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On a national basis, 2015 will be remembered as a record year in multi-family for
investment sales, new construction, absorption and occupancy growth. Yet the
fourth quarter of 2015 started to show signs of slowing rent growth. 2016 has
started out like 2015 ended, with continuing moderation in rent growth through the
first quarter of the year. According to Axiometrics, the national annual effective rate
of rent growth for first quarter of 2016 was 4.1 percent, an 89 basis-point decrease
from February 2015. It also represents a 52 basis-point drop from fourth quarter of
2015. First quarter’s rate, regardless of its dip from the previous year, remains well
above the 20-year long-term average (2.0 percent) and it makes the 19th straight
month of 4.0 percent growth or higher. The national average for rents increased to
$1248, a 3.9 percent year-over-year increase from 2015. Stabilization in rent growth
nationally is likely attributed to two years of record supply now impacting demand
in most major markets in the U.S.

■ 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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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 fourth quarter of 2015 (12.0 percent). We predicted some softening in rent
growth for first quarter of 2016 and the data has shown this to be accurate, as
Portland loses its top position nationally and posts an annual effective rent growth
rate of 10.1 percent for the first quarter—although still a very impressive tally
historically speaking. While rents continue to uptick, the sharp increase in new
supply is expected to start increasing the vacancy rate for the MSA and we expect
further softening in rents as a result. This stated, we do not anticipate major
changes to the region’s rental market for the remainder of the year.

THE NATIONAL PICTURE IN MULTIFAMILY
Nationally, effective rent growth seems to be decreasing in many U.S. markets, but
occupancy rates continue to rise. As with the previous quarter, rent growth and occupancy rates remain well above their historic national averages. Axiometrics notes
that rent growth has been above 4.7 percent for five continuous quarters through
2015, a first in the 20 year period the national data service provider has been researching rent growth trends. The first quarter of 2016 ends this streak, with a
quarterly annual effective rent growth rate of 4.1 percent. quarter over quarter effective rent growth is down 65 basis points.
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Regarding national economic trends, the overall the numbers remain optimistic:
U.S. Bureau of Labor Statistics, seasonally adjusted unemployment ended 2015 at
5.0 percent; it remains at 5.0 percent through March of 2016 and it represents the
best ongoing trend in unemployment figures since first quarter of 2008. The U.S.
economy added 242,000 jobs in February and averaged about 222,000 jobs per month
for the proceeding 12 month cycle. In the past 12 months, unemployment has
decreased by 831,000; long-term unemployment has decreased by 233,000.
Additionally, the Bureau upwardly revised their job-gain figures for December
(2015) and January (2016). These numbers will help ease concerns of a pending
recession, or at least give pause to any concerns of a 2008-2009 repeat.
Occupancy rates provide an effective way to evaluate the overall health of the
market, and while we are seeing an uptick in occupancy rates, a large amount of
new units are being added nationally and we should see some slight softening in
occupancy and a continuation in the moderating of effective annual rent growth in
the near-term, According to Axiometrics, the national average in occupancy rates for
first quarter of 2016 is 94.8 percent. The year-end totals for the past 5 years are as
follows:
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Yr. 2010

Yr.
2011

Yr.
2012

Yr.
2013

Yr.
2014

Yr.
2015

93.16 percent

93.55

94.14

94.18

94.67

94.75
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In summary, national apartment rent growth has been at or above 4.0 percent for
seven continuous quarters, a record for the past 20 years of compiling this data. As
stated in our snapshot, the national average for rents increased $49 to $1,248, a
3.9 percent year-over-year increase from 2014. The takeaway for 2016 is: expect
softening in apartment fundamentals nationally, but do not mistake the downturn
in growth rates to indicate a weakening market overall, or the harbinger of a major
shift in national trends in apartments. For the immediate future, upticks in
vacancies and softening rents are reflected more in increased supply, not a lack of
demand.

PORTLAND APARTMENT MARKET OVERVIEW
In the first quarter of 2016, the multifamily market in the Portland-VancouverHillsboro Metropolitan Statistical Area (MSA) is showing that new construction is
starting to meet demand, a welcome sign for many renters in the market.
Multifamily NW is reporting a 3.52 percent vacancy factor for the MSA, an increase
of 65 basis-points from their Fall report.
Axiometrics measured the Portland-Vancouver-Hillsboro MSA’s annual effective
rent growth for March 2016 at 10.1 percent, a drop from 11.3 percent from December
2015. This ends Portland’s run as the national leader in annualized rent growth
amongst the 50 metros studied by the research firm. Portland is now ranked second
behind Sacramento, CA. Axiometrics also shows a year over year increase in the
market’s vacancy factor (4.3 percent March 2016 versus 3.7 percent March 2015).
Revenue growth is also slowing (9.5 percent March 2016 versus 9.9 percent March
2015). As with national data, this change is relected in new supply, not weakening
demand.
Oregon’s economy continues to improve. Oregon’s Employment Department shows a
current unemployment rate of 4.5 percent; 4.2 percent for the Portland MSA.
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The U.S. Bureau of Labor Statitics show a Portland MSA unemployment rate of
4.9 percent at the end of February 2016, which represents a year over year 80 basispoint drop (5.7 percent in Feburary 2015). The local economy also posted a yearover-year increse of 3.2 percent, or over 35,000 jobs created (Feburary 2015 to 2016).
Through March of this year, Portland is now seen economic output increase each
month (year-over-year basis) for 13 consecutive months, numbers not seen since the
1990’s. Portland continues to add jobs in manufacturing, technology and athletic
apparel design, but finanical services and manufacturing are also now adding jobs at
rates above their historic performance in the region.
The Portland Market has now made a complete recovery from the Great Recession in
terms of jobs, with 100 percent replacement of all jobs lost during the downturn.
Since 2014, the Portland MSA has added over 60,000 new jobs to the market, and
maybe as important, these job gains are occuring across all income levels. Surprising
to some, the Oregon Employment Department notes that the Portland MSA job
growth is increasing across all wage scales, including higher wage jobs (those over
$50,000 per year).
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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/first quarter of 2016:

Measuring these sales, we show an average sales price of $36,104,500 with an
average unit price of $228,920 and price/SF of $245.44. The total value of these
transactions exceeds $360 million; the total number of units equals 1,585.
Sperry Van Ness/Bluestone & Hockley shows first quarter of 2016 totals of sales
transactions (all product types sales over 450K) equating to $546,316,705 in sales
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volume, this represents a 26 percent increase year over year from March 2015. Their
report shows an average price/SF of $151.76 and an average cap rate of 5.73 percent.
Below is an useful breakout of sales by county, as well as a sales average summary
dating back to 2001. This chart is being used curteousy of Norris & Stevens.
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EFFECTIVE RENTS
Below are representations of average rents per square foot and average
vacancy rates for the Portland MSA submarkets, as compiled by Multifamily NW in
its most recently published survey.
Rent/SF by Submarket, first quarter of 2016:

Vacancy Rate by Submarket, first quarter of 216:
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PERMITS & CONSTRUCTION
The following information pertains to building permit issuances for the last quarter
of 2015/year-end totals for projects with five or more private housing units only, as
tracked by the U.S. Census Bureau.
Year-end 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

Note: The USA Census data for the Portland MSA permit totals for first quarter of
2016 was not complete as of the date of this report.
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Year-to-date permit totals (excluding Clark Co.) for the four areas surveyed are:

Source: U.S. Census Bureau
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NEW CONSTRUCTION
The following totals and samples are courtesy of the Spring 2016 Barry Apartment
Construction Report.

Total Units Proposed and Under Construction

Total Projects Proposed and Under Construction
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