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Portland Economic Overview
by Steve Scranton, Chief Investment Officer & Economist, Washington Trust Bank
Evidence continues to show
that the Portland-Vancouver-Hillsboro Metropolitan Statistical Area
(Portland MSA) economy is experiencing robust growth. Perhaps
the best description is to use the
car analogy: the economy is firing
on all cylinders. As is usually the
case, when an economy is growing
robustly, signs of stress should be
monitored.
Employment: Data provided
by the Bureau of Labor Statistics
(BLS) show that, as of 3/31/17, Portland’s unemployment rate stood
at 3.9%. That is down one full percentage point from a year ago and
compares with a US unemployment
rate of 4.7%.
Year-over-year growth in nonfarm payrolls expanded at a 1.96%
rate compared to the US, growing
at a rate of 1.52%. One thing that
bears monitoring is the pace of jobs
growth, and year-over-year jobs
growth is clearly slowing for both
the US and the Portland MSA. This
is not surprising given the fact that

we are 8 years into this business
cycle. What needs to be monitored
is if the pace of slowing starts to
accelerate.
Wages: Wage growth remains
solid for the Portland MSA. Again,
using data from the BLS shows
that year-over-year average hourly
earnings rose 4.27% for the Portland MSA. This compares to the
US at a 2.55% pace. Average hourly
earnings for the Portland MSA are
$27.62/hr compared to the US at
$26.12.
Real GDP Growth: Although
Real GDP data for MSAs is only
available through 2015, the jobs
and wage growth indicate that the
Portland MSA continues to outperform the US. Real GDP, which as of
12/31/15 was 4.6% for the Portland
MSA, while the US experienced
2.2% growth.
Signs of Stress: The National
Association of Home Builders
(NAHB) publishes an Opportunity
Index that measures what percent
of an MSA’s population can afford

to buy a house based on the median household income, median
home price, and standard mortgage
qualification terms. As of 1st quarter 2017, the Portland MSA number
has fallen to 44.2%. To give some
perspective, the index was 22.2%
for the 3rd quarter of 2007 and
77.6% the 1st quarter of 2012. So,
this is a sign of stress to monitor,
but it does not appear to indicate
that a bubble now exists. People
often measure affordability on a
relative basis. Using this method,
Portland is slightly more affordable
than the Seattle MSA (43.3%) and
clearly far more affordable than the
San Francisco MSA (11.8%!!). But
from a competition standpoint it is
important to remember that there
are other cities that might compete
for Portland’s business. Denver
stands at 55.3%, Austin is 57.5%,
Boise is 61.8%, Salt Lake City is
61.9% and Spokane is 76.0%.
Conclusion: The Portland MSA
is clearly experiencing close to boom
[continued on page three]
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Multi-Unit Housing in a 9.0-Magnitude Earthquake
by Ru Budhi, Multifamily Investment Broker
In the mid-19th century, Ralph examined the issue did the topic of 1700, “we are now at 317 years in
Waldo Emerson wrote that “we of the inevitable upheaval reen- a 243 year cycle.”
To assuage your fears, the Pulearn geology the morning after ter our collective psyche. In referthe earthquake.” This quote is used ence to housing, despite evidence litzer winner is no more a soothin tectonic themes often because it that Rose City is in for a less than sayer than Dr. Goldfinger is an anmentions the word “earthquake.” rosy tectonic event, how concerned ti-CRE Bond villain. The historic
However, the transcendentalist should most investors be regarding and scientific content of her article
was really speaking about how hu- their PDX apartment holdings? Ac- may be factual and irrefutable, but
she also admans acquire
mits that no
more knowlone knows for
edge from bad
sure where or
life experiencwhen the rees than from
ally big one
good ones. In
will happen.
the case of
The danger
9.0-magnimay be imtude earthminent, but
quake s,
not
necesEmerson’s
sarily when
wisdom has
Modern
construction
methods
reduce
the
risk
of
catastrophic
collapse.
gauged
by
yet to be
tested by Portlanders, since such cording to solid real estate data… the average lifespan of a hipster.
Besides, modern architects also
cataclysmic events happen so in- not very much.
frequently in Oregon–only 41 times
Ever since Schultz shook rely on rules of physics and naover the past 10,000 years, or once Bridge City’s commercial real es- ture when designing Stumptown’s
every 243 years. In fact, the last tate industry with her Pulitzer germinating skyline. Building matime the Pacific Northwest suffered winning 2015 article “The Really terials and construction methods
a really big earthquake was back Big One,” owners and develop- today have come a long way since
in 1700–151 years before Portland ers have been concerned about the unreinforced “brickers” of yesincorporated, and 207 years be- the stability of their investments. teryear. Last October, for instance,
fore the city’s first true skyscraper After all, the Ivy League journal- the Framework building, billed as
(the 12 story Wells Fargo Building ist included a FEMA opinion that America’s first wooden skyscraper
on 6th Avenue) was built. Rip City “everything west of Interstate 5 at 12 stories high, began sprouthas never been ripped by a major will be toast.” She even noted that ing on NW 10th and Glisan using
tremor, so seismologists rumbling prominent local paleoseismolo- earthquake resistant Cross Lamiabout how underprepared we are gist, Dr. Chris Goldfinger, pre- nated Timber technology. Local
for a full-margin rupture of the dicts there is a 33% chance a big firm Lever Architecture, designed
Cascadian subduction zone hardly earthquake will happen in Oregon the 142’2” tall apartment to sway
ever registers on anyone’s amygda- within the next 50 years, while a and flex like the stick of a protest
lar Richter scale. It was not until colossal 9.0-magnitude has a 10% sign.
Furthermore, while it is true
journalist Kathryn Schultz, who probability. To rattle us further,
briefly resided in Portland after she added that counting from the that before 1974, the state did not
graduating from Brown University, calamitous west coast earthquake have any seismic codes for build[continued on next page]
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Multi-Unit Housing in a 9.0-Magnitude Earthquake
[continued from page two]

ings, and that it took until 1994
for laws to address a 9.0-magnitude, there are not many existing older mid-rise (5-12 stories)
and high-rise (13+ stories) apartments. CoStar shows that within
Portland, only 166 mid-rise and 5
high-rise apartments were erected
before 1994. Therefore, of the 2,262
multi-unit housing structures and
complexes in the city, only 7.6%
are both 5 stories or greater and
built before mandated earthquake
proofing. Some of these earlier
structures were subsequently voluntarily retrofitted to increase
lateral load survivability, so the
percentage of taller structures in
danger of full collapse is slightly
lower. Eric Watson, a principal at
Portland based Miller Consulting
Engineers, Inc., explains that for

commercial properties, the cost of
seismic retrofitting is determined
on a case-by-case basis, and is not
necessarily dependent on square
footage as it is with residential.
Brian P. Dooney, of locally-owned
Leonard Adams Insurance, says
that earthquake coverage may
make sense, since a $2.7 million
masonry building with a gross annual income of $300,000 may have
an annual premium of $11,500,
despite it being three stories tall
with a basement, built in 1890
and located within six blocks of
the river. The financial risk to
multi-unit housing owners, therefore, can be mitigated with proper
planning, so owners should consider interviewing engineers and
insurance companies regarding
their options.

Average Price/Unit for Portland Metro Apartment Sales
2004-2017 2014
**Asa Flats
2008
**The Ardea
$448,916

2007
**10th @ Hoyt
$294,007
* excluding
Brewery Blocks
mixed use

& Lofts
2011
$456,710/unit
**Museum Place
Broadstone Enso
Kearney Plaza
The Beverly
$367,521 avg
2013
**The Cyan
Savier Flats
2016
2010
$295,951 avg
$273,953 avg
2012
**Ladd Tower
**Hawthorne 44
2017
Tupelo Alley
Axcess
15
$262,783 avg
Park 19
Riverplace
Sq
2121 Belmont
$244,692
avg
$235,081 avg

$205,000/Unit
$195,000/Unit

2009
**The Cyan
$184,659

$185,000/Unit
$175,000/Unit
$165,000/Unit
$155,000/Unit
$135,000/Unit
$125,000/Unit
$115,000/Unit
$105,000/Unit
$95,000/Unit
$85,000/Unit
$75,000/Unit
$65,000/Unit
$55,000/unit
$35,000/Unit

Year
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Price/Unit
$55,293
$66,931
$67,164
$80,544
$86,717
$64,815
$70,776
$82,644
$82,397
$85,495
$122,752
$146,801
$156,985
$161,875

Newer
Construction

$145,000/Unit

$45,000/Unit

Seasoned
Construction

'04

'05

'06

'07

'08

'09

'10

'11

'12

'13

'14

'15

'16

'17

Year

Year
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Price/Unit
$76,286
$78,518
$79,112
$114,728
$96,211
$69,373
$107,132
$123,973
$115,764
$95,306
$192,132
$206,724
$273,953
$262,783

* Paramenters change: Newer Construction is defined as having been built after 2008 for the years 2015 - present; after 2000 for 2011 -2014;
after1990 for the years 2004 -2010. **New high-end sales and condo-conversion sales are graphed separately.

