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Overall, multifamily continues to excel amongst 
asset classes and is driven operationally by 
renter demand, which is fueled by a robust job 
market. Certain submarket rents have softened 

due to recent new supply that still needs to be 

absorbed. The good news is, while the pipeline 

of new units thins out, these areas can look to 

build on the solid employment fundamentals and 

realize future rent growth. New permitting and 

construction across the country are on a healthy 

path. It is important to note that the majority of 

the areas with weaker rents have been in the core 

Class A space. Class C apartment stock has been 

the most occupied in the country, which gives 

credence to a long runway for rent growth in that 

sector and opportunities for investors to add value.

On the transaction front, attractive interest rates 

keep the cost of capital favorable and spurs a 

mindset amongst investors to lock-in long-term 

fixed-rate debt. In November of 2018, the ten-year 

Treasury topped three percent, which offered 

investors the chance to evaluate where the market 

would go from there. Ten months later, the ten-year 

Treasury is trading at well over 100 basis points 

lower, which was certainly unexpected a year ago. 

While the deluge of domestic economic data affects 

interest rates, the global economic concerns ranging 

from China to The EU have helped keep Treasury 

yields low. In addition to low interest rates, capital is 

looking for a solution with goals and objectives that 

are served by multifamily investment. While the cap 

rate spread between core, core-plus and value-add 

has compressed over the last 18 to 24 months, there 

still remains significant interest in all categories in 

primary, secondary, and even tertiary markets. 

In recent years, there have been conversations 

about the resolution to the deep cyclical real estate 

market in the U.S. If the past has taught us anything, 

it is that the future cannot always be predicted. 

In hopes to rescue California from its affordable 

housing epidemic, the state government turns to 

rent regulation policies. In September of 2019, the 
California Assembly passed Assembly Bill 1482 
(AB 1482), enacting statewide rent control. 

With a 46-22 vote, AB 1482 passed on September 

11th, 2019 in an attempt to protect tenants from rent 

gouging. The bill prevents landlords from increasing 

rents more than five percent, with inflation, annually. 

Additionally, unless there is just cause, tenants 

cannot be evicted from their apartment unit. 

With California suffering a homelessness crisis, 

policymakers found that rent control served as the 

best solution. The City of Los Angeles metro and 

San Francisco who were already protected by rent 

regulation laws will now enforce these new laws. 

So, while one could argue that with each passing 

day, we are closer to the immediate correction or 

recession, it would stand to reason that today, we 

can analyze the landscape of investment and still 

find solid opportunities with fundamentals that 

will stand the test of time. Now is a great time to 

be a buyer given the relatively healthy economic 

environment and its application to the multifamily 

operational market. The same can be said for 

sellers as low cap rates can be achieved across all 

markets and there are possibilities to buy back into 

the healthy market. 2019 is met with stability and 

its share of resistance. 2020 is a different story as 

the market will take a hard look at how the coming 

election will impact investment decisions. Monetary 

policy, the regulatory environment, and plans for 

economic growth will all be directly affected by 

our governing bodies, which will play a huge role in 

determining the fate of our current real estate cycle.

The following report reviews the top cities 
in California, Georgia, and Texas based on 
transaction volume, total dollar volume, average 
price per unit and square foot, and average cap 
rates from 2018 to 2019.

Disclaimer: All data sourced from CoStar
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HollywoodHollywood 
NUMBER OF TRANSACTIONSNUMBER OF TRANSACTIONS

The number of transactions in the Hollywood market has been 
sporadic from Q1 2018 to Q2 2019. The most prominent irregularity 
being Q2 and Q1 2018 where only six non-rent controlled buildings 
were sold. During this time, Proposition 10 was announced which 
if passed, would have removed current rent control regulations, 
allowing the state and city governments to enact rent control. 
Q4 2018 saw lower transactional volume than Q3 2018 which is an 
anomaly in the market, a potential result of the interest rate scares 
throughout 2018.  
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AVERAGE PRICE PER UNIT & PRICE PER SQUARE FOOT

Due primarily to new developments in the market, the average price per unit of rent controlled buildings in Hollywood in 2018 
and 2019 were all over $200,000/unit. The average price per square foot over the past five quarters for rent controlled build-
ings was $365.02/sqft. The average price per square foot for non-rent controlled buildings increased by $75.29/sqft from Q1 
2018 to Q2 2019. Non-rent controlled units averaged $455,365/unit in 2018, and $449,788/unit in 2019. 

