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At the national level, annual effective rent growth in the multifamily sector has
displayed some of the strength that it does in Portland. As reported by Axiometrics,
the growth rate was five percent or above for two consecutive months by March
2015, reaching a level not seen since the summer of 2011. This national rent growth
rate was nearly the same as that seen in February 2015, and was the highest
registered since March 2011.
Axiometrics points out that “the second quarter is usually the strongest of the
year for rent growth, as shown by the chart below, so the next three months will
likely be crucial to the fate of 2015.”

■ Clancy Terry is a current Master of Real Estate Development candidate through a
joint program of Portland State University’s School of Business Administration and
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In terms of apartment occupancy across the U.S., the national rate in March
2015 was 94.9 percent, a slight improvement over both the prior quarter and the
prior year’s same timeframe. The increase has also now been trending for two
consecutive months, beginning to correct a five-month series of decreases beginning
August 2014.
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PORTLAND APARTMENT MARKET
The infographic at left is courtesy of Axiometrics. It
summarizes many of the aspects of Portland’s current
multifamily market that are regularly reported. Two
points are interesting. The first is that while job growth
continues, the rate at which employment is growing
slowed during the first quarter. Second, the piece
asserts the market’s performance is “not sustainable.”
This is likely reasonable given the long-term impact of
robust supply deliveries and other factors. And yet, with
the structural changes brought to the Portland economy
in general due to large population in-migration, the
multifamily market’s statistics could moderate to more
stable growth indicators in the long term, rather than
undergo major downward correction.
The 9.3 percent annualized effective rent growth is
specific to Axiometrics’ March 2015 measurements. For
that month, this growth rate places Portland fifth
among 50 metros examined, behind only Oakland (15.33
percent), San Jose (11.97 percent), Denver (11.47
percent), and San Francisco (11.12 percent). From a
quarterly perspective, the Portland MSA places sixth in
annualized effective rent growth terms: first-quarter
effective rent growth in Portland, per Axiometrics, was
8.2 percent. The only MSAs outpacing Portland in the
first quarter were Oakland (14.9 percent), San
Francisco (12.6 percent), Denver (11.9 percent), San
Jose (11.3 percent), and Sacramento (8.4 percent).
The Barry Apartment Report for spring 2015 pegs
Portland’s apartment vacancy at the sixth lowest in the
U.S. as of the end of the fourth quarter of 2014. The
Barrys point to the most recent Multifamily Northwest
Apartment Report’s findings that vacancy in Portland
has fallen to roughly three percent, a decrease from the
fall of 2014. 17 of the 20 submarkets surveyed in that
Report registered vacancies under four percent. The
highest vacancies were reported in downtown, as well as
in Tigard and Aloha in centers outside of Portland. New
construction in Portland’s downtown core appears to be
having an impact on vacancy, bringing a small measure
of relief to a market constrained by previously existing
supply and very robust demand. The
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Barrys predict vacancies will settle somewhere between 4 percent and 4.75 percent
in 2016.
Meanwhile, Colliers International Portland office is forecasting another strong
year in the local multifamily market, with several fundamentals resembling their
2014 performance. For example, the group predicts key segments of both the
Millennial and Baby Boom generations will either continue to prefer renting or
begin to find it attractive. Job growth and general expansion in the local and
regional economy are predicted to continue supporting strong demand for
apartments and Portland renters’ ability to keep pace with rising rents.
The graphic below displays Multifamily Northwest’s measurement of the
Portland metro’s apartment vacancy at 3.09 percent (a marked drop reflecting
continued strong absorption) and the Oregon Employment Department’s
unemployment rate for the Portland-Vancouver-Hillsboro Metropolitan Statistical
Area in March 2015 at 5.2 percent.

Unemployment and multifamily vacancy
Portland metropolitan area

Source: Multifamily Northwest; Oregon Employment Department

Source: Axiometrics
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Below are representations of Multifamily NW’s average rents per square foot and
average vacancy rates for the 20 Portland submarkets that publication surveys.

