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Notes From the Road
■ AHH non-deal roadshow. We recently traveled with Lou Haddad, chief executive officer, and Mike O'Hara, chief

financial officer, of Armada Hoffler Properties, Inc. (AHH) on a non-deal roadshow discussing AHH's business model,
strategy, development pipeline, capital recycling, opportunities for growth, and market fundamentals within target
markets. The most notable takeaway from our meetings with AHH was related to the pullback in construction lending
management had experienced and the increased opportunity/deal flow they are seeing as a result.

■ More exacerbated capital advantage. As a public REIT, AHH now has a sustainable capital advantage given higher
equity requirements on development due to High Volatility Commercial Real Estate (HVCRE) rule implementation,
which went into effect in early FY15 but has become more prevalent with bank lending limits (LTVs) in many
cases dropping from a previous 80% to a current 60%-65% range, while construction loan spreads over LIBOR have
also increased ~100-120bps over the last 9-12 months (i.e., from a previous L+185 to L+295). This is limiting new
development in their markets from smaller competitors while also driving substantially more deal flow to AHH.

■ Development pipeline pretty full, but we might see another announcement by year end. AHH currently has
a $315mm development pipeline (inclusive of several mezzanine investments expected to convert into equity
upon construction completion), but because of the aforementioned debt constraints its competition is facing it is
now evaluating a significantly higher number of development opportunities from third parties seeking a capital/
development partner. As such, another development joint venture may be announced by year end. Longer-term debt
(i.e., 5-year fixed money) on refinancings has recently come in at 3.25%.

■ Strategy remains focused on retail/mixed-use development and multifamily development (vs. acquisition).
Management continues to believe that well-located grocery-anchored shopping centers offer the best risk-adjusted
returns within their markets and will be the portfolio focus, while new developments target a 20% wholesale/retail
spread. CBD office remains attractive with the right tenants but suburban office assets remain unattractive as a core
holding, while multifamily cap rats remain too low to acquire but well-located, high-barrier-to-entry development
projects (such as Point Street in Baltimore) remain attractive.

■ Capital recycling, new development, and right-sizing the balance sheet may be dilutive near term. Management
noted that they are in the process of selling some 7%+ cap rate assets and are developing in the 5%+ area while also
utilizing the ATM to keep the balance sheet conservatively levered. While the longer-term impact will be greater
NAV accretion, in the near term it may come at the expense of per share earnings growth.

■ Town Center update. Management noted that they were breaking ground on Phase VI at Town Center, while also
currently discussing Phase VII and Phase VIII as well. The $32mm Phase VI development will include 33,000 sq.
ft. of ground level retail, 5,000 sq. ft. of restaurant space, a 17,000 sq. ft. theatre and 120 apartment homes. As
with the development of the Encore apartments, occupancy in the Cosmopolitan (apartments) may decline as it did
during Encore's development period, while future Town Center phases may be inclusive of adjacent redevelopment
opportunities.

■ Sticking to their knitting. AHH will continue to execute its business model (as they had as a private company over
four decades) via high barrier-to-entry development, and the company's target remains to become a $1B company in
three to five years. While a portfolio purchase could accelerate this, it is highly unlikely given AHH's focus on quality,
while we believe the company remains an attractive acquisition candidate for a larger REIT that lacks a development
competency and/or ability to redevelop a tired portfolio.

■ Maintaining Buy rating, $15.50 target. AHH continues to create substantial value via development as the wholesale-
to-retail value spread remains significant (150bps-200bps). Our NAV estimate of $14.59 values forward NOI at a
6.5% cap rate and our $15.50 target is 106% of NAV, representing a 2017 FFO multiple of 14x, in line with diversified
REIT peers trading at 13.9x. It is difficult to own a small REIT with this level of intellectual capital on the development
side. Given AHH's attractive relative valuation, consistent internal value creation via development, and the potential
to become a substantially larger company, we maintain our Buy rating.

For Required Disclosures and Reg AC, please see page 2 of report
FINRA/SIPC



Disclosures:

Analyst Certification

I Craig Kucera, hereby certify that the views expressed in this research report accurately reflect my personal views about the subject companies and their underlying securities.
I further certify that I have not and will not be receiving direct or indirect compensation in exchange for expressing the specific recommendation(s) in this research report.

Valuation/Risks

REITs are highly sensitive to changes in interest rates. Our price target is based on the assumption of a flattish interest rate environment.

Our price target is based on historical valuation metrics of comparable companies, and may not prove relevant over time.

