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On July 29, Essex Property Trust announced second-quarter results and raised its full-year 2026
guidance. Same-property revenue grew 2.7% year over year, and same-property net operating
income (NOI) grew 2.6%. The company reported stronger same-property revenue growth in
Northern California than in Southern California or Seattle Metro. Yet management’s own outlook
depended on estimates of local housing supply, and operating costs were rising alongside
revenue.

Essex is a self-managed apartment real estate investment trust (REIT) whose communities are
concentrated on the West Coast. Its stated strategy is to monitor existing markets and evaluate
new markets for rental-growth characteristics, while adjusting acquisition, development,
redevelopment, and disposition activity. As of June 30, 2026, Essex reported interests in 258
operating communities containing 62,881 apartment homes. Its consolidated communities were
concentrated in Southern California, Northern California, and Seattle Metro.

An outside investor reviewing the new release faces a question of interpretation. Does the mix
of occupancy, revenue, expense and supply evidence support confidence in the company’s
regional operating outlook? Or does the uneven growth across markets, combined with forecast
uncertainty, make the outlook more conditional than the headline suggests? The public
disclosures do not reveal the economics of individual properties or establish which factors
caused regional results.

One portfolio, different regional results

For Q2 2026, the company’s same-property portfolio included 52,135 apartment homes.
Revenue for that group increased 2.7%, from $434.4 million to $446.0 million. Northern
California grew 4.4%, Southern California 1.5%, and Seattle Metro 1.7%.

The company’s revenue bridge attributes 2.2 percentage points of same-property growth to
average rental-rate increases and 0.6 points to other income. Delinquency reduced growth by
0.1 point; concessions and vacancy were approximately flat. Average rent increased to $2,743
per home from $2,683 a year earlier.

Essex also reported 96.3% financial occupancy, compared with 96.2% a year earlier. That
measure is not physical occupancy. Essex calculates it using contractual rental income for
occupied homes and estimated market rent for vacant homes; it excludes delinquency and
concessions. The company cautions that the measure may not reflect short-term
physical-occupancy trends and may not be comparable with other REITs.
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Nor is every revenue dollar part of the same comparison. Non-same-property revenue increased
22.4% to $40.7 million, primarily because of communities acquired or consolidated in 2025,
partly offset by dispositions. This growth does not measure same-property operating
performance.

Q2 2026 operating evidence Result Comparison / scope

Same-property revenue $446.0m +2.7% year over year

Southern California same-property $184.8m +1.5%

revenue

Northern California same-property $181.7m +4.4%

revenue

Seattle Metro same-property revenue  $79.6m +1.7%

Same-property average rent $2,743/home $2,683 in Q2 2025

Financial occupancy 96.3% 96.2% in Q2 2025; company-defined
measure

Non-same-property revenue $40.7m +22.4%; acquisitions/consolidations

and dispositions affect scope

Same-property operating expenses, - +2.6%; utilities were a principal
excluding property taxes stated driver

Same-property real-estate taxes $46.0m +3.3%

Same-property NOI - +2.6%

Sources: Essex Q2 2026 Form 10-Q, pp. 37-40; Q2 2026 earnings release and supplement.
Figures may not sum due to rounding. NOI is the company’s supplemental measure of
same-property revenue less property operating expenses, including real-estate taxes.

Supply and the outlook

Essex raised its full-year 2026 guidance. The company forecast Core FFO per diluted share of
$16.03-$16.25, same-property revenue growth of 2.5-3.1%, same-property expense growth of
2.5-3.0%, and same-property NOI growth of 2.3-3.3%. These are management forecasts, not
reported outcomes.

Management’s supplemental data also included expected housing supply. Its estimates put
combined multifamily and single-family supply at 0.4% of existing stock in Southern California
in both 2026 and 2027, 0.3% in Northern California in both years, and 0.7% then 0.6% in Seattle
Metro. The tables estimate 21,600 multifamily deliveries in 2026 and 17,600 in 2027. The
figures are forecasts from Essex’s Data Analytics group and third-party projections, adjusted for
delivery timing. They exclude some categories of housing. Actual deliveries may differ, and the
methodology may not match other supply estimates.