Rent/SF by Submarket, Spring 2015

Vacancy Rate by Submarket, Spring 2015
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TRANSACTIONS
Sperry Van Ness|Bluestone & Hockley has compiled the following data on
multifamily transactions over $450,000 for the first quarter of 2015:
In January 2015, 21 properties traded versus January 2014’s 18 sales. Volume
totaled $164,289,570—52 percent greater than January 2014. Averages for these 21
transactions are as follows: 44.3 units, $7,823,313 price, $184,960/unit, 1,202.3
square feet/unit, $152.10/square foot, 5.57 percent average reported cap rate.
In February 2015, 25 properties traded versus eight in February 2014. Dollar
volume reached $142,281,600 or 195.4 percent greater than February 2014.
Averages for these 25 transactions are as follows: 46.2 units, $5,691,264 price,
$128,297/unit, 839.5 square feet/unit, $159.52/square foot, 6.12 percent average
reported cap rate.
In March 2015, 21 properties traded compared to 13 in March 2014. Dollar
volume was again up, reaching $126,497,025. Averages for the 21 transactions are
as follows: 48.1 units, $6,023,668 price, $125,245/unit, 908.6 square feet/unit,
$145.50/square foot, 5.21 percent average reported cap rate.
Year to date through March 2015, total dollar volume of sales reached
$468,622,575 on 74 total transactions.
Colliers Portland reports the following significant trades in the first quarter:
Project
Jory Trail at the Grove
Element 170
Central Eastside Lofts
Harbour Court Apartments
Willow Grove Apartments
Jasper Place
Jasper Square
Westover Tower Apartments
Beaumont Village Apartments
Gardenbrook Apartments
Colonial Gardens Apartments
Willowcreek Apartments
The Timbers

City
Wilsonville
Beaverton
Portland
Portland
Beaverton
Beaverton
Beaverton
Portland
Portland
Beaverton
Portland
Beaverton
Vancouver

Sale Date
2/27/2015
1/27/2015
1/4/2015
2/27/2015
2/27/2015
2/27/2015
2/27/2015
2/24/2015
2/25/2015
2/24/2015
2/27/2015
2/17/2015
1/7/2015

Sales Price # Units Price/Unit
$ 59,000,000
324 $ 182,099
$ 39,000,000
244 $ 160,494
$ 18,945,000
70 $ 270,643
$ 17,700,000
99 $ 178,788
$ 17,300,000
119 $ 145,378
$ 14,800,000
100 $ 148,000
$ 12,900,000
83 $ 155,421
$ 12,400,000
70 $ 177,143
$ 11,500,000
50 $ 230,000
$ 9,800,000
120 $
81,667
$ 9,250,000
72 $ 128,472
$ 8,300,000
77 $ 107,792
$ 7,830,000
45 $ 174,000

Price/SF Cap Rate
$ 144.08
6.00
$ 200.62
$ 311.34
4.82
$ 185.50
5.00
$ 155.49
$ 150.25
$ 159.85
$ 398.53
4.59
$ 372.42
5.25
$ 159.82
$ 144.11
$ 89.79
$ 125.55

ABR Winkler Real Estate Services reports the following multifamily sales
statistics through the period ended March 2015:

Average price per foot
$126
Median cap rate
6.37%
Dollar volume of sales
$300,014,512
Median gross rent multiplier
8.46
Median price per unit
$94,243
Average price
$6,040,405
Average number of units
46
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PERMITS
The proportional relationships among the four jurisdictions covered in this section—
City of Portland, Multnomah County excluding Portland, Washington County, and
Clackamas County—remained unchanged in terms of number of multifamily
permits issued for buildings with five or more units. 425 multifamily units in such
developments were issued in Portland, zero were issued in the balance of
Multnomah County, 347 units were permitted in Washington County, and 53 units
were permitted in Clackamas County.

Source: U.S. Census Bureau

NEW CONSTRUCTION
Looking back at 2014, the Barry Apartment Report indicates that the rate of
apartment construction was brisk throughout the year. Permits were issued for
6,800 new apartment units in the four-county metro area, an increase from 2013’s
5,800 permitted units. Over 60 percent of the permits for new units were issued in
Multnomah County alone, making 2014 the most robust year ever for apartment
construction in Multnomah County—permits were issued there for 4,225 new units.
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Construction activity virtually did not occur in Clackamas County and East
Multnomah County.
For 2015, new multifamily construction is predicted by the Barrys to continue
strongly throughout the year. Their assessment of recent permitting trends leads to
a prediction of 12,000 to 16,000 new multifamily units in 2015 and 2016. Again, the
majority of permitting and construction is likely to occur in or near Portland’s urban
core. This localization of development in the central city sets the most recent
construction activity apart from previous cycles. Apart from Hillsboro and certain
pieces of Beaverton and Vancouver, there is little construction in suburban areas.
Many regions have not seen new multifamily development since 2007. ■

