Mid Year 2019

MULTIFAMILY

POINT OF VIEW
SURVEY
TRI Commercial performed a survey of brokers in the Northern California market to
gauge the current state of the multifamily market, the impeding laws affecting it, and
their forecast over the next 12 to 36 months. Over 61% of the respondents believe
that impending state-wide legislation will have investors in a “wait and see” mode
causing the market to moderately increase or flatten over the next 12 months.

MARKET CONSENSUS AND FORECAST | Survey Summary Increase
The broker consensus for the next 12 months is that
multifamily vacancy, sales volume, and cap rates
will remain relatively flat. Meanwhile, rents will
continue to be elevated due to perpetual lack of
housing supply.
Over the next 12 to 36 months, the TRI team sees
cap rates decreasing, sales volume decreasing and
rents beginning to decline (albeit, not for another
36 months). Construction is also expected to taper
off in the next 36 months as the cost to build remains
high.

Uptick
Decline: 14%

Flat

Decline

Increase: 10%
Uptick: 22%

Flat: 54%
Broker Opinion of General State of Market Over Next 12 Months

The information in this document was obtained from sources we deem reliable; however, no warranty or representation, expressed or implied, is made as to the accuracy of the
information contained herein.
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THE OVER/UNDER |What Markets Are Currently Overvalued & Undervalued?

Overvalued Region

“Most neighborhoods have cycled fully. Class C submarkets
have the most headroom for rent increases, and therefore are a
value-add play. Class A and B markets are overvalued.” - Mike
Burns

Undervalued Region

Roseville, Rocklin, Folsom
Downtown, Midtown, Davis

Arden Gardens, Carmichael
South Roseville, West Sacramento
South Sacramento, Rancho Cordova
West Oakland, North Beach
Downtown Oakland, Mission

East Oakland, Bay View
S. San Francisco

Tenderloin, Outer Mission

San Bruno

Redwood City

The information in this document was obtained from sources we deem reliable; however, no warranty or representation, expressed or implied, is made as to the accuracy of the
information contained herein.
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36-MONTH OUTLOOK | TRI Commercial Brokers Weigh in on Where the Market is Headed
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IMPENDING LAWS | Are They Likely to Pass?
Likely
AB 724 Registry on Rentals
AB 1731 Short-Term Rentals
SB 329 Section 8
AB 1697 Just Cause - 10 Months
AB 1481 Just Cause

Somewhat Likely

Somewhat Unlikely

Unlikely

“The preparations of
regulatory changes
depend on length of
ownership. Long-term
owners should stay put.”
- Gary Cohen

AB 1482 - Statewide Rent Control

The TRI Multifamily team closely follows the laws affecting housing. The consensus is that AB 1481 Just Cause
Eviction Rules is likely to pass. Currently this legislation passed Committee to the Assembly Floor for 3rd Reading:
the law states that landlords may not terminate a tenant lease without “just cause.” At-fault just causes include failure
to pay rent, material breach of rental agreement, illegal conduct, and using a rental unit for criminal activity. Nofault just causes include owner intent to occupy property, withdrawal of rental unit from market, intent to demolish
or substantially remodel unit or property. In these cases, the owner must pay tenant relocation assistance directly to
tenant regardless of tenant’s income.

The information in this document was obtained from sources we deem reliable; however, no warranty or representation, expressed or implied, is made as to the accuracy of the
information contained herein.

Multifamily Point of View Survey
This survey isn’t the end of the conversation. The Northern California market as a whole, and the myriad
submarkets that we work in continues to change and fluctuate. We plan on maintaining our overlook within TRI
Commercial among our communities. We look forward to connecting with you!

Bill Karr | Walnut Creek | 925.296.3334

Cameron D. Foster | San Francisco | 415.268.2245
David Hosbein | Roseville | 916.677.8117

Gabriel Galiothe | San Francisco | 415.268.2292
Gary Cohen| San Francisco | 415.268.2259

Jack Silva | San Francisco | 415.268.2236

John Gallagher | Rocklin | 916.960.5777

Mike Burns | Roseville | 916.960.5713
Shane Clark | Rocklin | 916.960.5763

The information in this document was obtained from sources we deem reliable; however, no warranty or representation, expressed or implied, is made as to the accuracy of the
information contained herein.