Supply can work in more than one direction. New apartments can compete with existing
communities for tenants and limit achievable rents nearby. They can also expand housing
choices and relieve scarcity. Local employment and household formation, affordability,
concessions, tenant moves and construction timing can change the outcome. Aggregate
company disclosures do not identify each mechanism’s contribution to Essex’s results.
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Regulation adds another uncertainty. Essex disclosed ongoing proceedings alleging that owners
and operators using revenue-management software shared sensitive information and unlawfully
coordinated rents. The company said it intended to defend itself and could not predict the
outcomes or estimate any resulting loss. These are allegations, not findings; the filing describes
the company’s position as of the cutoff.

Evidence from housing research
Two studies help frame, but cannot settle, the investor’s interpretation.

Diamond, McQuade, and Qian studied San Francisco’s 1994 rent-control expansion to older,
small multifamily buildings. Using a quasi-experimental comparison and administrative address
and property records, they estimated that affected renters were 3.5 percentage points more
likely to remain at their 1994 address. They also found greater conversion of affected properties
and estimated a reduction in the city’s rental supply. The study shows a potential tension
between tenant stability and landlord responses. Its small-building sample, local policy and
historical setting differ from Essex’s large apartment communities; its estimates are not an
Essex forecast.

Asquith, Mast, and Reed studied large market-rate apartment buildings in lower-income
central-city neighborhoods across 11 U.S. cities, including Los Angeles, San Francisco and
Seattle. Their multi-design analysis estimated that rents in nearby existing units were 5-7%
lower relative to trend after new buildings opened, with effects lasting about three years. This
suggests construction can create nearby competitive pressure while adding rental options. The
study’s selected “pioneer” developments, neighborhood types, listing-data coverage and
three-year horizon constrain transfer to Essex’s portfolio. Neither study prescribes a company
decision.

Investor’s task

You are evaluating Essex after its July 29 announcement. The available evidence includes
regional same-property results, company-defined occupancy, expense data, management’s
raised guidance and supply projections, and academic evidence about construction and
regulation. It does not include property-level economics, management’s internal investment
alternatives, or subsequent results.

1. Which parts of the Q2 operating evidence are most useful for assessing the durability of
Essex’s regional outlook? What does each measure omit?

2. Develop at least two explanations for why Northern California’s same-property revenue
growth exceeded the other regions. What additional evidence would help distinguish them?

3. How should an investor use Essex’s housing-supply forecasts alongside the two academic
studies? Which study mechanisms appear relevant, and where does the analogy weaken?

4. ldentify the assumptions behind management’s raised guidance. Which indicators would you
monitor in later disclosures to update your assessment?

5. What is the strongest evidence-based argument for confidence in the outlook, and the
strongest argument for caution? State what remains unresolved.

Sources available by the case date

* Essex Property Trust, Q2 2026 Form 10-Q, filed July 30, 2026.
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https://www.sec.gov/Archives/edgar/data/920522/000092052226000022/ess-20260630.htm

* Essex Property Trust, Q2 2026 Earnings Release and Supplemental Data, July 29, 2026.

e Diamond, McQuade, and Qian, “The Effects of Rent Control Expansion on Tenants, Landlords,
and Inequality”, American Economic Review 109(9), 2019.

¢ Asquith, Mast, and Reed, “Local Effects of Large New Apartment Buildings in Low-Income
Areas”, Review of Economics and Statistics 105(2), 2023.
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https://www.sec.gov/Archives/edgar/data/920522/000114036126030060/ef20078746_ex99-1.htm
https://doi.org/10.1257/aer.20181289
https://doi.org/10.1257/aer.20181289
https://doi.org/10.1162/rest_a_01055
https://doi.org/10.1162/rest_a_01055