Source: CoStar Comps.com
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Newer
Construction

Seasoned
Construction

Luxe & Condo
Conversion

Conclusion: While it is important
to heed the warnings of Shultz, because of the relative brevity of our
lives, it might be better to live in “a
kind of temporal parochialism–an
ignorance of, or an indifference to,
those planetary gears which turn
more slowly than our own.” We
might be on shaky ground to assume this, but Dr. Goldfinger probably feels this way, otherwise he
would not be working at the Corvallis campus of Oregon State University. If you would like to learn
more about protecting your apartment building from earthquakes,
please contact Norris & Stevens.
Ru can be reached
at 503-225-8454
or rbudhi@norris-stevens.com

Portland Economic
Overview
[continued from page one]

times for the economy. As the old
business saying goes, the time to
manage risk and plan for the bad
times is while times are good. As
Aesop’s fable teaches us, it is far
better to be the ant, who plans for
the cold winter, than the grasshopper, who hopes that the good times
continue forever. Have you begun
the planning process to weather the
next recession and be able to take
advantage of opportunities that will
be created?
Steve Scranton can be reached at
sscranton@watrust.com
[Washington Trust Bank provides a full
range of banking and investment services.]
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Expertise
Needed to Navigate City Housing Markets
				
by Charles Conrow, CPM® • Multifamily Investment Broker

Trying to make projections
regarding the health and direction of the Portland multifamily market, either operations or
sales, is like herding cats. Each
property type, neighborhood or
demographic will likely be going in a different direction.
The downtown and close-in
areas are attracting, embracing and benefiting from the
influx of millennials. They provide the employment base the
creative and tech companies
need. These companies have
flocked to the downtown core
and close-in neighborhoods.
The companies and their employees have brought with
them a politically progressive
influence to Portland which is
reflected in the acceptance of
higher densities, the expansion of mass transit, and alternatives to vehicle use. This, in
turn, has led to the displacement of the close-in light industrial/manufacturing uses,
and associated supply and
support businesses, as well as
the housing that targeted their
employees. The displaced businesses either ceased to exist
or moved out farther from the
core, where they could afford
the cost of doing business.
These changes brought
stress as the city became home
to the diverging economies of
the more affluent creative/tech
world and the lower paid service workers in the expanding

page four

entertainment/dining and hospitality industry. The one group
has prospered, driving demand
for new micro units and upper end housing, creative office
space conversions and develop-

Vintage buildings mingle with new
construction in close-in neighborhoods.

ment, new restaurants, boutique retail, and nightclubs.
The other has created political
pressure to subsidize or create affordable housing, and
increase public transportation
and services. We are seeing increased friction between divergent demographics.
The pressure of affordability is starting to show up in
the cost of government services, and will be reflected in the
value of real estate. Increased

development requirements,
charges and fees will be added
to the price of the land, helping to drive up its cost until the
income it can produce will no
longer support price increases. Caps on rent, utility costs,
and business taxes will start to
erode gross potential income,
and feasibility for new development and reuse will no longer
be economically achievable.
At this point, the two cats
are sprinting in opposite directions. How the city, its residents, and the real estate and
business owners react to our
bifurcated economy has yet to
be fully determined. Either
the demand will have to decrease or the supply will have
to increase. But, if artificially
restricted, the market will become out of balance, and further stress and uncertainty
will occur.
Conclusion: In summary, the
one thing you can count on is
change. To successfully adapt
to change (herd the cats), you
will need an informed real estate professional. Let us be
the resource you need in these
changing times.
Charles can be reached at
503-225-8439
or charlesc@norris-stevens.com

©2017 Apartment Investors Journal
Norris & Stevens, Inc.

APARTMENT
INVESTORS JOURNAL
Creating Value in Investment Real Estate
SM

2017: Apartment Demand Confronts
Supply and Affordability
by Tom Davies CPM®, CCIM® • Multifamily Investment Broker [Retired]
As we begin 2017 the housing
industry continues to search for
some equilibrium in apartment inPortland Metro Median Cap Rates
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[continued on the next page]
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ventory, with growing demand for
rental housing, a prolonged period
of high end apartment construction, and an ongoing contraction
of what could be called affordable
housing in the Portland Metropolitan Area. Conventional apartment
developers rush toward completion of projects while the market
is strong, and affordable project
sponsors struggle to assemble the
needed financing to achieve project
feasibility. We’ll try to highlight
some of the factors affecting the
current market, and hopefully provide some insight into the outlook
for 2017.
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tion, the same investment forecast
estimates an increase in the vacancy rate to 3.6%. According to the
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Construction permits in the
PMSA for projects exceeding ten
units continued at a high level in
2016, totaling 6,968 permits.
The attached chart shows this
was the highest level over the
past twelve years. The Marcus & Millichap Investment
Forecast predicts the addition
of another 4,600 apartment
completions in 2017, which is
a reduction from the previous
levels, but above the average
deliveries over the past decade.
With the pace of new construc-

Source: CoStar.com

Norris & Stevens apartment survey,
the Portland occupancy rate stood
at 96.7% at year end, so occupancy
appears to be continuing the modest
downward trend after the peak of
97.5% in 2015.
In-migration to Portland and
Oregon is not slowing down. The
US Census Bureau reported in February 2017 that the United States
population growth was 0.69%,
reflecting a gradual decline in the
rate of population increase over the
past ten years. Contrasting that
trend, the population forecast for
Oregon in 2017 is 1.49%, or slightly
less than the 1.56% growth of 2016.
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Apartment Demand Confronts Supply and Affordability
The Portland Metropolitan Statistical area growth rate has been
even higher at approximately 1.9%
and almost 45,000 new residents in
2016. With a net projection of 60,600
new Oregon citizens in 2017, it appears the demand for new housing
will continue in Oregon
for the near future. Oregon and in particular
Portland continues to
draw new residents who
seek new opportunities,
an improving employment picture and quality
of life.
Although occupancy
declined slightly in 2016
to an average of 96.7% in the Portland Metro area as reported in this
Apartment Investors Journal, this
would still be considered a tight
rental market. Some submarkets
have seen some movement toward
greater availability, however, apartments in the more affordable rent
ranges are hard to find, or not
available.
The unemployment rate in
Portland declined to an average
of 4.7% in 2016, slightly less than
the U.S. average of 4.9%. In 2016
the State of Oregon was at 4.9%,
but the Oregon Department of Employment reported that Oregon’s
unemployment rate dropped to
4.3% in January of 2017, which

page six

[continued from page five]
was the lowest rate reported since
1976. Similarly, the unemployment rate for the Portland Metro
area dropped to 3.9% in January
2017. The Oregonian recently reported that the state of Oregon led
the nation in 2016 in job growth

adding 3.3% more jobs than the
previous year. The employment
situation continues to improve,
and wage growth has been more
robust in recent months. In the
Portland Housing Bureau’s State
of Housing in Portland report released in December 2016, median
income for Portland homeowners is nearly $80,000, however,
the median household income
for Portland renters is just over
$30,000. Unfortunately, wage and
income levels for renters have not
kept pace with average rent growth
in the Portland market.
Rent growth has been significant in Portland. For new
construction of two bedroom units,

