MULTIFAMILY MARKET ANALYSIS
MARC STRABIC
Portland State University

At the national level, annual effective rent growth is beginning to moderate from the
levels seen earlier this year. The national annual effective rate of rent growth for
December 2015 was 4.3 percent, a 28 basis-point decrease from November 2015.
According to Axiometrics, the December rate, is double the 20-year long-term
average (2.0 percent) and last year demonstrated a record year for multi-family sales
(over 150 billion). The national average for rents increased $54 to $1,244, a
4.5 percent year-over-year increase from 2014. The adjusted fourth quarter rent
growth average is 4.7 percent, a 7 basis-point increase year-over-year from 2014. So
while rent growth is slowing nationally, the market remains strong overall when
viewed from historical analytics.
Here in Portland, 2015 ended the year with historic sales volumes in multifamily
and Portland sitting atop Axiometrics’ Top 50 U.S. Markets for annual effective rent
growth for 4Q2015 (12.0 percent). We expect 2016 to experience some weakening of
rent growth on a percentage basis, as Portland adds approximately 4,900 new units
in 2016, coupled with the 4,609 units added in 2015. But solid employment growth,
strict lending standards for homebuyers and continued strong in migration all point
to continued rent growth overall and stable vacancy rates for the region in 2016.
■ Marc Strabic is a current Master of Real Estate Development candidate through a
joint program of Portland State University’s School of Business Administration and
School of Urban Studies and Planning, as well as a commercial broker with HSM
Pacific Realty. He is the 2016 Multi-Family Student Fellow at PSU’s Center for Real
Estate. Any errors or omissions are the author’s responsibility. Any opinions expressed are those of the author solely and do not represent the opinions of any other
person or entity.
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National trends point to a cooling of the multifamily market. Again, perspective
is key, as indicators in historical rent growth and occupancy rates remain above the
national averages. So while there is a softening in national effective annual rent
growth numbers underway, Axiometrics notes the 2015 apartment market recorded
its highest year-end rent growth since 2005. Additionally, rent growth has been
above 4.7 percent for five continuous quarters, a first in the 20 year period the
national data service provider has been researching rent growth trends.
Unemployment and job growth indicators continue to improve nationally.
According to the U.S. Bureau of Labor Statistics, seasonally adjusted unemployment
has fallen from 5.7 percent in January to 5.0 percent by the end of 2015. The U.S.
economy added 292,000 jobs in December, 252,000 jobs in November and 298,000
jobs in October.
Occupancy rates provide maybe the strongest direct correlation to a weakening
market overall, and while we are seeing an uptick in vacancies rates and moderating
rent growth, it should be noted that experts agree that the recent levels of rent
growth are unsustainable in most markets; some softening in rent growth
projections is to be expected. The mid-term outlook still points to stronger than
average growth projections in apartment rents. It is also important to note that
occupancy typically softens in the winter months, as noted in the graph above, but
positive absorption trends overall are still easy to decode in the data. According to
Axiometrics, the national average in occupancy rates are as follows:
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National apartment rent growth has been at, or above 4.7 percent for five
straight quarters, a record for the past 20 years. The national average for rents
increased $54 to $1,244, a 4.5 percent year-over-year increase from 2014. Rent
growth in the first three quarters of 2015 were stronger than any previous cycle post
the Great Recession. It is not possible to sustain these types of increases year over
year. The takeaway for 2016 is: expect softening in apartment fundamentals
nationally, but do not mistake the downturn in growth rates to indicate a weak
market overall, or the harbinger of a major shift in national trends in apartments.

PORTLAND APARTMENT MARKET OVERVIEW
The multifamily market in the Portland-Vancouver-Hillsboro Metropolitan
Statistical Area (MSA) has ended 2015 on a high note and 2016 looks to continue the
trends of strong demand and increasing rents.
Axiometrics measured the Portland-Vancouver-Hillsboro MSA’s annual effective
rent growth for December 2015 at 11.3 percent. This continues Portland’s run as the
national leader in annualized rent growth amongst the 50 metros studied by the
research firm; a postion in which Portland has held since August 2015. Further, the
Portland MSA has been in the first, or second positon for monthly averages of
annual effective rental growth for all of 2015. Runners up for December’s totals were
Oakland & Sacramento CA (9.5 percent respectively), Seattle, WA (7.8 percent), and
Orlando, FL (7.6 percent).
As it has been discussed in previous editions of this report, job growth is closely
linked to rent growth. Axiometrics latest data on job growth has pegged Portland
with a 3.4 percent annualized growth rate at the end of October 2015. Oakland, CA,
again first in annualized rent growth has a job growth figure of 1.9 percent. Yet in
the case of Oakland, it is important to note that the neighboring cities of San Jose
and San Francisco (5.2 percent and 4.6 percent annualized job growth respectively)
are the primary drivers of jobs, and Oakland is clearly benefiting from these close-by
job generators.
In their 4Q2105 apartment report, the CoStar Group states that Portland’s job
growth is outpacing the national average and places Portland in the top five national
economies in job growth overall. The U.S. Department of Labor lists the Portland
MSA’s current unemployment rate at 4.8 percent. Portland continues to add jobs in
manufacturing, technology and athletic apparel design. Intel, the region’s largest
employer, has plans to invest $100 Billion into its Oregon operations, including a
multi-billion dollar expansion of its DX1 operations at the Ronler Acres campus.
Companies recentely expanding Oregon operations include: Airbnb, eBay, Jive
Software, Li Ning and Under Armour; Google is expected to continue to grow its
operational foothold in Portland as well.
The takeaway is that Portland’s population, labor force and median household
incomes are growing faster than the national average. It should come as no surprise
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that Portland’s growth in housing, both for multifamily and single family units is
following suit. As shown in the charts below, Portland’s annual effective rent growth
projections tend to track job growth.
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TRANSACTIONS
Listed below is a table of significant mutifamily transactions, courtesy of Colliers
International, that have occurred in the Portland MSA/4Q2015:
PROJECT

