
page 1

Naturally Occurring Affordable Housing

NAAHL & ULI Symposium | October 11, 2016



page 2

Slicing And Dicing Rental Housing

U.S. Rental Housing Inventory By Units
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Slicing And Dicing Rental Housing

U.S. Rental Housing Inventory By Units
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One- And Two-Star Rating Criteria

CoStar Building Rating System (BRS)
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Three-Star Rating Criteria

CoStar Building Rating System (BRS)
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Four-Star Rating Criteria

CoStar Building Rating System (BRS)
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Five-Star Rating Criteria

CoStar Building Rating System (BRS)
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CoStar Building Rating System
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Affordability Issues More Significant At Top End Of Market 

Rent As A % Of 100% Area Median Income By Star Rating
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1 & 2 Star Rents Remain Affordable In Most Metros

1 & 2 Star Apartment Rents As A Percent Of 100% Area Median Income

As of 16Q2Sources: ESRI; CoStar Portfolio Strategy
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1 & 2 Star Represents A Major Portion Of The Market

Number Of Units By Star Rating

1 & 2 Star
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     Source: CoStar Group As of August 2016     

36.2%
5,501,144

41.5%
6,310,441

22.3%
3,393,118

1 & 2 Star 3 Star 4 & 5 Star



page 12

The Vast Majority Of Multifamily Properties Are 1 & 2 Star

Number Of Properties By Star Rating

1 & 2 Star

253,467

75.4%

     Source: CoStar Group As of August 2016     
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1 & 2 Star Properties Can Be Found Almost Anywhere

1 & 2 Star Units By Metro

Sources: ESRI; CoStar Portfolio Strategy As of 16Q2
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Los Angeles And New York Dominate 

1 & 2 Star Properties By Metro
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Almost Half Of 1 & 2 Star Inventory In 50+ Unit Buildings

Number Of Units By Building Size And Star Rating

Source: CoStar Group As of August 2016
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Most Units Built More Than 35 Years Ago

1 & 2 Units By Building Age

Source: CoStar Group As of August 2016
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1 & 2 Star Properties Spread Out Around The D.C. Area

Washington, DC 1 & 2 Star Inventory

Sources: ESRI; CoStar Portfolio Strategy As of 16Q2
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High Vacancy Properties Are Few And Far Between

Washington, DC 1 & 2 Star Vacancy Rates

Sources: ESRI; CoStar Portfolio Strategy As of 16Q2
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1 & 2 Star Large Part Of Inventory In Close-In Submarkets  

1 & 2 Star Construction As A Percent Of Inventory

As of 16Q2Sources: ESRI; CoStar Portfolio Strategy
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Vacancies Show The Effect Of Construction

Average Vacancy By Star Rating
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Rent Spread Has Widened Slightly

Average Asking Rent By Star Rating

Rating
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Core Coastal Metros Are The Priciest

1 & 2 Star Average Asking Rent By Metro
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But On A Comparative Basis May Be Relatively Cheap

1 & 2 Star Apartment Rents As A Percent Of Market Rent

Sources: ESRI; CoStar Portfolio Strategy As of 16Q2
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Strong Long-Term Rent Growth In 1 & 2 Star Segment

Average Rent Growth By Star Rating

Rating
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Lower Vacancies Levels The Playing Field

Average Rent Growth By Star Rating
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Lower Vacancies Levels The Playing Field

Average Rent Growth By Star Rating
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Market Capitalization Of 1 & 2 Star Inventory
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Pricing Plays A Role In Values 

Market Capitalization Of 1 & 2 Star Inventory
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Source: CoStar Portfolio Strategy As of 16Q2
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Pricing Plays A Role In Values 

Market Capitalization Of 1 & 2 Star Inventory
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Cap Rate Spreads Are Narrowing

Cap Rates By Star Rating
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More Attractive Spreads Outside Of New York And L.A.

Cap Rates By Star Rating Excluding New York And Los Angeles
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Ownership Concentrated In Regional And Local Players

Top Owners Of 1 & 2 Star Properties
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Appendix
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CoStar Building Rating System