rental rates have increased an
average of 9.6% since 2000, and
for two bedroom apartments over
ten years old the average increase
has been 5.8% since 2000. The
average monthly rent in Portland
on an existing 2 Bedroom 1 Bath
apartment is now $1,252.
Screening standards
for most rentals are in
the 2.5 to 3 times rent
range. Qualifying income
would therefore need
to be $3,130 to $3,756
on a typical two bedroom apartment. With
an approximate median
income of $30,000 annually and $2,500 per month, the
average renter does not qualify for
the typical two bedroom apartment.
Renters earning the current Portland minimum wage of $9.75 per
hour, or $1,690 per month, would
only qualify for rent in the range of
$563 to $676 without some kind of
assistance, and availability at that
rent range of any size apartment
is minimal or non-existent. Income
levels have simply not kept up with
the income standards required to
pay the average prevailing rent in
the Portland Metropolitan area.
In Oregon legislators are pushing for measures that restrict rent
growth or limit landlord’s abilities to give notices without cause
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Apartment Demand Confronts
Supply and Affordability
[continued from page six]
to address the housing shortage. Conclusion: Rent growth in PortWhile rent control might assist some land has been significant, and
renters in the short term, it doesn’t population increases and higher
address the issues of low wages, lack end housing construction has supof construction of affordable units, ported that growth. Affordability
or inadequate health care to deal is limited by area wages and the
with significant contributing factors lack of availability of moderately
such as substance abuse, age related priced apartments. Although wages
complications or mental health are on the rise, and rents may be
problems. Rent control in particular reaching their peak, equilibrium in
doesn’t facilitate housing construc- Portland’s housing market is likely
tion, but makes project feasibility to be elusive through 2017 and into
more difficult. Rent control also 2018. The supply and demand cycle
places the entire burden on build- will continue to keep values high
for owners and rents higher than
ing owners and developers.
Cities on the West Coast are many renters can afford, but both
experiencing the most significant values and rents are reaching their
population growth in the nation. natural limits. Long term owners
As a result, they are also seeing remember that real estate ownerthe most pressure on their existing ship is a cyclic industry, and there
housing stock. Each city is taking is little doubt that the apartment
their own approach to deal with cycle is nearing the end of the expeople living on the street, and pansion phase. Population growth
time will tell what works well. As may extend the cycle, but wage
an example, Los Angeles County stagnation, interest rate increases
approved the multi-faceted ballot and rent control will eventually put
Measure H on March 7, 2017 by the brakes on the explosive construca two thirds majority, which was tion of higher end apartments. For
called the “Los Angeles County affordable housing, perhaps old
Plan to Prevent and Combat Home- programs will be rejuvenated or
lessness.” The measure seeks to new programs will be developed to
address multiple causes of home- help affordable housing sponsors fill
lessness by providing short term in the gap for the low to moderate
housing, identifying those at risk of income rental market.
losing housing, increasing job training, substance abuse counseling,
and mental health treatment. This
measure follows the $1.2 billion
bond measure passed in November
2016 to build approximately 10,000
units of housing geared toward LA’s
chronically homeless.

Investors know their
multifamily investment property
is in good hands with an
Institute of Real Estate
Management Accredited
Management Organization®.
Norris & Stevens is not only
AMO® accredited —
we have more Certified
Property Managers®
than any other firm
in Portland.
Call Brian Bjornson or
David Keys
to discuss your properties!
503-223.3171

900 SW Fifth Avenue, 17th Floor
Portland, Oregon 97204
TEL (503) 223-3171
FAX (503) 228-2136
www.norris-stevens.com
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Portland
Metro Owners’ Options: The Next Thirty Years
					
by Cameron Mercer • Multifamily Investment Broker

Historically, low vacancy rates
have made apartment property
the strongest commercial investment vehicle. The current apartment market vacancy rate is
about 5%, while other commercial properties often have 10%20% (or more) as their normal
operating vacancy. Over the past
thirty years, apartment owners/
investors in the Metro area have
experienced rapidly building equities, thanks to low vacancy
rates, robust in-migration, and
an improving economy.
Here is a case study analyzing
the thirty-year tenure of the owner of a suburban building from a
macro level, examining the decisions he has made throughout
his ownership of the property.
The subject property is a 30unit apartment building, built in
1970 in Beaverton, a suburb of
Portland. The property is comprised of one and two-bedroom
apartments, with a laundry
room and off-street parking. It
is located near Beaverton High
School, and is situated on a
street with competing buildings
of a similar age. There has been
little new construction to compete with the apartment properties on this street, or within a
two mile radius.
The building was purchased
in 1989 as an investment for
$504,000 ($18,000 per unit.) The
investor was an experienced commercial real estate investor from
California. He saw the advantagpage eight

es of moving into a different market, and he liked this building because it was close to good schools
and downtown Beaverton. The
new owner knew that he would
need a competent management
company, one which knew the
local market inside and out. He
hired a local management company, which was managing buildings similar to his at the time.
This property had good occupancy from the outset. It was
a B class apartment building in
an area attractive to Beaverton
families. Throughout the ‘90s
and early 2000s, despite some
hiccups in the national economy,
the building maintained a strong
occupancy of ±95%. Rents rose
and dropped, but the return remained strong. Some capital
projects, including installing new
roofs, painting the exterior, and
resurfacing the parking lot, were
completed during this time.
From 2003 to 2007 rents
climbed quickly and vacancies
were low. The property’s value
was soaring, along with the cash
flow. Rents had increased in the
‘90s, but nothing like the gains
seen during this four year time
span. Should this owner sell?
The building was worth 3 to 4
times as much as it was when
he purchased it in 1989. With all
the appreciation, he could complete a §1031 exchange, possibly
into something newer with less
maintenance. In this case, our
owner decided to hold the prop-

erty, as the country headed into
the “Great Recession.” As the recession set in, rents flattened out,
and vacancies crept up. These
were not good times for anybody
in the market. But this investor’s philosophy was to hold for
the long-term. When the market
came back in the middle of 2011,
it came back BIG! From 2011 to
2015, rents increased at a doubledigit pace, year after year.
This property now has a value of approximately $3.3-$4.5
million dollars, with an overall
return that would gratify any
investor. The property’s value is
approximately 6.5 times what it
was worth in 1989! Our investor
made the right decisions to maximize his long-term return.
Conclusion: What are his options now? He could continue to
hold the property and enjoy the
strong cash flow, but he will no
longer benefit from tax savings for
depreciation, since he bought the
property more than 27.5 years ago.
He could complete a §1031 exchange
into something newer. He could also
sell the property with seller financing, and thereby spread out his capital gain over a longer time. These
are the considerations every apartment investor must think about. We
at Norris & Stevens are here to help
owners evaluate their options, make
the next step, and grow their portfolio’s value!
Cameron can be reached
at 503-225-8456
or cameronm@norris-stevens.com
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Expect Gradual Rate Hikes Over
the Next Three Years

by Kirk Ward • Senior Multifamily Investment Broker
The Federal Reserve raised apartment age, and whether the
• New construction financing
its benchmark rate, for the third loan is recourse or non-recourse.
will be both more difficult to obtain
time since the Great Recession of
• The lower loan-to-value ratio and more expensive in the future.
2007-2009, in March 2017. They will almost always result in lower
• Variable rate loans are likeanticipate a gradual increase in interest rates.
ly to have higher monthly payments
rates over the next three years, with
• The vast majority of inves- and interest rates going forward.
two additional increases this year. tors today are selecting lenders who
It appears we are approaching will allow them to lock in the inter- Conclusion: With good financing
the top of the current economic cy- est rate up front to reduce interest options available to apartment
cle, with increasing interest rates, rate risk.
investors today, it is important
higher apartment vacancies, less
• Life insurance companies to understand that the quoted innew construction, and higher Cap will generally out-compete the mar- terest rate can vary significantly
rates going forward.
ket with the lowest interest rates depending upon the lender prefHere are some of the current and margins as low as 140 basis erences and loan-to-value ratios.
financing trends that will acquaint points, providing the loan-to-value Norris & Stevens brokers work
investors with the best options to ratios are below 65%.
with a wide variety of lenders, and
finance or re-finance their apart• Freddie Mac is generally can assist investors with multiple
ment:
out competing Fannie Mae through financing options.
• The good news is that inves- lower interest rates and the ability
tors will still have several financing to lock in an interest rate up front.
Kirk can be reached at
options available to them, depend503-225-8448
ing on market location, loan size,
or kirkw@norris-stevens.com
4.5%

Typical Rates by Type of Lender
Available April 2017
Savings Banks:
5 year fixed • 7 year fixed • 10 year fixed
4.00% • 4.30% • 4.70%
Fannie Mae & Freddie Mac:
10 year fixed - 4.40% - 4.70%
Life Insurance Companies
10 year fixed - 4.00% - 4.20%
Credit Unions
5 year fixed recourse
4.50% - 4.70%
Rates vary: recourse/non-recourse,
loan-to-value,, location, loan size.

