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Land Value Trends 

Increased demand for rental apartments, as reflected by improving occupancy rates, has 
resulted in an uptick in proposed apartment development and has had a positive impact on 
the value of vacant multi-family land.  Recent sales trends indicate pricing on vacant multi-
family land in Pinellas County is at or above $20,000 per proposed multi-family unit.  Va-
cant sites that have significant existing usable infrastructure and particularly those that are 
“pad-ready” have sold at even higher pricing.  Vacant multi-family sites in urban locations 
oftentimes sell at lower price points per proposed multi-family unit as a result of higher 
allowed density.  However, due to an increased demand, some multi-family sites with 
prime locations in and around Tampa’s CBD are also selling at pricing that is at or above 
the per proposed unit pricing on vacant suburban sites with much lower density per acre 
allowed than the urban sites.  
 

New Development 

There is a shift in preference towards more urban living and away from single-family 
homes in the suburbs.  As a result, we are seeing increased development and proposed 
development of apartment projects in urban and/or infill locations with a commercial or 
retail component.   
 

According to The Advisory report published by Robert Charles Lesser & Co. (RCL), the 
demand for multi-family housing (rental apartments and residential condominiums) may be 
even more robust over the next four years than it was during the “boom” years of 2000 to 
2007.  The increased demand for multi-family housing will be dependent on continued 
improvement of the economy or, more specifically, employment trends.  As the labor mar-
ket continues to recover, RCL expects these displaced young people to revert to their pre-
recession behavior, meaning that many of the household formations that would have hap-
pened over the last three to four years in a “normal” economy will now happen over the 
next few years. 
 

Another statistic that has a direct impact on the demand for the development of new multi-
family housing is the steadily declining marriage rates. This trend favors multi-family hous-
ing because unmarried households have shown a higher propensity than married house-
holds to live in multi-family housing. 
 

Unit Pricing 

According to CoStar, median price per unit for apartment buildings greater than 20 units is 
up 8.4% (from $103,186 to $111,853) for Class A properties and down 2.7% (from $57,147 
to $55,580) for Class B properties. 
 

Rents & Rates 

Vacancy rates have decreased from last year for every market that we are tracking in 
Florida except Fort Myers, with an average decrease of 14.7%. We have seen vacancy 
rates drop an average of 52.6% since the 2009 market downturn. Rents have been slower 

to recover, but are up an average of 9.8% since 2009 and 2.6% since last year. 
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Overall Capitalization Rates 
Due to several variables, there is always a range of cap rates on recent 
sales of income-producing properties.  Items such as whether the cap 
rate was extracted from actual NOI or proforma NOI; whether an allow-
ance for reserves was included as a line item expense; and/or whether 
projected tax increases were factored into modified operating expenses 
all effect NOI. 
 

In Florida, cap rates are ranging anywhere from 5.25% to 6.00% on 
Class A product.  Cap rates on Class B apartment product ranges any-
where from 6.00% to 8.00%, depending on the age, location, and inven-
tory size.  Large institutional-grade apartment properties typically sell at 
cap rates towards the low end of the range.  With the exception of infill 
locations in high demand areas, smaller (below 100 units) Class B 
apartment properties tend sell at cap rates at the higher end of the 
range. 
 

Most of the Class C apartment product selling today has significant 
deferred maintenance and/or occupancy and collections problems.  As a 
result, the extraction of cap rates from recent sales is much more diffi-
cult.  In fact, many of the investors purchasing these properties place 
more emphasis on “price per pound” than they do on cap rates.  
 

Most market participants agree that there has been little downward 
pressure on apartment cap rates during 2013, with cap rates remaining 
relatively steady in 2013.  
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F lo rida Effect ive R ent & Vacancy R ates