TOTAL DOLLAR VOLUME 

In comparison to non-rent controlled buildings, the total volume 
of rent controlled buildings from Q1 2018 to Q2 2019 were relatively 
stable, despite increases in Q2 2018 and Q2 2019 due to the sale of 
larger buildings. Non-rent controlled buildings experienced more 
volatile year-over-year total dollar volume calculations. This is due 
to new construction, mixed-use, and luxury buildings being delivered 
to the market in Q3 and Q4 2018. Compare that to the eight non-rent 
controlled transactions in Q2 2019 where the total dollar volume was 
just $64 million. 

 

AVERAGE CAP RATE 

The average cap rate of rent controlled buildings in Q1 2018 was 3.82%, 
and 4.26% in Q2 2019. These numbers indicate the beginning stage 
of cap rate increases for rent controlled properties in California. The 
biggest surprise was Q3 2018 where the average cap rate was 4.12%, 
a result of a large number of vacant buildings trading. For non-rent 
controlled buildings, the cap rate increased dramatically throughout 
Q2 2018 to Q2 2019 from 3.72% in Q2 2018 to 4.54% in Q2 2019 to 4.21%, 
largely due to the lack of new developments. 

AVERAGE GRM 

The average GRM of rent controlled buildings has decreased by 1.26 
basis points from an average GRM of 15.69 in Q2 2018 to an average 
GRM of 14.43 in Q2 2019. The average GRM of non-rent controlled 
buildings in Q2 2019 is at 5.22. A lot of deals are becoming harder 
to pencil out for investors and are consequently seeing downward 
pressure on the average GRMs of buildings being traded.

FUTURE OUTLOOK

The fundamentals of Hollywood multifamily are still very strong. Interest rates are at a historical low, and if brokers properly 
manage seller expectations, deals can be made. Hollywood has seen 438 units delivered along with 279 units absorbed over 
the course of the past 12 months, and there are currently 2,800 units under construction. 
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KoreatownKoreatown
NUMBER OF TRANSACTIONS

Transaction volume in Koreatown during 2018 was stable and 
consistent with the growing nature of the market at the time 
with 154 transactions total. Compared to the few transactions in 
Q2 2019, there is a slowdown in investor transactions. This could 
be attributed to investors waiting for the market to decline even 
further prior to jumping on better deals.  

50

40

30

20

10

Q1 ‘18 Q2 ‘18 Q3 ‘18 Q4 ‘18 Q1 ‘19 Q2 ‘19

Non-Rent Controlled Rent Controlled

Los Angeles County

MATTHEWS™



AVERAGE CAP RATE & GRM 

The average cap rate in 2018 was 4.18% for rent controlled assets and 3.55% for non-rent controlled assets. In Q2 2019 the cap 
rate was 3.96% and 4.00%, for rent controlled and non-rent controlled assets, respectively. The increase in pricing can be seen 
as interest rates continue to climb and the Fed shifts to cool a blistering economy. The average GRM in 2018 was 14.37, and 
18.39 for rent control and non-rent control. This data suggests that even though cap rates are rising, values remain stable. This 
offers investors the opportunity to maximize the appreciation of their assets over the past decade and capitalize at this point 
in the market.

TOTAL DOLLAR VOLUME 

The total dollar volume in 2018 averaged $52 million compared 
to the Q1 2019 volume of $49 million. This decline could be 
attributed to a shift in the market’s perspective of future 
prices or waiting for the economy to fall to capitalize on an 
opportunity. Q2 2019 total dollar volume averaged $76 million. 

AVERAGE PRICE PER UNIT 

The average price per unit in 2018 was $223,210/unit for rent 
controlled assets and $343,529/unit for non-rent controlled assets. 
Thus far, 2019 numbers are $204,024/unit, and $262,449/unit for 
rent controlled and non-rent controlled assets, respectively. The 
closing of the price per unit gap between rent controlled and non-
rent controlled assets in 2019 could be attributed to the ongoing 
uncertainty of rent control in the greater Los Angeles area.

AVERAGE PRICE PER SQUARE FOOT

The average price per square foot for rent controlled assets in 2018 
was $296.91/sqft while non-rent controlled was $441.12/sqft. The 
average in 2019 for rent controlled properties is $270.24/sqft and 
$305.45/sqft for non-rent controlled. This shift in pricing is a good 
sign that there are plenty of opportunities for investors to maximize 
their property values in the current market. 