CITY

SALE DATE SALES PRICE # UNITS PRICE/UNIT PRICE/SF

Village at Main Street Apartments
Green Leaf River Pointe Apartments
Oakwood Portland Pearl District (fka The Janey)
Montclair Terrace
Avalon Apartments
Green Leaf Springs
Heatherbrae Commons
Fieldstone Apartments
The Mark (fka Sofi) at Lake Oswego
The Astoria
Glendoveer Estates
Mediterranean Manor Apartments

Wilsonville
Vancouver
Portland
Portland
Gresham
Portland
Milwaukie
Fairview
Lake Oswego
Portland
Portland
Beaverton

12/18/2015
12/16/2015
12/15/2015
10/29/2015
10/30/2015
10/21/2015
12/8/2015
10/14/2015
10/8/2015
12/18/2015
10/9/2015
12/1/2015

$
$
$
$
$
$
$
$
$
$
$
$

95,000,000
54,750,000
45,000,000
32,750,000
32,650,000
29,050,000
26,500,000
20,800,000
15,500,000
11,250,000
6,225,000
5,000,000

464
388
112
188
225
266
174
154
82
68
79
49

204,741
141,108
401,786
174,202
145,111
109,211
152,299
135,065
189,024
165,441
78,797
102,041

$ 182.06
$ 91.03
$ 652.17
$ 189.83
$ 167.23
$ 131.68
$ 168.65
$ 135.91
$ 209.23
$ 195.88
$ 106.65
$ 142.89

Measuring these sales, we show an average sales price of $31,206,250, with an
average unit price of $166,569 and price/SF of $197.77. The total value of these
transactions exceeds $370 million; the total number of units equals 2,249.
Joesph Bernard, LLC’s tracking of significant 4Q2015 transactions shows a total
sales number 34, equalling $232,495,125 in transaction value, and totalling over
1,500 units.
Sperry Van Ness/Bluestone & Hockley shows 4Q2015 totals of 160 sales
transactions (all product types) equating to $520,727,437 in sales volume. Their
report shows an average price/SF of $166.72 and an average cap rate of 5.72 percent.
CoStar reports a year-end adjusted cap rate of 5.0 percent for all product levels
in multifamily with pricing at historic highs, espeically so for close-in submarkets.
CoStar’s 4Q2015 year-end sales totals show 254 sales transaction, equalling over
$2 billion in sales vloume. CoStar’s significant transaction totals show 30 sales
worth over $811 million.
Below is an updated chart of the transactional fundimentals that ABR Winkler
Real Estate Services shows for year-end totals (2015):
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EFFECTIVE RENTS
Below are representations of CoStar’s average rents per square foot and average
vacancy rates for the 21 Portland submarkets in its most recently published survey.
Rent/SF by Submarket, 4Q2015

Vacancy Rate by Submarket, 4Q2015

MULTIFAMILY MARKET ANALYSIS

STRABIC

62

PERMITS & CONSTRUCTION
The following information pertains to building permit issuances in the fourth
quarter of 2015 for projects with five or more private housing units only, as tracked
by the U.S. Census Bureau.
Year to date totals show the Portland-Vancouver MSA issued 220 building
permits for structures of five units or more, equaling to 6,391 units. Total housing
unit figures (all structures) show 13,829 units permitted in 2015.
Fourth-quarter and year-to-date permit totals (including Clark Co.) for the five
areas surveyed are:

Area
City of Portland
Multnomah County
Clackamas County
Washington County
Clark County, WA

4Q Total Permits 4Q Total # ofUnits
20
1,234
1
44
4
60
14
350
10
225
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Year-to-date permit totals (excluding Clark Co.) for the four areas surveyed are:

Source: U.S. Census Bureau

NEW CONSTRUCTION
The following totals and samples are courtesy of the Fall 2015 Barry Apartment
Construction Report.

Total Units Proposed and Under Construction

North Portland
Close in East Portland
Close in West Portland
Suburban West
Suburban East
Suburban South
Clark County
Total

Under
Proposed
Construction
1,623
912
4,989
1,472
4,674
3,680
4,146
1,272
1,190
141
1,556
180
2,550
1,347
20,728
9,004

Total
2,535
6,461
8,354
5,418
1,331
1,736
3,897
29,732
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Total Projects Proposed and Under Construction

Proposed
North Portland
Close in East Portland
Close in West Portland
Suburban West
Suburban East
Suburban South
Clark County
Total

Sampling of New Construction Underway

38
79
47
23
25
10
22
244

Under
Construction
13
30
26
8
4
1
10
92

Total
51
109
73
31
29
11
32
336
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