Company-specific disclosures:

In the past 12 months, Wunderlich managed or co-managed a public offering of the securities of Armada Hoffler Properties, Inc..

In the past 12 months, Wunderlich has received compensation from Armada Hoffler Properties, Inc. for investment banking services.

In the past 12 months, Armada Hoffler Properties, Inc. has been a client of Wunderlich.

General disclosures:

Prices are as of the close of Oct 13 2016.

Ratings Distribution (in Percentages) & Investment Banking Disclosure Chart Information

Ratings Distribution & Investment Banking Disclosure

Rating Count Ratings Distribution*  Count Investment Banking**

Buy -rated 169 71.61  49 28.99

Hold -rated 62 26.27  10 16.13

Sell -rated 5 2.12  2 40.00

Restricted -rated 0 0.00  0 0.00

* Percentage of all Wunderlich-covered stocks assigned an equivalent Buy, Hold, or Sell rating.

** Percentage of companies within Wunderlich-rated Buy, Hold, and Sell categories for which Wunderlich or an associated firm provided investment banking services within the
past 12 months.

Rating System:

There are three rating categories within the Wunderlich Investment Rating System: Buy, Hold, and Sell. The rating assigned to each company is based on the following criteria.

Buy – a security which at the time the rating is instituted or reiterated indicates an expectation of a total return of greater than 20% over the next 12-18 months.

Hold - a security which at the time the rating is instituted or reiterated indicates an expectation of a total return of plus or minus 5% over the next 12-18 months.

Sell – a security which at the time the rating is instituted or reiterated indicates an expectation of a negative total return of greater than 10% over the next 12-18 months.

The analyst(s) who prepared this report may be compensated in part from a bonus pool that is partially funded by fees received by Wunderlich for providing investment
banking services.

Armada Hoffler Properties, Inc. October 14, 2016

2

WunderlichCraig  Kucera • 540.277.3366 • ckucera@wundernet.com



To request further information regarding the companies discussed in this report, readers may send an email to research@wundernet.com or may write to the Wunderlich
Research Department, Wunderlich Securities, Inc., 400 E. Pratt Street, Suite 720, Baltimore, MD, 21202.

Other Disclosures

Wunderlich Securities, Inc. ("Wunderlich") is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of Financial Industry Regulatory
Authority and the Securities Investor Protection Corp. This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident
of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would
subject Wunderlich or any divisions, subsidiaries or affiliates to any registration or licensing requirement within such jurisdiction.

All material presented in this report, unless specifically indicated otherwise, is under copyright to Wunderlich. None of the material, nor its content, nor any copy of it, may
be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of Wunderlich. All trademarks, service marks and
logos used in this report are trademarks or service marks or registered trademarks or service marks of Wunderlich or its affiliates. The information, tools and material presented
in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe
for securities or other financial instruments.

Wunderlich may not have taken any steps to ensure that the securities referred to in this report are suitable for any particular investor. Wunderlich will not treat recipients
as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be suitable for you and it is recommended
that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report constitutes investment, legal,
accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise constitutes a personal
recommendation to you.

Wunderlich does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please note in particular that the bases
and levels of taxation may change. Wunderlich believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and
opinions presented in the other sections of the report were obtained or derived from sources Wunderlich believes are reliable, but Wunderlich makes no representations as
to their accuracy or completeness.

Additional information is available upon request. Wunderlich accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion
of liability does not apply to the extent that liability arises under specific statutes or regulations applicable to Wunderlich. This report is not to be relied upon in substitution
for the exercise of independent judgment. Wunderlich may have issued, and may in the future issue, a trading call regarding this security.

This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of Wunderlich, Wunderlich has
not reviewed the linked site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to Wunderlich's own
website material) is provided solely for your convenience and information and the content of the linked site does not in any way form part of this document. Accessing such
website or following such link through this report or Wunderlich's website shall be at your own risk.

Prices are as of the close of Oct 13 2016.