FUTURE OUTLOOK

It seems like the economy is headed in a slow decline as the most prolonged period of economic growth comes to an end. 
However, real estate is generally a lagging indicator of economic direction. This points to an excellent environment for real 
estate investment for another 12 to 18 months. 223 units have been delivered in the last 12 months while 526 units were 
absorbed. 1,900 units are currently under construction which are expected to complete before 2020. 1,000 of these units are 
among the concentrated developments along Wilshire Blvd.
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Long  
Beach
Long  
Beach

NUMBER OF TRANSACTIONSNUMBER OF TRANSACTIONS

Transaction volume throughout 2018 started strong with 90 
transactions in Q1, but dropped in Q1 2019 to 80 transactions due 
to the de-emphasized concern in rent control regulations. As 2019 
begins a non-election year, many owners have held off in search 
of a further peak in the market; a sentiment that may continue 
until 2020, when voting begins. However, such a position could 
change quickly as the city moves towards implementing a tenant 
relocation assistance ordinance at the owners’ expense.
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TOTAL DOLLAR VOLUME 

Similar to the drop in transactions, the dollar volume reduced 
in 2019. Q3 2019 has the highest average transaction size out 
of the five quarters. This may be indicative of larger deals 
trading. The average number of units sold was 21, which 
reflects impressively on the market given the significant jump 
in just a short amount of time. In comparison, the average 
transaction size of the previous quarter was only $3.0 million.

FUTURE OUTLOOK

It was originally expected that the market would hold and finish strong in 2019 as investors shy away from rent-controlled 
Los Angeles. However, the political climate could upend the market overnight, as the City of Long Beach implements 
their tenant relocation assistance ordinance, and the California State Assembly considers statewide rent control and 
just cause eviction legislation. Given the sizeable inventory of dated buildings across Long Beach, many owners are also 
reconsidering their options as their investments will soon be over 100 years old. Long Beach has been a value investor’s 
market rather than a builder’s market which is reflected in the activity over the past 12 months - 317 units delivered and 97 
units absorbed. The Downtown Plan has concentrated all development efforts in and around Downtown Long Beach. 

$350M

$300M

$250M

$200M

$150M

$100M

$50M

Q1 ‘18 Q2 ‘18 Q3 ‘18 Q4 ‘18 Q1 ‘19 Q2 ‘19

AVERAGE CAP RATE & GRM  

The cap rates dropped year-over-year with an 11 basis point difference that is notable in the context of prices rising. While 
rents have steadily risen, sale prices have increased at a greater rate. The average cap rate in Long Beach for Q2 2019 is at 
4.49%, with an average GRM of 14.00. The average GRM raised year-over-year by 0.72 points. This is a result of regular price 
and rent increases throughout the city.
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AVERAGE PRICE PER UNIT & PRICE PER SQUARE FOOT  

The average price per square foot experienced fluctuations throughout 2018 continuing into 2019, and the metric reached 
close to $381/sqft for the first time in Q1 2019. Beyond price increases across the board, there continues to be a competitive 
market for buildings with studio units, which is common in older buildings throughout Long Beach. These apartments have 
comparable rents even with less square footage. As a result, buyers can further maximize their return on investment.
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OrangeOrange
CountyCounty

NUMBER OF TRANSACTIONS

Orange County remains one of the healthiest multifamily 
markets in Southern California with a total of 424 
transactions in 2018, averaging 106 transactions per quarter. 
The number of transactions peaked in Q3 2018 with a total 
of 119. 2019 has been consistent with this trend with 111 
transactions in Q1 2019, and 119 transactions in Q2 2019. 
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TOTAL DOLLAR VOLUME 

The total dollar volume in 2018 fell south of $2 billion. This number was 
primarily affected by the sale of a few luxury apartment communities 
accounting for 30 percent of total dollar volume. Q3 2018 witnessed 
a drop in total dollar volume. However, Q4 2018 recovered with 
$566 million. The momentum has not carried into 2019, with Q1 2019 
finishing at $237 million and $376 million in Q2.  

AVERAGE CAP RATE  

Cap rates saw a downwards trend from Q1 to Q4 2018 starting at 
4.13% and ending the year at an average of 3.98%. The decrease 
directly correlated with the total number of transactions. Recovering 
from Q1 2019 with a 4.22% cap rate, Q2 2019 has decreased to 4.05%. 
This was a good indicator of investors paying more aggressive cap 
rates as inventory decreased, chasing long-term rental upside 
potential, typically involving property enhancement by building curb 
appeal and interior upgrades. 