PRIME INTEREST RATES
LIBOR AND TREASURY RATES
May 2016 to May 2017

4.0%

4.0%

Prime Interest Rate

3.5%

3.5%

3.0%

3.0%

2.5%

2.5%

2.0%

2.0%

1.5%

1.5%

1.0%

1.0%

0.5%

0.5%

0.0%
0.0%
05/16 06/16 07/16 08/16 09/16 10/16 11/16 12/16 01/17 02/17 03/17 04/17 05/17

Ten Year Treasury
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Feasibility in Today’s Market:
Construction Loans & Permanent Financing
by Kenneth McBride, President, McBride Capital
Capital is still readily available higher leverage, all good things come certification can have a substantial
for multifamily housing. Construction at a price. In return for the consider- impact on MIP, reducing the MIP
loans, however, are harder to come able increase in loan proceeds, the rate as lows as .25% in many cases.
by. It’s no longer a surprise to hear life company generally takes 49% of For example – on a $10 million loan,
that Commercial Mortgage-Backed cash flow and 49% of the upside from lowering the MIP by 40 basis points
Securities have all but lost their place sale proceeds. We see this form of with a green certification would inin the lending scene. This has created financing most popular in $20 - $50 crease cash flow by $40,000 per year
an opportunity for banks to increase million projects.
over the 40-year term, not to mention
lending in the Portland market and,
HUD
a savings of $75,000 at loan closing.
until recently, they have helped to
For loans greater than $5 milAffordable Discounts
fill the void left by CMBS. But new lion, an option growing in popularity
Affordability continues to be a
underwriting parameters for bank- is FHA/HUD Section 221(d)(4). The major concern in the Portland Metro
ing institutions have reduced loan 221(d)(4) program has great upside: Area and Inclusionary Zoning has
proceeds. Many banking institutions
• Construction and Perm loan forced builders to add an affordabilare now struggling to surpass 65%
• 40 year fully amortizing loan ity component for every project with
Loan-to-Cost (LTC). Furthermore, in- with up to 2 years of interest only 20 or more units. HUD helps offset
clusionary zoning and proposed rent during construction
this shortfall in revenue by providcontrols have put additional pressure
• Non-Recourse
ing a lower MIP for multifamily
on proformas. This article will focus
• Reduced interest rate risk, projects that have affordable units.
on the current state of construction interest rate is locked prior to closing For projects that have at least one
loans and popular permanent financ• 85% LTC
affordable unit (and up to 90% of the
ing options for developers.
• 1.17 x Debt Service Coverage total units), the MIP is reduced by
Construction Loans
Ratio for market rate apartments, 30 basis points. For properties that
The multifamily construction 1.11-1.15 x DSCR for affordable are greater than 90% affordable,
lending market has begun to tighten apartments
HUD reduced the MIP by a total of
due to uncertainty in the market
• Lower interest rates than 40 basis points.
related to legislation, coupled with a most construction options
With the 40-year amortization,
softening in the multifamily market
With inclusionary zoning and lower interest rate, and reduced
overall. This tightening is limiting rent control looming in Portland and MIP, the feasibility of construction
most banks to 60 to 65% LTC, as across the state, HUD offers multiple projects in the Portland area is often
proformas are underwritten to an in- proforma enhancing options.
preserved.
terest rate floor greater than current
Green Discounts
Permanent Financing
permanent market rates. The followWith Portland’s strict building
We’re frequently asked for the
ing two financing options are allowing standards, many projects will be best permanent financing options for
developers to obtain the leverage they eligible for a green certification with taking out construction loans (which
need to make a deal pencil.
little to no additional work. Projects are often appropriate for purchases
Life Companies
completed as late as 2000 have and refinances as well). As CMBS
One option available is obtaining been eligible for certification with and traditional banking options
construction loans from life compa- no capital expenditures. Mortgage struggle to remain relevant, agency
nies. These programs allow for high Insurance Premiums (MIP) start at lenders have stepped up to offer exleverage loans of 85% to 90% LTC. 1% at loan closing and .60% ongoing
[continued on page thirteen]
While borrowers generally cheer for the life of the loan. The green
page ten
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Vancouver Rising
by Cam Chatfield • Multifamily Investment Broker

2016 was another terrific
year for multifamily investors in
the greater Portland area. Properties continue to perform well,
and values remain at record
highs. With rent control and
other stringent Landlord Tenant Laws
looming on the horizon in Oregon, Southwest Washington offers great alternative
investment opportunities for landlords and
additional options for
tenants.
According to the
US Census Bureau,
population growth in
Clark County grew an average
of 1.57% from 2010-2016. If this
trend continues, in 2020 Clark
County will have 497,044 residents. Other estimates show a
population of over a half million by 2020, and over 562,000
by 2035, making this the second
fastest growing county in the
state of Washington. Plans for
this growth have been underway since 2014, when the city
of Vancouver invested approximately $45 million to incorporate the downtown street grid
into the waterfront, which has
been disconnected and inaccessible for decades.
Currently there are approximately 1,185 units under
construction and 2,731 units
proposed in the City of Vancouver. Meanwhile, the remainder
page eleven

of Southwest Washington has
virtually no new construction
in the pipeline. One hundred
percent of the proposed units
are scheduled to be part of the
upcoming 32 acre high density/

mixed use Waterfront Redevelopment Project that was purchased in 2008 by Gramor Development for $19 million. This
“super development” will make
up 22 blocks, hosting around
3,300 apartment units, 1 million square feet of build-to-suite
office space, 250,000 square feet
of retail space, and a 120-room
luxury hotel. The development
is expected to create an estimated 2,500 permanent jobs.
This would happen over a 15-20
year period, keeping the deliveries sustainable. According to
project director of Gramor Development, there is over $200
million of construction in Phase
One, currently underway, with
an estimated completion of 3Q
2018. Phase One will consist of
250 apartments, 50,000 square

feet of restaurant space, 20,000
square feet of retail space, 62,000
square feet of office space, and
a half mile of Waterfront Park,
which will include the iconic
Grants Street Pier. Phase Two
will consist of a 120room luxury hotel, 40
condominiums, and
251 apartments units
scheduled to be completed in 2019.
With 2016 being an
historical year for new
apartment construction in Multnomah
County, a common
topic amongst investors and developers is
whether the City of Portland is
currently being overbuilt with
new Class A product, thereby
pricing renters out of the market. This trend is leading renters to consider more affordable
markets such as East Portland
and Clark County.
Conclusion: According to CoStar, since 2014 Vancouver has
seen average rent growth of
8-10% and median property values have increased close to 43%
in this same time period. This
leads to a possible conclusion
that Vancouver has become, and
will remain, a desirable place to
live, work, and place investment
dollars.

Cam can be reached
at 503-225-8487
or camc@norris-stevens.com
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Rent Differentials in the Portland Metro Area
by Todd VanDomelen • Multifamily Investment Broker
A young couple is moving to Port- areas can be twice as high as some of
land, and is seeking an apartment the outlying areas.
to rent. The couple is looking for a
Some of those outlying areas are
one bedroom/one bath apartment served by lightrail, with direct lines
with parking. They would like to be to the central business district. These
centrally located as they have fam- include Milwaukie, Beaverton, Outer
ily both in Portland and Vancouver. SE Portland and North Portland.
Central business district
$1900 AVERAGE RENTS
One BD/One BA
proximity would be ideal $1800
$1700
for their lifestyle due to
$1600
easily accessible shopping $1500
areas, restaurants, close $1400
community, and night $1300
$1200
life. A low crime rate is $1100
also preferred. A number $1000
$900
of neighborhoods meet $800
their criteria, however, the
appeal of these ideal neighborhoods is impacted by
pricing. There are a wide 6.0% AVERAGE VACANCIES
One BD/One BA
range of rents depending 5.5%
5.0%
upon the popularity of 4.5%
4.0%
specific neighborhoods, as 3.5%
3.0%
well as the apartment’s 2.5%
2.0%
1.5%
amenities.
1.0%
The price differential .5%
in rent between outlying
areas compared to trendy,
central business district,
close-in North, Northwest,
The Portland Metro area added
and Southeast areas is substantial.
Rent in close-in areas are $2.30 - about 30,000 new jobs in 2016, with
$3.00/square foot, and often do not a record-low unemployment rate of
include parking. The ring of areas 3.5%. According to economists, this
outside of the urban include Mil- trend should continue for at least
waukie at $1.41/square foot, PDX the next couple of years. Job growth
Outer SE at $1.33/square foot, St. and in-migration of new residents
Johns at $1.40 - $2.28/square foot, will continue to provide demand for
Beaverton at $1.63 - $2.00/square apartments. Oregon is also popular
foot, and Vancouver at $1.40 - $1.57/ place to move to for retirees. Oregon
square foot. These outer areas also is the “Top Moving Destination” in
feature larger units, and include the Western United States, and is
parking. Rents/square foot in the third for the country behind South
central business district and close
2.16/SF