Armada Hoffler Properties, Inc. October 14, 2016

3

WunderlichCraig  Kucera • 540.277.3366 • ckucera@wundernet.com



 
 
 
 
 
 

 
 

 
Baltimore 
400 E. Pratt Street 
Suite 310 
Baltimore, MD 21202 
866.297.8259 
 
Boston 
260 Franklin Street 
Suite 1540 
Boston, MA 02109 
617.892.7151 
 
Denver 
1099 18th Street 
Suite 2850 
Denver, CO 80202 
866.493.6588 
 
Houston 
4400 Post Oak Pkwy 
Suite 1400 
Houston, TX 77027 
888.385.6928 
 
Memphis 
6000 Poplar Avenue 
Suite 150 
Memphis, TN 38119 
800.726.0557 
 
New York 
150 East 52nd Street 
Suite 2005 
New York, NY 10022 
212.402.2100 
 
Newport Beach 
4695 MacArthur Court 
Suite 450 
Newport Beach, CA 92660 
949.610.8565 
 
San Francisco 
1255 Battery Street 
Suite 425 
San Francisco, CA 94111 
888.257.4339 
 

 
 
Equity Research 
 
 

Director of Research & Chief Market Strategist 
Arthur Hogan                  212.402.2056   arthogan@wundernet.com 
 
Consumer 
      Consumer Staples/Health & Wellness 
          Mitch Pinheiro                 212.402.2077   mitchpinheiro@wundernet.com 
      Leisure/Healthy Lifestyles 
          Rommel Dionisio                 212.402.2068   rommeldionisio@wundernet.com 
      Specialty Retail/Apparel/Footwear 
          Eric Beder                 212.402.2066   ericbeder@wundernet.com 
               Bryan Caronia                                      212.402.2065                                              bryancaronia@wundernet.com 
Diversified Industrials 
      Specialty Industrial & Materials 
          Liam Burke                 410.369.2626   liamburke@wundernet.com 
Energy 
      Exploration & Production 
          Irene O. Haas                 713.403.3980   ihaas@wundernet.com 
          Vedran Vuk                 713.403.3984   vedranvuk@wundernet.com 
      Exploration & Production/Onshore Oilfield Services 
          Jason Wangler                 713.403.3985   jwangler@wundernet.com 
      Master Limited Partnerships 
           Kathy Yang                 212.402.2069   kathyyang@wundernet.com 
Financial Services 
      BDCs & RICs/Mortgage REITs 
          Merrill Ross                 703.669.9255   mross@wundernet.com 
      Equity REITs 
          Craig Kucera                 540.277.3366   ckucera@wundernet.com 
          Merrill Ross                 703.669.9255   mross@wundernet.com           
Technology,  Media & Telecommunications (TMT) 
      Cable/Satellite Entertainment 
          Matthew Harrigan                 303.965.7966   mharrigan@wundernet.com 
      Networking Equip./Services, Connected Devices & IP 
          Matthew S. Robison                415.661.0470   mrobison@wundernet.com 
      Enterprise Software 
          Bill Choi                                                     212.402.2059                                            billchoi@wundernet.com 
          Ryan MacDonald                                       415.489.6837                                             ryanmacdonald@wundernet.com 
      
Institutional Equity Sales 
 
Head of Institutional Equity Sales 
Ed Apple                       901.259.9442                        edapple@wundernet.com 
      Alden Carrere                  949.610.8581    aldencarrere@wundernet.com       
      Sally Chandler                 901.259.9437   schandler@wundernet.com 
      Brett Chiles                  901.259.9436    bchiles@wundernet.com 
      Michael Clurman                                           212.402.2061                                             clurman@wundernet.com 
      Patrick Donnelly                                            901.259.9407                                             patrickdonnelly@wundernet.com 
      James Donovan                  617.892.7222    jdonovan@wundernet.com 
      Thomas Hadley                  303.260.7905    thadley@wundernet.com 
      John Hohweiler                  410.369.2610    jhohweiler@wundernet.com 
      Blake Kukar                 901.259.9411   bkukar@wundernet.com 
      Claudette Mason                 617.892.7224   cmason@wundernet.com       
      Kyle Norton                  212.402.2060    knorton@wundernet.com 
      Vince Prainito                  212.402.2057    vincentprainito@wundernet.com 
      Christina Rosso                  212.402.2055    crosso@wundernet.com 
      Stephen Schlueter                 617.892.7227   stephenschlueter@wundernet.com 
      Thomas S. Stephens                 410.369.2602    tstephens@wundernet.com 
 
Institutional Equity Trading 
 
Head of Institutional Equity Trading 
Brian Scollard                                                     212.402.2072                                              brianscollard@wundernet.com 
      David Cronin                  617.892.7220   davidcronin@wundernet.com 
      Stephen C. Iskalis                  303.260.7901    siskalis@wundernet.com 
      William R. Kitchens                 901.259.9439   wkitchens@wundernet.com 
      Daniel Muhly                 410.369.2606   dmuhly@wundernet.com 
      Jonathan Vonder Linden                212.402.2062   jvonderlinden@wundernet.com 

 


