he Chicago multifamily market can

be characterized as being concerned,
but trying to be. hopetul and optimis-
tic. Most clients are looking-in-2009
to-manage and optimize occtipancy,
as.opposed to driving the rent roll up -
and increasing rental rates. A number’
of clients that manage larger portfo-
lios have already sent out notices fcn_i_
spring renewals statmg that there will
be no rent increases. Certainly: to the__'
extent that: dIfferent submarke’fs ‘can.

absorh ‘a rentincrease, .owners: will

seek 10" get ‘them; buf’ such increases:
will be" modest. Theré 'is’ a' growing .
concern -about- how -correlated - the

apartment sector .is ‘to employment,
and - despite very good: demograph-
ics for the rental market and despite
the fact that there is anrobvious and
substantial reduction in"home buying,

CHICAGO MULTIFAMILY MARKET

' .both of Wthh would beneflt the 1ent-_ 3

al market, the unemployment issue

- seems to be mitigating those gains.
In investment. sales; .Essex Realty-

Group is working . primarily.- with

three major. groups of buyers at- this.

time:. first, there are a variety of lend:

“ers working to selt foreclosed conver-
':-_510_11_p1 ojects. Most of those properties;
“if not all, are reverting back .to rental.
“The second: ‘group-is.developers-that, -
‘in ‘addition to -their construction -or
'.:convelslon activities, have purchased
-.-mcomc—ploducmg proptﬂhes to pro-

vide ‘some - diversification. Now: that

‘they need-additional working capifal-_

to support their: struggling ‘develop-

ment. projects, and- since it is much-
-more diffictilt -to: refinance cash out:
of these investments, developers. are,
_se]lmg rather than refinancing to raise..

: .- -capital. The third group of

“ Apartment Vacancy .Trends -

Source: Reis, Inc. = -
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you are looking at: buymc

o put mor

_pect a; bette1 cap o

ask fo' a Vauety of 1easons

. sellels that we seemn to keep
o orunining finte -is  the sellers

':fully For assets: that either
avea h1gh vacancy-or. sub=
mamtev:- _
nance, where thele isa 1ea1_. .

-p’utlcu}aﬂy cr 1t1ca1 and are
either taking a pass entlrely._
of makmg very low_loan- :

good ‘condition, - there are:’
still: ample lenders wﬂhng'._'
to loan ‘at: typlcally the 1.2: 7

_ to 70 pelcent:_';ﬁ
'loan to-value commltment L
Most léndets ate not ¢ giving
80~ petcent financing - any-.
more;. consequently,: when_--'

these deals —-the third piece
of the' puzzle buyers have
noney- down.-
“And;” because the loan-to-
" value ratios are Eowc1 and
g both the' pe1ce1ved and

: takmg 011 is lﬁoheiu they .e.x-:.' :

plead bctween b1d and'.;.._-

'.Ovel the last § to 10 years ‘as values
~were going . up, -seflers .'were inclined -
- to.be'more aggressive, so there was a
--that happens, -there is an increase -in
-the number of transactions. Second, if
- the_economy. continues to erode - fur-

natural spread. They had to push the

“asking price upward to see where the -
market would go. Now-that-we are-in
-aspericd- of price erosion, sellers are
- slow to lower the ‘prices and- instead

want to see what the market- will con-

-~ form tos : : o
There has not been as much price
- erosion in-Chicago’s. prime locations.
‘Deals in those markets sold: 3 years
ago at a 5 percent cap: rate. Implicit
“in.a- low. cap:rate is lower- volatil:’
ity.- When buyers move to'secondary. -
and tertiary markets and properties, -
-the. values: dropped-off fairly: steeply.
Implicit in.somebody- buying-at.a 7.5
percent cap rate 2 or 3 years ago was’

greater. volatility ‘and risk, and now

those investors a1e expeuencmg that-
~volatility. -

The: velomty of t;ansact;ons contm- :
ued to be strong in the fourth-quarter
have Jecelved oood interest as well.
of business, but a lot of it came. from ;"
- banks or. developels 1f- the -economy ' -
‘or “fails to- stabilize, o
‘then there will hkely be-an increase in- - o

of Iast vear. There was a fair amount

erodes - further,

'tiansactlon Velomty 1t thaq occurs, sev-

8% :
everyday reasons; there are
: E o always owners that sunply_:'._-
AT want to dispose -of . their
| » - : P
B AR /SRS property. Acthty is equal-
.8 4% 4 o~ 4_6f’ ly leIdEd among the thlee '
: >° S . Sy groups :
| et ” CHICAGO REIS It X ‘vt that "[h R
% 2% ] USA REIS » is- 1o - secre na e :
Ruatl S m S A OTH lenders are scrutinizing ac-.
R E - T T.CHICAGO OTH. -quisitions much more care- -
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The Arboretum of South Barrington

Winnebago Energy Center
tandfill Gas to Energy

Citibank

“eral things will follow: First, cash flow

from .operations are going to  suffer
because - of high vacancy.. Whenever

ther, many owners will opt to trade in

-bricks for cash, because thcy Value or
:need the liquidity. ©

“The Lincoln Park/ Lakewew ne1gh— :
borhoods as well /the core suburban

.markets, have done well because there
s a flight to quality, which often hap--

pens in:an-economic.downturn. If an

sinvestor has-some- cash, ‘and. wants

to place it: somewhere’ safely,” those
are good:areas in-which to.buy. Ad-

-ditionally, in some of the.secondary or
tertiary- locations, like a Rogers Park,

a -Sotith Shore or a. Des Plaines- -type
of -suburban location,’ investors can

- get much better pricing today buying
there than they could have any time
in the last couple of years. If someone

I$-more oppor tunistic; those . markets
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