2.36/SF

2.55 /SF

2.01/SF

1.90/SF

2.28/SF

1.72/SF

1.63/SF

1.58/SF

1.57/SF

1.54/SF

1.41/SF

1.33/SF

1.40/SF

1.33/SF

Dakota and Vermont according to the
United Van Lines survey.
New apartment construction
has been increasing every year since
2009, but has been unable to keep
the pace with demand. In 2016,
approximately 7,700 new permits
were issued. About 4,620
$1900
of these permits were is$1800
$1700
sued in Multnomah County
$1600
primarily in the close-in
$1500
areas, where demand is
$1400
$1300
the strongest and rents
$1200
the highest. These new
$1100
$1000
units should increase the
$900
vacancy rate, and slow the
$800
record rent growth we have
seen in recent years. Washington County accounted
for approximately 1,550
6.0%
5.5%
new permits, Clackamas
5.0%
4.5%
County 1,160 and Clark
4.0%
3.5%
County about 400 permits
3.0%
2.5%
in 2016.
2.0%
1.5%
Conclusion: The wave of
1.0%
.5%
new units coming on line
will start to balance out
demand. Consequently,
we will see an increase in
vacancies and rent stabilization. Rents will not increase at the
same rate as we have seen in the last
couple of years. Contact one of our
Brokers with questions regarding
specific submarkets. We can provide
rent surveys for a specific neighborhood for the feasibility of a new project
or the rehab of an existing apartment
investment.
2.84/SF

1.60/SF

PDX Inner Eastside
Pre-2008

Beaverton/Sunset
Pre-2008

PDX Westside
Pre-2008

Clackamas
Pre-2008

Milwaukie/Gladstone
Pre-2008

PDX St. Johns
Pre-2008

Vancouver
Pre-2008

PDX Outer Eastside
Pre-2008

PDX Downtown
Pre-2008

PDX Inner Eastside
Newer

Beaverton/Sunset
Newer

PDX Westside
Newer

Clackamas
Newer

PDX St. Johns
Newer

Vancouver
Newer

PDX Outer Eastside
Newer

PDX Downtown
Newer

PDX Inner Eastside
Pre-2008

Beaverton/Sunset
Pre-2008

PDX Westside
Pre-2008

Clackamas
Pre-2008

Milwaukie/Gladstone
Pre-2008

PDX St. Johns
Pre-2008

Vancouver
Pre-2008

PDX Outer Eastside
Pre-2008

PDX Downtown
Pre-2008

PDX Inner Eastside
Newer

Beaverton/Sunset
Newer

PDX Westside
Newer

Clackamas
Newer

PDX St. Johns
Newer

Vancouver
Newer

PDX Outer Eastside
Newer

PDX Downtown
Newer

Todd can be reached
at 503-225-8475
or toddv@norris-stevens.com
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Feasibility in Today’s Market
[continued from page ten]
tremely competitive loan programs
that also offer discounts for affordability and green certifications.
Fannie / Freddie
Fannie and Freddie have created competitive small balance loan
programs that provide a streamlined, long-term loan with 30-year
amortization for loan amounts up
to $7.5million. As with HUD, Fannie
and Freddie provide pricing considerations for affordability and green
certifications. A property may be
eligible for a reduced interest rate for
affordability even if the property is
not regulated as such. It must simply
meet the agency’s criteria of having
affordable rates based on the area
median income.
HUD
For construction loans that have
mini-perms, HUD becomes an option
worth considering. HUD guidelines

require that 3 years of occupancy be
met to qualify for the HUD Section
223(f) program (otherwise Bridge-toHUD would be necessary). The HUD
223(f) program can be utilized for the
purchase or refinance of multifamily
properties and provides a 35-year
fully amortizing non-recourse loan.
As with the HUD 221(d)(4) program,
there are significant incentives for
affordability and green components.
Conclusion: Inclusionary zoning and
rent control, a disengaged CMBS
market, and more conservative bank
pricing have created road blocks for
builders, developers, and investors of
multifamily real estate. Understanding the best avenues for securing debt
and leveraging programs for affordability and green certifications may
prove to be the difference between a
project being viable or never breaking
ground. As the cost of building and

operating multifamily real estate
continues to rise, investors are seeking financing options that allow them
to create reliable and lasting cash
flow for terms from 10 to 40 years.

Ken McBride is the President at
McBride Capital, a commercial real estate
mortgage brokerage firm based in Lake
Oswego, OR. McBride Capital takes an advisory position with their clients to provide
financing options designed to meet their short
and long term real estate strategies. Offering
the best in commercial real estate mortgage
brokerage services, McBride Capital works
closely with HUD, FNMA, FHLMC, CMBS,
Life Insurance Companies, and traditional
bank financing options for all property types.
Please visit www.mcbridecapital.com or call
503-624-5800 for additional information.

Watch This Space
by Chase B. Brand • Multifamily Investment Broker
As many apartment investors have is allowed at the state level – and will the county to the local cities and towns,
become aware, one of the side effects also remove the landlords’ ability to is- enacting new landlord tenant laws. The
of a very tight rental market with rap- sue “no cause” terminations.
consequence would be a patchwork of
There are already new rules and laws throughout the state for landlords
idly rising rents is that state and local
politicians are getting elected in order regulations regarding notifications for and tenants. Keeping track of what the
“to do something about the problem.” rent increases and terminations, which law is in each locality would become a
While the short-term economics have started as city of Portland ordinances, new nightmare for investors, and a boon
produced a boom time for investors but now have been adopted statewide. to landlord and tenant attorneys.
in apartments, most know that it is a Portland again is leading the landlord/ Conclusion: Contact Norris & Stevens to
cyclical business, and that the boom tenant fight by enacting a short-term stay abreast of the most recent developmarket will not last forever. There may measure that provides that relocation ments regarding the landlord/tenant
be tougher times ahead, just around the costs be paid to residents who receive law in Oregon and SW Washington.
corner. Politicians, on the other hand, a “no cause” termination or a rent in- Knowing the law will become a key eleare concerned about the problem “now.” crease in excess of 10% per year.
ment in the effective operation of your
If House Bill 2004 passes, which will Apartment Investment.
At this writing, there is a bill in
Reach Chase at 503-225-8491
the Oregon State Legislature that allow local jurisdictions to impose rent
or chaseb@norris-stevens.com
will remove the prohibition on rent control, investors can expect to see each
control by specific municipalities – it

and every authority, from the state to
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SPRING 2017 RENT SURVEY
Oregon
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Rent Survey Markets. Norris & Stevens also surveys additional markets not published in this newsletter.

Executive Summary

Norris & Stevens conducts regular rent and vacancy surveys in order to determine the range and depth of the
rental market in Portland Metro and the Willamette Valley. The current survey covers 135,904 apartment units. The
overall vacancy rate for the Portland Metro Area is 3.30% at the time of this survey. This is an increase of .80%. Rents
shown below are an average of the stated asking rents, and do not reflect the impact of concessions on rental income.
Concessions are also not factored into the vacancy rates – financial occupancy may be significantly lower than physical
occupancy. Under-reporting of vacancies may be concealing additional turnover issues. Lease-ups are not included in
vacancy rates. Only complexes over 20 units are included. Beginning with the Spring 2012 issue of AIJ, there was a
change in the definition of “Newer” and “Older.” Previously, older properties were defined as those built prior to 1995.
To differentiate between the aging apartment inventory and new construction, “Older” buildings were re-defined as
those built prior to 2000. For this issue and the last, “Older” buildings were defined as having been built prior to 2008.
For each forthcoming issue, the definition of “Older” will move up one year. We feel this better reflects market realities.
Norris & Stevens deems the results reliable. We do not guarantee their accuracy. All information should be
verified prior to any real estate transaction use. As we add properties to or drop properties from our survey, any area
may show minor data fluctuations. Call a Norris & Stevens broker regarding other submarkets surveyed in Oregon
and Southwest Washington.
Area

Studio

1BD/1BA

Albany/Seasoned & Newer Av. Rent
(Vacancy Rate 3.0%)
Av. Sq. Ft.
1 vacancy does not include lease-upsRent/Sq. Ft.
Corvallis/Seasoned & Newer Av. Rent
(Vacancy Rate 3.2%*)
Av. Sq. Ft.
2 vacancy does not include lease-ups Rent/Sq. Ft.