AVERAGE GRM

The average GRM for multifamily assets in 2018 was 16.65. Coastal 
market transactions also brought the average up with several 
deals closing at above 20 GRM. On the contrary, Q1 2018 and Q1 2019 
saw the lowest GRM’s averaging 15.9 and 14.32, respectively. This 
is largely due to larger transactions closing in lessor submarkets. 
With Anaheim primarily consisting of older inventory and blue collar 
workers, you will find the most affordable rents in the county at 12.5% 
below the metro average. The average GRM picked back up to 15.55 
in Q2 2019.

FUTURE OUTLOOK

Despite the decrease in volatility, property values should increase by approximately two to five percent annually. With 
Anaheim growing 3.5% over the last year and offering $250/month less than the metro average, landlords have the 
flexibility to steadily increase rents and still remain affordable. Areas close to the airport and Anaheim are the focal point of 
development. In the past 12 months, 1,694 units have been delivered and 2,028 units absorbed. 

AVERAGE PRICE PER UNIT & PRICE PER SQUARE FOOT

In 2018, multifamily properties in Orange County came in at a very healthy average of $338,332/unit. This number is supported 
by the sale of coastal multifamily assets bringing up the average tremendously. Q2 2019 averaged $344,362/unit. Orange 
County averaged $361.62/sqft in 2018. The market continues to benefit from this traction in 2019 with Q2 at $351.57/sqft.  
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San FernandoSan Fernando
ValleyValley

NUMBER OF TRANSACTIONS

The San Fernando Valley remains one of the most active 
submarkets in Los Angeles. In 2018, there was an average of 81 
transactions per quarter. Rent controlled transactions peaked in Q2 
2018 with 80 transactions, and non-rent controlled assets performed 
well in Q1 2019 with 28 transactions. The majority of sales were rent 
controlled multifamily properties due to the amount of inventory in 
the submarket.    
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TOTAL DOLLAR VOLUME 

The San Fernando Valley had $2.09 billion in transaction volume occur 
between Q1 2018 and Q2 2019. Each quarter, the total dollar volume 
 was consistently higher in non-rent controlled assets despite 
completing fewer transactions, except Q2 in 2018 and 2019. Rent 
controlled dollar volume remained much more consistent throughout 
2018. Q2 2019 is weak in comparison to the number of transactions 
completed year-to-date.    

AVERAGE CAP RATE

The San Fernando Valley cap rates are low overall but have been 
trending up on rent controlled assets each quarter beginning in Q1  
2018. This has resulted in an increase from Q1 2018 to Q2 2019. Cap  
rates on non-rent controlled properties remain compressed given  
the competitive landscape and aggressive pricing in the market,  
averaging 4.10% in 2018. 

AVERAGE GRM  

The GRM on rent controlled assets has been consistent, ranging from 
14.40 in Q2 2018 to 13.37 in Q2 2019. The reason for the consistency is 
attributed to the fact that gross income can only increase by either a 
fixed amount or if the tenant vacates. The GRM for non-rent controlled 
assets had a more considerable margin with a high in Q3 2018 at 16.77, 
and a low in Q2 2019 of 14.05, reflecting high rents in the market. 

FUTURE OUTLOOK

In 2019, we predict there will be fewer transactions than in the previous year. Despite the slowdown in activity, property values 
should increase by roughly two to five percent year-over-year with market supply as one of the main drivers. The supply 
surge in the late 2000s has delivered a high percentage of modern inventory, creating a slow-down in construction over the 
past 12 months, in which 0 units were delivered and 23 units absorbed. The high amount of transactions will continue to take 
place from legacy and baby boomer owners that are looking to reposition their portfolio into a less management intensive 
opportunity that provides a higher yield. As one of the smallest submarkets in Los Angeles combined with zoning and height 
restrictions, San Fernando Valley primarily consists of low-rise apartments. 

