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Quick Stats

Change from last

Current Mid 13 End 13

Vacancy 5.8% ‘ ‘

Rental Rate  $628 f ’
. 424

Construction units f f

* The arrows are trend indicators over the specified
time period and do not represent a positive or nega-
tive value.

Hot Topics

® Market fundamentals
continue strengthening

® Overall market vacancy
falls to 5.8% from
7.5%

® Units under
construction reach
new high

® Low number of sales
due to relative shortage
of available properties

@ Trading cap rates for
best quality properties
compressing

® Value-appreciation limit
fast approaching with
cap-rate compression

Toledo-area apartment market fundamentals
continue to strengthen. At midyear 2014,
overall market vacancy among surveyed com-
munities has fallen to 5.8% from 7.5% at en-
dyear 2013. At the submarket level, the CBD,
West Toledo/Sylvania, Holland/ Maumee and
Perrysburg saw the biggest improvements in
occupancy. East Toledo/Oregon and Perrys-
burg continue to perform exceptionally well
and remain the market leaders in terms of oc-
cupancy. Rents ticked up slightly in the first
half to an average of $628 per unit. Given the
strong occupancy, it is actually surprising that
rents are not rising at a fast rate. The number
of units under construction reached a new high
in our survey with communities being built in
Monclova Township, Sylvania and near the Uni-
versity of Toledo. We are unaware of specific
plans for any additional projects at this point
and would expect the level of construction to
taper off moving into 2015.

While the few property trades recorded in the
first half of the year belie the level of interest
in the market on the part of buyers, in fact,
there continues to be very strong interest from
a growing pool of buyers from across the coun-
try. The bigger factor in the low number of
sales is the relative shortage of available prop-
erties. Given the level of buyer interest relative
to available properties, not only in Toledo, but
throughout the region, trading cap rates for the
best quality properties are compressing further

Vacancy Rate vs. Rental Rate

Toledo
Apartments

Midyear 2014

and look poised to close the gap on trading cap
rates in the larger Ohio cities. Cap rates for B
and C properties are also improving, but not at
the same rate as those for Class A properties.
Further, buyers of B and C properties remain
very focused on the condition of the properties
and are pricing in the cost of required capital
expenditures and deferred maintenance.

It is hard to imagine that we are not approach-
ing the limit of value appreciation due to
cap-rate compression. Certainly, the rate of
increase has to flatten. Each passing day is
one day closer to an unavoidable increase in
interest rates and, with it, a rise in cap rates.
Those owners thinking about sales have to be
sensing that we are at or near the top of the
market. Hopefully, all owners, but particularly
those thinking about future sales, are taking
advantage of the robust market fundamentals
to improve their properties’ performances and
position them for maximum valuation. Increas-
ing occupancy, increasing rents and reinvest-
ing in the property to strengthen curb appeal,
freshen units, address deferred maintenance
items or required capital improvements will all
increase cash flow and add value. Focusing on
these priorities is smart if the plan is a long-
term hold or a near-term sale. Fortunately, the
rental market conditions are making it easier
for most every owner to implement these im-
provements.
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CBD
Unit Type Rent SF Rent/SF Unit Type Rent SF Rent/SF
1 Bed 5652 642 §1.01 1 Bed 443 624 $.
2 Bed $740 918 § 81 2 Bed $ 601 938 $ .64

3 Bed $753 1,400 § 54
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South Toledo East Toledo/Oregon/Walbridge
Unit Type Rent SF Rent/SF Unit Type Rent SF Rent/SF
1 Bed S 475 633 §.75 1 Bed § 443 652 S .68
2 Bed $ 585 927 $ .63 2 Bed $623 994 § .63
3 Bed §812 1,216 § .67 3 Bed § 685 1,076 § .64

West Toledo/Sylvania (1) West Toledo/Sylvania (2)

Unit Type Rent SF Rent/SF Unit Type Rent SF Rent/SF
1 Bed $ 454 618 §.74 1 Bed $675 634 $1.06
2 Bed $570 872 § .65 2 Bed $776 1,085 §$.72
3 Bed $829 1,204 §.69 3 Bed $934 1,342 §.70

Holland/Maumee (HI) Holland/Maumee (H2)

Unit Type Rent SF Rent/SF Unit Type Rent SF Rent/SF
1 Bed 493 560 S .88 1 Bed $630 734 S 86
2 Bed $624 906 § .69 2 Bed $726 1,085 S .67
3 Bed $764 1,134 S .67 3 Bed $801 1,222 § .66

Perrysburg/Northwood/Rossford (P1) Perrysburg/Northwood/Rossford (P2)

Unit Type Rent SF Rent/SF Unit Type Rent SF Rent/SF
1 Bed $491 632 §$.78 1 Bed §$1mn 703 $1.10
2 Bed $631 942 S .67 2 Bed §$987 1,100 §$.90
3 Bed $836 1,160 s 3 Bed $1,314 1,424 §.92

University of Toledo Toledo Overall*
Average Per Bed $466 Unit Type Rent SF Rent/SF
1 Bed $533 643 $ .83

2 Bed $ 682 977 $.70

(1) Built prior 10 1980 (2) Built post 1980 3 Bed $832 1,242 S .67
* Excludes University of Toledo student
housing properties
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Construction ACtiVity Units Under Construction 424
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Address Year # Sale Price/ Price/ Sale Date
Built Units Price Unit SF
2830 131st St. 1972 56 $1,935,000 $34,554 $44.07 6/6/14
§|3v?j1 University Hills 1968 156 §7.640000 $48974 $4722 5/28/14
2247 W. Laskey Rd. 1963 47 $1,300,000 $27,660 $35.44 4/23/14
%21 b [Regmislels 1966 24 $300,000  $12,500  $21.73  4/9/14
28820 Oregon Rd. 1981 48 $1,900.000 $39,583 $41.23 1/1/14
MI
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© Copyright 2014 Reichle | Klein Group Information contained herein, including projections, has been obtained
from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no
guarantee, warranty or representation about it. It is your responsibility to confirm independently its accuracy and
completeness. This information is presented exclusively for use by Reichle | Klein Group clients and professionals
and all rights to the material are reserved and cannot be reproduced without prior written permission.

Rate determined by multiplying the ask-
ing rental rate for each unit by its avail-
able space, summing the products, then
dividing by the sum of the available
space for all buildings in the summary.

Includes all market rate and mixed
market affordable properties of 20 units
or more.

The change in occupied units from one
period to the next.

Buildings which have begun construc-
tion as evidenced by site excavation or
foundation work.

Vacant units divided by the total num-
ber of units.

Due to a reclassification of the market,
the base, number and square footage of
buildings of previous quarters have been
adjusted to match the current base.
Vacancy figures for those buildings have
been adjusted in previous quarters.
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