Vacancy R ates 2009 2010 2011 2012 2013
%Δ 2012-

2013

%Δ 2009-

2013

Tampa 11.3% 9.2% 8.5% 7.2% 6.4% -11.1% -43.4%

Orlando 12.5% 10.0% 8.4% 6.8% 6.0% -11.8% -52.0%

Jacksonville 14.8% 14.1% 11.8% 10.0% 8.7% -13.0% -41.2%

Gainesville 13.6% 11.3% 7.8% 8.1% 5.4% -33.3% -60.3%

Fort M yers 14.9% 10.5% 6.8% 5.7% 5.9% 3.5% -60.4%

Palm Beach 10.1% 7.8% 6.8% 5.9% 5.4% -8.5% -46.5%

Tallahassee 14.6% 9.8% 9.0% 7.7% 6.5% -15.6% -55.5%

Pensacola 13.2% 11.4% 10.5% 8.3% 6.3% -24.1% -52.3%

M elbourne 13.7% 11.4% 10.5% 7.0% 5.7% -18.6% -58.4%

Average 13.2% 10.6% 8.9% 7.4% 6.3% -14.7% -52.6%

Effect ive R ent 2009 2010 2011 2012 2013
%Δ 2012-

2013

%Δ 2009-

2013

Tampa $733 $765 $786 $859 $881 2.6% 20.2%

Orlando $812 $782 $806 $876 $909 3.8% 11.9%

Jacksonville $737 $716 $734 $792 $794 0.3% 7.7%

Gainesville $884 $850 $869 $774 $782 1.0% -11.5%

Fort M yers $765 $785 $764 $832 $876 5.3% 14.5%

Palm Beach $1,019 $1,043 $1,064 $1,158 $1,185 2.3% 16.3%

Tallahassee $814 $797 $830 $811 $787 -3.0% -3.3%

Pensacola $720 $714 $738 $785 $823 4.8% 14.3%

M elbourne $622 $655 $671 $718 $764 6.4% 22.8%

Average $790 $790 $807 $845 $867 2.6% 9.8%

Source: ALN Apartment Data



 

Tallahassee  
There are 778 units currently under construction, with 797 new units built over 
the past year.  There are 1,481 units proposed to be built, which is at its high-
est level in ten years.  The area around Florida State University continues to 
record the most development activity. More specifically, there are four multi-
family projects under construction in Tallahassee at this time an each is a 

student housing project.  Further, six of the nine multi-family projects proposed 
in Tallahassee at this time, all student housing projects.  The remaining three 
projects proposed in Tallahassee are large, conventional apartment projects.  
Similar to national student housing development trends, the most popular form 
of student housing development in Tallahassee are those located in infill loca-
tions, within short walking distance of the University. (Source:  AptIndex pub-
lished by Real Data Apartment Market Research) 
 

South Florida  

Approximately 5,000 multi-family units are either under construction or pro-
posed for development in Broward County right now.  Many of these projects 
have condominium-quality construction and are located in Downtown Fort 
Lauderdale. 
 

In West Palm Beach over the past year, permits for 2,300 units of multifamily 
housing were issued and 2,700 units are under construction. 
 

In Miami-Dade County, a total of 733 multi-family housing units were permitted 
during the fourth quarter of 2012, 90.9% more than in the third quarter of 2012 
and 4.1 times more than the 179 permitted in the fourth quarter of 2011. The 
3,160 multi-family units permitted during 2012 was 18.9% more than the 2,657 
permitted during the same period of 2011.  
 

Multi-family housing starts in Miami-Dade County totaled 3,160 units during 
2012 representing an 87.6% increase over the 1,684 of 2011. It is forecast that 
a total of 3,840 multi-family housing units will be started in Miami-Dade County 
during 2013, 21.5% greater than the level of 2012. (Source:  Reinhold P. Wolff 
Economic Research, Inc.) 
 

Central Florida  
There are 43 apartment projects totaling 11,083 units under construction or 
proposed in Central Florida at this time.  More specifically, 25 apartment pro-
jects totaling 6,169 units (55.7%) are currently under construction, with another 
eighteen apartment projects totaling 4,914 units (44.3%) being proposed.  The 
majority of the new development in Central Florida (or eleven apartment pro-
jects totaling 2,925 units) clusters around Orlando’s Central Business District, 
in the Central submarket.  The Windermere and Southeast Orange County 
areas also have significant new apartment development underway, with six 
projects totaling 1,129 units under construction or proposed in Windermere 
area.  There are five apartment projects totaling 1,130 units under construction 
or proposed in Southeast Orange County.  (Source:  AptIndex published by 
Real Data Apartment Market Research) 
 

Tampa Bay  
There are 19 apartment projects totaling 4,940 apartment units under construc-
tion in the Tampa Bay area right now.  Eleven (57.9%) of the total apartment 
projects under construction are located in Hillsborough County and eight 
(42.1%) are located in Pinellas County. All but five (26.3%) of the apartment 
projects under construction are conventional, market-rent properties.  The five 
non-conventional projects are subsidized housing properties.  Two of the subsi-
dized housing properties are located in Hillsborough County and three are 
located in Pinellas County. 
 