AVERAGE PRICE PER UNIT & PRICE PER SQUARE FOOT 

Rent controlled properties slightly fluctuated over the year, with a high in Q1 2018 of $250,929/unit. The average for this product 
type is $208,422/unit The average for non-rent controlled assets is $305,341/unit. Rent controlled properties started strong in 
2018 at $289.66/sqft, dipping mid-year and bouncing back to $273.08/sqft at the end of 2018. Non-rent controlled assets in Q4 
2018 closed at a high of $38.32/sqft. Q2 2019 is consistent with Q2 2018 data for non -ent controlled assets at $300.16/sqft. In 
comparison, rent controlled assets are about the same with an average of $296.13/sqft in Q2 2019.
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South BaySouth Bay
NUMBER OF TRANSACTIONS

The total number of multifamily transactions of five units or 
more in the South Bay region of Los Angeles for 2018 stayed 
consistent with an average of 69 transactions, while Q3 had a 
slight increase to 102 transactions. With a statewide proposition 
for rent control on the ballot, we saw nearly a 46% increase in 
transactions from quarter to quarter into the South Bay region, 
despite having no form of rent control. Around the election in Q4 
2018, we’ve seen a regression toward the mean. 
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TOTAL DOLLAR VOLUME 

Dollar volume from Q1 to Q2 2018 was reduced by nearly 60% 
but increased in transactions. This shows that there were more 
transactions with lower-priced properties across the two quarters 
in 2018. From Q2 to Q3 2018, dollar volume spiked by nearly 130%, a 
reflection of the number of transactions. Q3 to Q4 2018 experienced 
a 47% drop in dollar volume around election time. Q1 and Q2 2019 
had dropped significantly in dollar volume compared to Q1 and 
Q2 2018, attributing to a lack of inventory and patient buyers.

AVERAGE CAP RATE

In 2018, cap rates consistently increased through Q3 by nearly 8% per 
quarter. This can be attributed to a growing volume of deals over the 
three quarters. A 12% reduction formed in Q3 to Q4 2018 which can be 
credited to the decrease in deal volume. The smaller deal size attracts 
a larger buyer pool, and this added competition creates higher pricing 
and lower cap rates. We’ve seen an increase in cap rates, with a dip in 
Q4 2018 to 3.64%. 

AVERAGE GRM

The average GRM for 2018 was 17.15. From Q1 to Q2 2018, there was an 
8.5% increase in the GRM, only to drop by 16% from Q2 to Q3 2018. We 
then saw a rise of 23% from Q3 to Q4 2018 and another 19% drop going 
into Q1 2019. The rise in GRM is in part due to overall deal volume and 
buyers either competing for inventory or pushing back on pricing.

FUTURE OUTLOOK

As we continue to experience the most prolonged period of economic growth since the Great Recession, the South Bay real 
estate market exceeds expectations in terms of pricing metrics. While there is demand for more units, the community and 
politics will not allow for more development, even though 85% of the existing inventory is over 20 years old. We can see this 
isn’t expected to change as the past 12 months has only delivered 146 units and absorbed 25 units. While the economy may be 
starting to lose steam, the real estate cycle may be overdue for a downturn. 

AVERAGE PRICE PER UNIT & PRICE PER SQUARE FOOT 

The 2018 average came in at $302,243/unit. This was brought in by a lower trending Q3 2018 at $272,911/unit and a higher 
trending Q4 2018 at $316,491/unit. The average cost per square foot was down 23% in Q2 2018. We’re seeing the average price 
rise again so far in 2019, with Q2 2019 at $413.52/sqft. 
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Tri-CitiesTri-Cities
NUMBER OF TRANSACTIONS

Transactions throughout 2018 remained steady from quarter 
to quarter in the Tri-City area, and most of the activity during 
that time involved the sale of dated buildings. However, we 
saw an increase in younger properties sell in 2018 compared 
to 2017. Thus far, we are experiencing a decrease in 
transactions with Q2 2019 at 55 transactions.
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TOTAL DOLLAR VOLUME 

Total dollar volume was strong throughout 2018 with the 
highest being Q2 2018 at $258 million, and decreasing 
through the end of the year. Q4 2018 saw an increase in more 
substantial deals closing, potentially due to the shift in market 
sentiment because of California politics, such as Proposition 
10. We’ve seen a slowdown thus far in 2019 with Q1 2019 at $76.4 
million in total dollar volume sold, but increased to $156.6 
million. 

FUTURE OUTLOOK

In the last 12 months, Tri-Cities experienced 894 units absorbed and 1,384 units delivered while, 777 units are under way. 
We predict 2019 will have fewer transactions than in the previous year, along with a softening in values. The market has 
seen a nine or 10-year bullish market, and it seems the investment community is waiting for consolidation. Typically, these 
cycles come along every seven years, and when looking at this metric, the Tri-Cities market is long overdue for a softening. 
Fundamentals remain strong in the Los Angeles metro market; suitable for owners and these types of investments.