$577
361
1.60
$728
444
1.64

$747
688
1.09
$911
602
1.51

2BD/1BA

2BD/2BA

$897
900
1.00
$1023
827
1.24

$926
972
.95
$1163
966
1.20

Vacancy information may not be reprinted without prior written permission from Norris & Stevens.

LUXE UNITS

$1223
1071
1.14
$1524
1020
1.46

3BD/1BA

3BD/2BA

$935
981
.95
N/A
N/A
N/A

$1073
1092
.98
$1212
1047
1.16
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SPRING 2017 RENT SURVEY DATA
Area

Studio

1BD/1BA

2BD/1BA

Eugene/[Springfield]/Newer Av. Rent
(Vacancy Rate 2.0% [N/A]) Av. Sq. Ft.
vacancy does not
3 4
include lease-ups Rent/Sq. Ft.

$906 [N/A]
438 [N/A]
2.07 [N/A]
Eugene/[Springfield]/Pre-2008 Av. Rent $770 [$693]
(Vacancy Rate 2.2% [2.5%]) Av. Sq. Ft. 447 [424]
3 4
Rent/Sq. Ft. 1.72 [1.63]

$1085 [N/A] [N/A]
659 [N/A] [N/A]
1.65 [N/A] [N/A]
$886 [$724] $942
687 [619] 854
1.29 [1.17] 1.10

Salem Vicinity/Newer
Av. Rent $1150*
(Vacancy Rate 3.6%)
Av. Sq. Ft.
498
does not
5 * one building vacancy
include lease-ups Rent/Sq. Ft.
2.31
Salem Vicinity/Pre-2008
Av. Rent
$686
(Vacancy Rate 4.2%)
Av. Sq. Ft.
434
5
Rent/Sq. Ft.
1.58
Beaverton/Sunset Newer
Av. Rent $1177
(Vacancy Rate 5.7%)
Av. Sq. Ft.
435
vacancy does not
6 7
Rent/Sq.
Ft.
2.71
include lease-ups
Beaverton/Sunset/Pre-2008
Av. Rent
$854
(Vacancy Rate 2.9%)
Av. Sq. Ft.
397
6 7
Rent/Sq. Ft.
2.15
Clackamas/Newer
Av. Rent
N/A
(Vacancy Rate 4.5%)
Av. Sq. Ft.
N/A
8
Rent/Sq. Ft.
N/A
Clackamas/Pre-2008 Av. Rent
$956
(Vacancy Rate 3.0%) Av. Sq. Ft.
426
8
Rent/Sq. Ft. 2.24
Gresham/Newer
Av. Rent $975
(Vacancy Rate 4.3%)
Av. Sq. Ft.
434
9
Rent/Sq. Ft.
2.25
Gresham/Pre-2008
Av. Rent $836
(Vacancy Rate 1.9%)
Av. Sq. Ft.
517
* one community only
9
Rent/Sq. Ft.
1.62
Hillsboro/Tanasbourne New Av. Rent $1308
(Vacancy Rate 6.2%)
Av. Sq. Ft.
494
does not
10 10
11 10 vacancy
include lease-ups
Rent/Sq. Ft.
2.64
$907
Hillsboro/Tanasbourne /Pre-2008 Av. Rent
(Vacancy Rate 4.8%)
Av. Sq. Ft.
442
10 10
11 10
Rent/Sq. Ft.
2.05
No New Construction in Lake Oswego
N/A
Lake Oswego & W Linn Av. Rent
$956
(Vacancy Rate 3.5%) Pre-2008Av. Sq. Ft.
410
12 * 29 units total
Rent/Sq. Ft.
2.33

$967
719
1.35
$749
686
1.09
$1292
640
2.01
$1093
671
1.63
$1247
658
1.90
$1072
695
1.54
$1095
737
1.49
$935
683
1.37
$1415
711
1.99
$1224
732
1.67
N/A
$1277
732
1.74
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[N/A]
[N/A]
[N/A]
[$851]
[822]
[1.04]

$981
892
1.10
$837
868
.96
$1464
857
1.71
$1205
895
1.35
$1481
813
1.82
$1178
876
1.34
N/A
N/A
N/A
$1059
865
1.22
$1366
853
1.58
$1324
937
1.41
N/A
$1406
993
1.42

2BD/2BA

LUXE UNITS

$1294 [N/A] $1895
1025 [1150] 1161
1.26 [.77] 1.63
$1152 [$1039] $1447
1033 [1045] 1132
1.12 [.99] 1.28

$1070
1998
1.07
$1010
996
1.01
$1341
792
1.69
$1311
961
1.36
$1620
1070
1.51
$1344
985
1.36
$1479
908
1.63
$1176
982
1.20
$1708
1066
1.60
$1395
1041
1.34
N/A
$1553
1051
1.48

[N/A]
[N/A]
[N/A]
[N/A]
[N/A]
[N/A]

$1938
1311
1.48
$1405
1101
1.28
$1572
999
1.57
$1759
1140
1.54
$1750
1292
1.35
$1628
1147
1.42
$1509
1350
1.12
$1438*
1120
1.28
$1858
1096
1.70
$1745
1285
1.36
N/A
$1891
1299
1.46

3BD/1BA

N/A
N/A
N/A
$939
945
.99

[N/A]
[N/A]
[N/A]
[$895]
[884]
[1.01]

N/A
N/A
N/A
$1006
1098
.92
N/A
N/A
N/A
$1414
1012
1.40
N/A
N/A
N/A
$1254
1107
1.13
N/A
N/A
N/A
$1136
1069
1.06
N/A
N/A
N/A
$1673
1297
1.29
N/A
$1293*
1081
1.20

3BD/2BA

$1470 [N/A]
1265 [N/A]
1.16 [N/A]
$1342 [$1117]
1234 [1208]
1.09 [.92]

$1322
1227
1.08
$1135
1168
.97
$1784
1212
1.47
$1507
1153
1.31
$1764
1394
1.27
$1568
1140
1.38
$1628
1574
1.03
$1521
1142
1.33
$2238
1396
1.60
$1731
1283
1.35
N/A
$1883
1364
1.38
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SPRING 2017 RENT SURVEY DATA
Area

Milwaukie & Gladstone/New Av. Rent
(Vacancy Rate N/A)
Av. Sq. Ft.
13
No buildings 2008 or newerRent/Sq. Ft.
Milwaukie / Gladstone/Pre-2008Av. Rent
(Vacancy Rate 2.7%)
Av. Sq. Ft.
13
* 25 units only
Rent/Sq. Ft.
Oregon City/New
Av. Rent
(Vacancy Rate 3.1%)
Av. Sq. Ft.
14
306 units/one community Rent/Sq. Ft.
Oregon City/Pre-2008
Av. Rent
(Vacancy Rate 2.9%)
Av. Sq. Ft.
14
* 4 units only
Rent/Sq. Ft.
PDX Downtown/Newer
Av. Rent
(Vacancy Rate 5.0%*)
Av. Sq. Ft.
15
*not including lease-ups
Rent/Sq. Ft.
PDX Downtown /[Vintage DT] Av. Rent
(Vacancy Rate 4.2% [2.7%])Pre-2008Av. Sq. Ft.
Rent/Sq. Ft.
15 10
16 10
PDX Inner Eastside/Newer Av. Rent
(Vacancy Rate 2.9%*)
Av. Sq. Ft.
17a
Rent/Sq.
Ft
*not including lease-ups
PDX Inner Eastside/Pre-2008 Av. Rent
(Vacancy Rate 1.2%)
Av. Sq. Ft.
17a
Rent/Sq. Ft.
PDX Outer Eastside/Newer Av. Rent
(Vacancy Rate 1.0%)
Av. Sq. Ft.
* two buildings only Rent/Sq. Ft.
17b
PDX Outer Eastside/Pre-2008Av. Rent
(Vacancy Rate 1.6%)
Av. Sq. Ft.
17b
* 24 units only
Rent/Sq. Ft.
PDX Westside/Newer
Av. Rent
(Vacancy Rate 4.3%)
Av. Sq. Ft.
18
*not including lease-ups
Rent/Sq. Ft.
PDX Westside/Pre-2008
Av. Rent
(Vacancy Rate 3.3%)
Av. Sq. Ft.
18
Rent/Sq. Ft.
Tigard-Tualatin/Newer
Av. Rent
(Vacancy Rate 5.1%)
Av. Sq. Ft.
19
* one building only
Rent/Sq. Ft.

