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The multifamily market continues 
to perform well across most major 
markets in the country. 

Rent growth (while decelerating 
in its pace of growth) continues to 
grow at roughly 3-4% in all classes of 
multifamily. 

U.S. Historical QUARTERLY Rent Growth Source: Witten Advisors

Population and job growth, which are the primary drivers of household formations and ultimately rent growth in 
apartments, continues at a positive pace. 

U.S. POPULATION & EMPLOYMENT GROWTH Source: Bureau 
of Labor Statistics
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Closed-End Private Real Estate Dry Powder

The real estate space is awash with 
capital looking to invest in almost 
every facet imaginable. Equity is 
abundant for stabilized apartment 
communities once built – both for 
a refinance or sale.

The amount of dry powder or 
unspent capital commitments from 

investors is at an all-time high
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Source: Preqin Real 
Estate Online

Real Estate Fund Dry Powder by Primary Geographic Focus

Source: Emerging 
Trends in Real Estate

The amount of 
dry powder or 

unspent capital 
commitments 

from North 
American 

investors is at an 
all-time high

As such, cap rates 
and yields are 

compressing…

Apartment Cap Rate vs 10-Year Treasury Yield

Source: Wells Fargo 
Securities
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Historical Sales Price/Unit (Thousands)

Source: Newmark 
Knight Frank Research

….which 
combined with 

continued 
rent/income 

growth, is 
causing property 

valuations to 
increase across 

the board.

Total Nonfarm Employment – 8 Year Bull Market 
(Longest Since 1850s)

Source: Bureau of 
Labor Statistics

We remain highly 
cautious and defensive 
as we enter the longest 

bull market since the 
1850s.

As our investments are 
generally made at 65-

75% of stabilized value, 
any pullback in values 
or market corrections 
should leave us ample 

room before any 
principal is impaired. 
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BANK LENDING ENVIRONMENT

Previous bank tightening 
occurred during 

economic downturns 
in 2001 and 2007-2008 

(highlighted by the gray 
bars in the adjacent 

chart).  

This marks the first time 
in recent history that 
banks have tightened 

lending standards while 
the economy continues 

to expand. 
Source: Witten Advisors

DEBT CAPITAL FOR DEVELOPMENT/ REDEVELOPMENT

Source: Wells Fargo 
Securities

Source: Emerging Trends in Real Estate

Construction lending 
remains the only impaired 

part of the capital stack 
within multifamily real 

estate, so our strategy to 
fill the gap in proceeds in 

which lower leverage from 
banks has created remains 

firmly intact.
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Of course, real estate is a submarket-by-submarket analysis which 
means certain markets will perform better or worse than the 
average, so we remain highly focused on the following location 
strategy:

◊ Suburban markets, with lower vacancy rates, where supply growth has 
been far less than urban infill markets which are generally seeing large 
amounts of supply.

◊ Suburban markets with affordable rents of $1,200-$1,500/month as 
compared to more expensive infill markets where new projects are 
underwriting often unproven rents of $2,000-3,000/month

◊ Suburban markets with low cost projects where numerous sales comps 
exist well above the project’s cost basis unlike urban infill markets with 
high cost projects in need of unproven sales prices
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1 - Source: MPF/YieldStar Research analysis of NCREIF data
2 - Source: CoStar Portfolio Strategy, as of Q2 2016

Suburban and Prime Suburban markets 
demonstrate  the most positive margin 
between actual vacancy  rates and the long 
term historical average.

During this cycle, multifamily development has  skewed heavily 
towards higher-margin, zoning-friendly  CBDs, as cost structure and 
building restrictions make developing to affordable rents in the suburbs  
extremely difficult.

Returns within suburbs with strong fundamentals  have actually been 
superior to CBD performance,  due to the following reasons:

 » Discounted rents compared to CBD offers increased  affordability
 » Development restrictions in outlying suburbs; most  development 

and new supply in CBD
 » Discounted acquisition prices compared to CBD  
 » Millennial migration patterns showing preference for suburban 

locations with larger unit sizes and better public  schools