AVERAGE CAP RATE & GRM  

The average cap rates increased after Q1 2018 but decreased towards the end of Q3 2018, to 3.81% in Q4 2018. As the market 
begins to soften, we see the repercussions in Q2 2019 as an average cap rate of nearly 4.00% has been recorded thus far, 
which was unheard of a year ago in this market. The GRM metric seems to follow the cap rate metric, with a spike in Q1 and Q3 
2018 as properties with lower rents were selling with meager operating expenses. 

AVERAGE PRICE PER UNIT &  PRICE PER SQUARE FOOT 

The average price per unit in 2018 and thus far in 2019 averaged above $300,000/unit except for a dip in Q1 2019. Overall, prices 
remained high throughout 2018, and averages remained consistent by the newer construction apartment buildings that sold 
in these areas. Price per square foot was the most sporatic in the Tri-Cities market. Q1 2018 averaged $394/sqft, Q2 averaged 
$408/sqft, Q3 averaged $516.46/sqft, and Q4 fell to $354/sqft. In Q2 2019, we saw a spike to $378.82/sqft, a direct result of 
selling older properties with fewer units. 
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Ventura
County
Ventura
County

FUTURE OUTLOOK

In 2019, Ventura County is expected to  is expected to increase in the total number of transactions from last year, as new 
developments are brought to the market and cap rates remaining consistent or slightly higher. Throughout the past 12 
months, 150 units were delivered with 208 units absorbed and 300 units expected to complete before 2020. 
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NUMBER OF TRANSACTIONS & TOTAL DOLLAR VOLUME 

All multifamily transactions of five or more units in Ventura County from Q1 2018 to Q2 2019 remained within the same range, 
with Q1 2018 experiencing the least amount of transactions. There was an average of 11 transactions in each quarter in 2018 
and 2019. In 2018, Ventura County had over $480 million in transaction volume. The first two quarters had a higher dollar 
volume due to 100+ unit transactions occurring in the market. The average dollar volume in Q1 and Q2 2019 was around $30 
million which seems weak compared to 2018; however, this is because Q1 2018 experienced low-count unit sales, with the 
largest being 35 units.

AVERAGE PRICE PER UNIT & PRICE PER SQUARE FOOT

The price per unit in Ventura County changed each quarter of 2018 with a high in Q1 2018 of $322,306/unit and low in Q4 2018 of 
$207,409/unit. However, Q2 2019 increased to $251,548/unit. At the start of 2018, the price per square foot was $333.87/sqft with 
a small decrease in Q2 2018 to $319.68/sqft, and dipping to $253.86/sqft in Q4 2018. While the price per square foot decreased 
from Q1 to Q4 2018, 2019 is gaining traction with Q1 2019 at $285.85/sqft and Q2 2019 at $266.46/sqft.

AVERAGE CAP RATE & GRM

Ventura County cap rates fluctuated throughout 2018, ending the year with a 4.71% cap rate. So far, 2019 cap rates have been 
relatively stable at 4.74% in Q1 and 4.66% in Q2. The GRM in Q1 2018 was at 17.17 then decreased to 13.09 in Q4. The GRM in Q2 
2019 is at 14.17.
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WestsideWestside
NUMBER OF TRANSACTIONS & 

TOTAL DOLLAR VOLUME

In 2018, the transaction volume for both rent controlled and 
non-rent controlled assets totaled 381 transactions, compared 
to the 157 transactions sold in 2019 thus far. This drop in 
transaction volume can be attributed to the slow down and 
uncertainty happening in the market. 2019 is shaping to 
reach a lower transaction volume as investors become more 
precautious while we reach the end of one of the strongest 
and longest cycles in multifamily since pre-recession. The total 
dollar volume in Q1 2018 was approximately $212 million for both 
rent and non-rent controlled buildings. Q1 2019 experienced a 
slight decrease in dollar volume of $191 million.   

100

80

60

40

20

Q1 ‘18 Q2 ‘18 Q3 ‘18 Q4 ‘18 Q1 ‘19 Q2 ‘19

$180M
$140M
$100M
$60M
$20M

Q1 ‘18 Q2 ‘18 Q3 ‘18 Q4 ‘18 Q1 ‘19 Q2 ‘19

Non-Rent Controlled Rent Controlled

#
 o

f T
ra

ns
ac

tio
ns

D
ol

la
r V

ol
um

e

Los Angeles County

MATTHEWS™



AVERAGE PRICE PER UNIT 

The average price per unit for rent controlled units in Q1 2018 was $342,339/
unit compared to $377,865/unit in Q1 2019. This significant drop in 2018 can 
be attributed to the difficulties and costs of tenant buyouts as buyers are 
not willing to pay the premium for these assets. The average price per 
unit for non-rent controlled assets in Q1 2018 was $535,388/unit compared 
to $667,882/unit in Q1 2019. This enormous discrepancy in non-rent 
controlled assets is because of the new high-end multifamily construction 
coming to the market. Q2 2019 is off to strong start with $514,943.50/unit.