Studio

N/A
N/A
N/A
$863
479
2.02
$806
485
1.66
$844*
301
2.80
$1474
490
3.01
$1306 [$965]
506 [519]
2.58 [1.86]
$1341
491
2.73
$970
432
2.25
$810*
459
1.76
$711
448
1.59
$1415
496
2.85
$944
431
2.19
$1216
621
1.96

1BD/1BA

2BD/1BA

2BD/2BA

LUXE UNITS

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
$999
$1143
$1296
$1860
707
861
1012
1327
1.41
1.33
1.28
1.40
$891
$1295
$1380
N/A
652
882
977
N/A
1.37
1.47
1.41
N/A
$915
$1124
$1183
N/A
668
895
963
N/A
1.37
1.26
1.23
N/A
$1941
$2610
$2696
$3994
684
877
1022
1238
2.84
2.98
2.63
3.23
$1587[ $1264] $1717 [$1579] $2265 [$2335] $3563 [N/A]
672 [638] 936 [886] 1080 [1006] 1385 [N/A]
2.36 [1.98] 1.83 [1.78] 2.10 [2.32] 2.57 [N/A]
$1519
$1747
$2025
$2460
596
747
971
997
2.55
2.34
2.09
2.47
$1109
$1246
$1424
$1899
644
841
1033
1047
1.72
1.48
1.38
1.81
$1035*
N/A*
$1223*
N/A*
645
N/A
948
N/A
1.60
N/A
1.29
N/A
$874
$1038
$1106
$1500*
659
879
977
1100
1.33
1.18
1.13
1.36
$1720
$2648
$2589
$5449
796
1132
1159
1714
2.16
2.34
2.23
3.18
$1074
$1189
$1416
$1765
680
898
1004
1211
1.58
1.32
1.41
1.46
$1343
$1678
$1864
$2479
716
891
1073
1697
1.88
1.88
1.74
1.46

Vacancy information may not be reprinted without prior written permission from Norris & Stevens.

3BD/1BA

3BD/2BA

N/A
N/A
N/A
$1312*
1158
1.13
N/A
N/A
N/A
$1219
1024
1.19
N/A
N/A
N/A
[N/A] [N/A]
[N/A] [N/A]
[N/A] [N/A]
N/A
N/A
N/A
$1371
1051
1.30
N/A*
N/A
N/A
$1101
1018
1.08
N/A
N/A
N/A
$1361
1054
1.29
N/A
N/A
N/A

N/A
N/A
N/A
$1665
1284
1.30
$1730
1634
1.06
$1307
1084
1.21
$3336
1299
2.57
$3325 [N/A]
1649 [N/A]
2.02 [N/A]
$3179
1483
2.14
$1613
1223
1.32
N/A*
N/A
N/A
$1178
1185
.99
N/A
N/A
N/A
$1632
1285
1.27
$2305
1409
1.64
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SPRING 2017 RENT SURVEY DATA
Area

Studio

Tigard-Tualatin /Pre-2008
Av. Rent
$881
(Vacancy Rate 3.3%)
Av. Sq. Ft.
426
19
Rent/Sq. Ft.
2.07
Vancouver/Newer
Av. Rent $1091
(Vacancy Rate 2.8%) Av. Sq. Ft.
477
20 no lease-ups in vacancy rate Rent/Sq. Ft.
2.29
Vancouver/Pre-2008
Av. Rent
$921
(Vacancy Rate 3.3%) Av. Sq. Ft.
486
20
Rent/Sq. Ft.
1.90
Wilsonville/Newer
Av. Rent
N/A
(Vacancy Rate 3.7%) Av. Sq. Ft.
N/A
21 * one building only Rent/Sq. Ft.
N/A
Wilsonville/Pre-2008
Av. Rent $1100*
(Vacancy Rate 4.0%) Av. Sq. Ft.
527
21 * one building only
Rent/Sq. Ft.
2.09

1BD/1BA

$1021
671
1.52
$1161
740
1.57
$976
697
1.40
$1256
733
1.71
$1126
755
1.49

2BD/1BA

2BD/2BA

LUXE UNITS

3BD/1BA

3BD/2BA

$1141
842
1.36
$1269
983
1.29
$1072
886
1.21
$1355
912
1.49
$1143
840
1.36

$1254
970
1.29
$1408
1052
1.34
$1225
1029
1.19
$1604
1164
1.38
$1295
961
1.35

$1611
1122
1.44
$1508
1120
1.35
$1577
1235
1.28
$2035*
1295
1.57
$1833*
1279
1.43

$1238
980
1.26
N/A
N/A
N/A
$1245
1103
1.13
N/A
N/A
N/A
$931*
970
.96

$1502
1161
1.29
$1577
1316
1.20
$1407
1236
1.14
$2084
1394
1.49
$1506
1180
1.28

Vacancy information may not be reprinted without prior written permission from Norris & Stevens.

TCN

WORLDWIDE
REAL ESTATE SERVICES

Cap Rate Ranges

Representative capitalization [Cap] rates for
larger apartments communities
[20 or more units] sold 04/16 - 04/17
MULTNOMAH COUNTY
BUILT PRIOR TO 2000 BUILT 2000 - PRESENT

4.56% — 6.78%

4.40% — 6.05%

WASHINGTON COUNTY
BUILT PRIOR TO 2000 BUILT 2000 - PRESENT

4.00% — 6.61%

4.60% — 7.36%

CLACKAMAS COUNTY
BUILT PRIOR TO 2000 BUILT 2000 - PRESENT

4.60% — 6.80%

5.00% — 5.30%

CLARK COUNTY
BUILT PRIOR TO 2000 BUILT 2000 - PRESENT

5.30% — 7.41%

5.40% — 5.53%

MARION COUNTY
BUILT PRIOR TO 2000 BUILT 2000 - PRESENT

4.79% — 8.23%

5.50% — 5.53%

Smaller-sized apartment communities may have values that vary from these
findings. These ranges do not include institutional purchases in downtown
Portland, which are in the 4% to 5% range. Please refer to a Certified
General Appraiser or MAI for specific values.
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AVERAGE RENTS SEASONED CONSTRUCTION
A HISTORY OF AVERAGE RENTS FOR SEASONED TWO BEDROOMS
APARTMENTS IN THE PORTLAND METRO AREA.
Seasoned apartments defined as built prior to 2008 for the year 2016 - 2017
Seasoned apartments defined as built prior to 2007 for the year 2015
Seasoned apartments defined as built prior to 2000 for the years 2011 - 2014
Seasoned apartments defined as built prior to 1990 for the years 2007 - 2010

2007

2bd/1ba

2008

2bd/1ba

2009

2bd/1ba

2010

2bd/1ba

2011

2bd/1ba

2012

2bd/1ba

2013

2bd/1ba

2014

2bd/1ba

2015

2bd/1ba and 2bd/2ba

2016

2bd/1ba and 2bd/2ba

2017

2bd/1ba and 2bd/2ba

$600

$682
$726
$717
$723
$783*
$811*
$861
$934
$1135
$1243
$1247

$700

$800

$900

$1000

$1100

$1200

AVERAGE RENTS NEWER CONSTRUCTION
A HISTORY OF AVERAGE RENTS FOR NEWER TWO BEDROOM/TWO BATH
APARTMENTS IN THE PORTLAND METRO AREA.
Newer apartments defined as built 2008 - present for the year 2016 - 2017
Newer apartments defined as built 2007 - present for the year 2015
Newer apartments defined as built 2000 to the final year for the year 2011 - 2014
[including those originally built as condos]
Newer apartments defined as built 1990 to the final year for the years 2007 - 2010