Twelve apartment projects totaling 3,747 apartment units are proposed in the 
Tampa Bay area.  All but four (33.3%) of these proposed projects are located in 
Hillsborough County.  The remaining proposed apartment units are located in 
Pinellas County.  All of the proposed apartment projects are conventional prop-
erties. (Source:  Beshears & Associates market research) 
 

Jacksonville 
So far in 2013, nine apartment projects totaling 2,327 units have been deliv-
ered in Jacksonville.  Another six projects totaling 1,430 units are currently 
under construction in Jacksonville.  Further, one project totaling 279 units is 
planned at this time.  The majority (10 projects or 62.5% of 16) of the new 
apartment development is located in the Southside submarket.  (Source:  Wal-
chle Lear Multifamily Advisors market research) 

Finance Trends 
About a third of all permanent loans made to multi-family real estate properties 
are made through Fannie Mae and Freddie Mac, which are Government-
Sponsored Enterprises (GSEs).  President Obama recently endorsed a reform 
plan already underway in the US Senate that is an effort to end Fannie Mae 
and Freddie Mac.  The US House of Representatives also has its own proposal 
to eliminate Fannie Mae and Freddie Mac.  However, that plan is not expected 
to pass because it lacks Democratic support.  
 

Leading proposals have the US Government continuing to take on significant 
risk from home loans and commercial mortgages.  However, the new system 
would have “an explicit and limited government guarantee on certain kinds of 
single-family and multifamily mortgages,” according a description by Enterprise 
Community Partners, Inc. This guarantee would probably be carried out by a 
government insurance fund that would guarantee mortgage bonds backed by 
home loans and commercial mortgages made through certain government-
sponsored loan programs.  Under this scenario, private lenders could make 
permanent loans to apartment properties that meet the certain standards set by 
this government insurance fund. If these apartment loans suffered any losses 
because of foreclosure, private capital would take the first loss and the govern-
ment would guarantee the rest.  A bond issuer could then issue AAA-rated 
bonds backed the portion of mortgage debt that receives the government 
guarantee. In exchange for this insurance on the mortgages, the lender would 
pay a fee to the government insurance fund. The resulting system would be 
similar to Fannie Mae’s Delegated Underwriting and Servicing (DUS) program 
and Freddie Mac’s Capital Market Execution program.  In the DUS program, 
loan originators hold the first part of the risk of loans on their own books.  With 
DUS loans, the typical loss share agreement is one-third for the lender and two
-thirds for Fannie Mae.  Nine-eight percent of all commercial loans made by 
Fannie Mae were made under then DUS program.  As a result, there is evi-
dence to suggest a “new” GSE program similar to the existing DUS program 
will receive a positive reception from the multi-family market if, in fact, it is 
approved. 
 

The CMBS market continues to experience improvement.  According to the 
September 2013 edition of the US CMBS Delinquency Report, which was 
published by TreppWire on October 1, 2013, the delinquency rate for US com-
mercial real estate loans in CMBS dropped 24 basis points to 8.14% in Sep-
tember, 2013.  CMBS loans secured by retail real estate have the lowest delin-
quency rate, at 6.5%, followed by lodging and office at 9.2% and 9.3%, respec-
tively.  CMBS loans secured by multi-family real estate have the second-
highest delinquency rate, at 11.1%, which is only one basis point lower than its 
August, 2013 rate, but 300 basis points lower than its delinquency rate in Sep-
tember, 2012.  Only CMBS loans secured by industrial real estate have a 
higher delinquency rate, at 11.6%.  

ABOUT OUR FIRM 

Beshears and Associates is a commercial appraisal firm located in Tampa, Florida. In addition to 

covering apartments, office, industrial, land, and retail, we have specialty practices in gas sta-

tions, self-storage, hotels and bank branches. Our staff of 12 appraisers complete over 600 ap-

praisals annually in Florida and Georgia. If you have questions about the newsletter or our prac-

tice, please contact David Beshears, MAI at 813.204.2885 x204 or dbeshears@beshears.net. 

Source: Beshears & Associates Research 
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