AVERAGE PRICE PER SQUARE FOOT 

In 2018, the average price per square foot for rent controlled properties 
averaged $432.61/sqft, with its lowest point being Q1 2018. We saw gradual 
increases throughout 2018, ending the year at $453.69/sqft. The average 
price per square foot increased to $467.68/sqft so far in 2019.  As a 
more desired product, non-rent controlled properties are performing as 
expected in a growing rental market with Q2 2018 at $503.60/sqft and 
Q2 2019 at $502.38/sqft. Rent controlled properties in Q2 2019 averaged 
$466.18/sqft. 

AVERAGE CAP RATE 

The Westside cap rates have always been lower than other submarkets 
in Los Angeles because of the desired location and the limited number 
of transactions. However, the limited data does not give an accurate 
portrayal of the actual cap rates. Cap rates on the Westside for rent 
controlled assets typically hover around 3.4% and have been consistent 
throughout the year. For non-rent controlled properties, cap rates have 
been approximately 3.7% because of the new construction projects 
coming to the market. For value-add, non-rent controlled properties, cap 
rates can be significantly lower because of the rental upside potential. 

AVERAGE GRM

The average GRM for rent controlled properties for Q1 2018 was 18.30 and 
was consistently around the same GRM throughout the year with a peak in 
Q2 2018 at 19.21. For non-rent controlled properties, because of the limited 
number of transactions and new development projects, there are some 
significant discrepancies among the data. The GRM for new developments 
is around 17.00, while value-add, non-rent controlled assets are predicted 
to peak at a 20.00 GRM in 2019 depending on the rental upside potential. 

FUTURE OUTLOOK
There is a small shift in the future outlook of this unique market especially if these trends continue throughout 2019. As strict 
rent control laws are implemented and the uncertainty of the interest rates continue to be on the horizon, we expect 2019 to 
be a year where prices will continue to decline. However, the economy and fundamentals of apartments on the Westside are 
still robust and one of the safest assets to invest in. We saw 515 units absorbed and 666 units delivered in the last 12 months. 
There are currently 4,193 units under construction. 
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South + East South + East 
Los AngelesLos Angeles

NUMBER OF TRANSACTIONS

South and East Los Angeles are strategic targets for investors 
looking for opportunities to achieve excellent cash flow. 
Both markets boast similar rent growth opportunities and 
long-term yield. The slowing of transaction volume shows 
the disconnect between buyers and sellers on pricing. Most 
properties in these submarkets are rent controlled, thus 
offering long-term tenants. There was a surge of tenant 
buyouts in 2017, pushing value in these submarkets. With 
stricter rent control laws, transaction volume has slowed 
because of the risk associated with a buyer paying a 
premium and the long-term tenants remaining in these rent 
controlled buildings.  
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AVERAGE CAP RATE & GRM 

Cap rates were more aggressive in Q1 2019. Though the price per square foot and price per unit dropped in 2019 in South Los 
Angeles, GRM’s were more aggressive in Q1 2019, as well as in East Los Angeles. Price per unit and price per square foot were 
more manageable for investors in 2019, thus allowing more risk acquiring properties with lower rents.

TOTAL DOLLAR VOLUME 

Transaction dollar volume saw an uptick in 2019 from 2018 due 
to the sale of a large asset portfolio in South Los Angeles. South 
Los Angeles has seen a higher dollar volume compared to Boyle 
Heights/East Los Angeles, primarily due to the anti-gentrification 
activity surround the submarkets.   

FUTURE OUTLOOK

As stricter rent control laws in Los Angeles continue to roll on and interest rates are predicted to continue trending upwards, 
we expect 2019 to produce fewer transactions than years previous. Pricing should level out in 2019 as there will be a lack of 
supply in the market. Tenant buyouts have become more expensive, and buyers will concentrate on the current GRM rather 
than the market GRM and the potential of the property. Seller’s price expectations will slowly become more in line with the 
market as buyers continue to be far less aggressive. In the past 12 months, 475 units were delivered and 332 units were 
absorbed while, 912 units are under construction in South LA. In East LA, we’re seeing a lot less activity as there was no new 
deliveries and only one unit absorbed. However, there are currently 170 units in development.