2007

2bd/2ba

2008

2bd/2ba

2009

2bd/2ba

2010

2bd/2ba

2011

2bd/2ba

2012

2bd/2ba

2013

2bd/2ba

2014

2bd/2ba

2015

2bd/2ba

2016

2bd/2ba

2017

2bd/2ba

$800

$847
$897
$899
$920
$1182
$1213
$1258
$1354
$1565
$1921
$1894
$900

1000

$1100

$1200

$1300

$1400

$1500

$1600
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Recent Apartment Sales in Oregon & SW Washington
Property

City

Mississippi Avenue Lofts
Portland
Green Leaf Riverwalk
Eugene
Hogan Woods
Gresham
Townfair Apartments
Gresham
Cook Street Apartments
Portland
Breckenridge Apartments
Portland
The Preserve
Oregon City
Vue Apartments
Portland
Broadway Place
Eugene
Chinook Way
Fairview
Potera at the Grove
Wilsonville
Parkside Apartments
Gresham
Sienna Pointe
Bend
Ecco Apartments
Eugene
Riverwalk
Portland
Rock Creek Commons
Vancouver
Madison Park
Vancouver
Sofi@Cedar Mill
Portland
One Jefferson Parkway Lake Oswego
Domaine@Villabois
Wilsonville
Powell Valley Farms
Gresham
Sunfield Lakes
Sherwood
Commons@Pilot Butte
Bend
LaSalle CPorfolio
Beaverton
Heron Meadows
Eugene
Eddyline Bridgeport
Tigard
Seven West@the Trails
Beaverton
Arya Hedges Creek
Tualatin
The Club Portfolio
Hillsboro
Sterling Park
Portland
The Linden
Portland
NE 72nd Portfolio
Vancouver
The Yard
Portland
Golfside Village
Vancouver
Sofi@Forest Heights
Portland
Forest Edge
Oregon City
Gables@Mountain Park Lake Oswego
The Ellington
Portland
StoneRidge Portfolio
Portland
NE Vancouver Portfolio
Vancouver
Pioneer Vista
Ridgefield
Modera Goose Hollow
Portland

Price
$14,048,650
$43,100,000
$11,100,000
$31,000,000
$69,000,000
$81,500,000
$21,500,000
$63,950,000
$30,525,000
$19,900,000
$27,200,000
$37,250,000
$23,700,000
$31,000,000
$76,000,000
$37,000,000
$46,350,000
$55,000,000
$78,000,000
$63,250,000
$39,500,000
$43,100,000
$36,000,000
$140,000,000
$40,000,000
$118,100,000
$96,000,000
$93,000,000
$72,980,000
$10,950,000
$39,000,000
$49,671,233
$126,680,000
$24,250,000
$37,500,000
$6,250,000
$30,200,000
$47,000,000
$46,500,000
$35,150,552
$21,922,465
$47,500,000

Units

Price
/Unit

23
272
100
265
206
357
135
308
170
124
112
225
168
192
390
240
614
238
348
274
228
200
204
566
300
367
423
408
725
73
132
584
284
141
160
70
129
263
737
737
109
134

$439,020
$158,456
$111,000
$116,981
$334,951
$228,291
$159,259
$207,630
$179,559
$160,484
$242,857
$165,556
$141,071
$161,458
$194,872
$154,167
$137,946
$231,092
$224,138
$230,839
$173,246
$215,500
$176,471
$247,350
$133,333
$321,798
$226,950
$227,941
$207,329
$150,000
$295,455
$167,808
$446,056
$171,986
$234,375
$89,286
$234,109
$178,707
$199,570
$172,306
$201,124
$354,478

Sources: CoStar Comps.com and Norris & Stevens Apartment Sales
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Built
2008
2014
1991
1991
2016
1986
1994
1951
1999
2000
2015
1999
1993
2015
1990
2014
1999
2010
1987
2008
1999
1998
2004
1997
2006
2014
1996
1998
1989
1991
2013
1990-93
2016
1989
2004
1997
1991
1950
1985
1985-89
2016
2015

Sale
Date
04/13/2016
04/14/2016
05/02/2016
05/09/2016
05/12/2016
05/17/2016
06/13/2016
07/12/2016
07/20/2016
08/17/2016
08/19/2016
08/22/2016
08/24/2016
08/29/2016
09/29/2017
09/29/2016
10/05/2016
10/11/2016
10/14/2016
10/27/2016
10/28/2016
11/01/2016
11/08/2016
11/10/2016
11/17/2016
11/18/2016
11/30/2016
12/01/2016
12/01/2016
12/07/2016
12/08/2016
12/09/2016
12/14/2016
12/15/2016
12/15/2016
12/20/2016
12/22/2016
02/06/2017
02/28/2017
02/28/2017
03/01/2017
04/05/2017
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Brian Bjornson

Reaping the
maximum return
from your investment takes
TEAMWORK!!
Norris & Stevens’ full service
approach to coordinating purchases,
development or rejuvenation, management, sales and refinancing creates
value in your investment real estate.
Our Brokerage and Professional
Management Departments are fully
integrated — to provide the right
combination of services to investors in
multifamily property.
Norris & Stevens’ Property Management gives our clients a competitive
edge, whatever the market conditions.
For property management solutions,
call Brian Bjornson at 503.225.8438.
We encourage and assist investors
in frequently evaluating their investments in the light of current conditions and trends. Because Norris &
Stevens constantly monitors market
trends and sales values for Oregon and
Washington, our combined 161 years
of investment experience are backed by
solid market data. Eight Asset Managers and six Apartment Brokers work
together to give you a comprehensive
perspective and keep you better informed about your investment options.
Norris&Stevensoperatesandsells
apartment properties from 25 to 400
units with equal skill and depth. Our
analytical process is the same — thorough — no matter how large or small
your investment. We are leaders in
creating investment and management
strategies for apartment investors.
To make an appointment for a
broker analysis of your property, or to
receive information about our services
or our market newsletter, contact us
in Portland at (503) 223-3171.

The N&S
Multifamily
Investment
Team

Over 30 years of experience including all aspects
of sales, financing, property
management, new project
development and planning,
receiverships, and community redevelopment of apartments. BS in Economics from
Portland State University.
Licensed broker in Oregon.
brianb@norris-stevens.com

K ir k Wa r d

Over 30 years’ experience in
apartment brokerage,developmental assistance and feasibility
for new construction. 25 years
with Norris & Stevens. BS in
Economics from the University
of Oregon. Has taught classes
in investment real estate.
Licensed broker in Oregon.
kirkw@norris-stevens.com

C ha r l es C o n row,
CPM®

Over 30 years of real estate experience including commercial
and multifamily sales, leasing
and property management.Attended University of Colorado
in Business Administration.
Licensed broker in Oregon
and Washington.

To m Dav ie s, CPM®,
CCIM®

28 years’ experience specializing in apartment brokerage
and management. Portland
State University Masters in
Public Administration. Certified Commercial Investment
Member®. Licensed broker
in Oregon and Washington.
[Retired]

To d d VanD o m e l e n

24 years of commercial real
estate experience. BS in Business Administration (specializing in finance/real estate)
from Portland State University.
Licensed broker in Oregon and
Washington.
toddv@norris-stevens.com

charlesc@norris-stevens.com

Chase Brand

15 years’ experience in apartment brokerage. 18 years of
experience in development
and construction of residential and multifamily properties. BA in Geology from
Colorado College. Licensed
broker in Oregon.
chaseb@norris-stevens.com

Cameron Mercer

6 years experience as a
broker and asset manager
for multifamily investments.
Previous experience working
with large banks on residential
foreclosures. BS in Regional
Development, with a minor
in Business Administration,
from the University of Arizona.
Licensed broker in Oregon.
cameronm@norris-stevens.com

Cam Chatfield

Ru Budhi

camc@norris-stevens.com

rbudhi@norris-stevens.com

Holds a BS in Real Estate
Finance, with a minor in Real
Estate Development, from
Portland State University.
Additionally, he trained with
one of the nation’s largest
real estate investment brokerages. Licensed broker in
Oregon and Washington.

Before joining Norris &
Stevens, was an Associate
with a national CRE firm.
Earned a BA in Political
Science from Binghamton
University, then was recruited by a Wall Street firm
during senior year at NYU.
Licensed broker in Oregon.

