of
today’ s renters, but also make property management in our communities simpler.
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All of the knowledge of the SFR market, property management, and tenant preferences that we have garnered while
building a business in Texas will allow for a smooth transition to a larger scale. Wan Bridge is poised to grow our homes
under management to nearly 2,000 by the end of 2020.
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We look forward to giving you an update next quarter. In the meantime, please don’ t hesitate to contact us should
you have any questions, comments or concerns. As always, we welcome the opportunity to speak with our partners.
BB E T N ZEANCEEMEZHIER AN, NREEEAEER. B ISEE, BN 518K FR. —ETE, i)
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Best Regards,

Geroge Huang
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