AVERAGE PRICE PER UNIT & PRICE PER SQUARE FEET

Price per unit took a large dip in both South and East Los Angeles. South Los Angeles went from $162,376/unit down to $151,324/
unit in Q2 2019 for rent controlled assets. The market forecast by investors played a part in this decrease, as capital is being 
more careful as the months go on in the market cycle we are in. Boyle Heights/East Los Angeles remained consistent with an 
average of $159,428/unit, but we did see an increase to $197,710/unit in Q2 2019. Consistent with the price per unit comparison 
of 2018 and 2019, South and East Los Angeles price per square foot fell for both rent and non-rent controlled buildings, from 
$241.01/sqft in Q1 2018 to $211.13/sqft in Q1 2019.     
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AtlantaAtlanta
NUMBER OF TRANSACTIONS

2018 was a great year in terms of transaction volume, which is 
demonstrated from Q1 to Q4 2018 with a 95 percent increase. 
The transaction velocity for 2018 was very healthy, with an 
increase of nearly 15 percent from the previous year. Q1 2018 
started relatively slow but increased each quarter gradually 
until Q4 2018 transaction volume nearly double that of Q1 2018. 
This high transaction count can be attributed to the ideal 
current “seller’s market,” with owners looking to capitalize on 
the compressed cap rates before there is any further upward 
movement in interest rates. The traction appears to have not 
slowed down in 2019, with 91 transactions in Q1 and 95 in Q2.  
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TOTAL DOLLAR VOLUME 

Along with the number of transactions, the total dollar volume in 
2018 rose quarter over quarter with the exception of a slight dip 
in Q2 2018. However, this decrease in Q2 2018 can be attributed 
to the fact that there was a decrease in the number of 
substantial assets (200+ units) transacted. Overall, multifamily 
market fundamentals in Atlanta remain steady at the start of 
2019 with total dollar volume reaching a figure over $1 billion.  

AVERAGE PRICE PER UNIT

The average price per unit remains significantly higher than the 
historical average with no clear indication of slowing down. Q2 
2019 price per unit came in higher than Q2 2018, demonstrating 
multifamily market fundamentals remain extremely strong. 
Many owners are noticing this trend as they look to exit their 
investment at the height of the market. 

AVERAGE PRICE PER SQUARE FOOT 

This metric is interesting as the price per foot metric remains 
steady throughout each quarter in 2018 and on into 2019. Much 
like the price per unit metric, these results indicate strong 
market fundamentals. The lower average in Q2 2018 can be a 
testament to the location of these transactions. The price per 
foot decreases slightly when entering the Southern corridors 
within the I-285 perimeter.

AVERAGE CAP RATE  

The average cap rates for the market have remained relatively 
steady throughout the year, fluctuating mostly in the low 
6.00% from quarter to quarter. The average cap rate jumped 
significantly from Q2 to Q3 2018, from 6.28% to 6.65%. The market 
adjusted and has remained steady going into 2019 with an 
average cap rate of 5.94%. Cap rates are tighter than they have 
ever been in Atlanta but are still much higher than the national 
average of 5.60%.

 

FUTURE OUTLOOK

The interest in Atlanta can be attributed to the robust apartment demand and rent growth that continues to outpace the 
national average. Atlanta adopted the inclusionary zoning ordinances in January 2018 as they begin on projects by BeltLine 
and Westside. With Atlanta’s population and job growth expecting to continue, paired with the market’s affordability as  
it relates to the nation’s other large metros, the market will remain tight with more investors competing over fewer deals.  
With 17,000 units on the way and 9,356 units delivered in the past 12 months, Atlanta is ranked one of the most active  
markets in the country. 
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NUMBER OF TRANSACTIONS

2018 was an active year for San Antonio with a total of 232 
transactions. Transactions throughout 2018 continually 
increased, starting the year with 50, 50 in Q2 2018, 76 in 
Q3 2018, then settling to 56 in Q4 2018. The market has 
experienced 105 transactions thus far in 2019. The average 
transactions per quarter for the last five quarters averages 
around 56. As San Antonio is poised for continued growth and 
in-migration, there is no concern for whether we will see the 
same pattern continue in 2019.
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TOTAL DOLLAR VOLUME 

In Q1 2018, the total dollar volume was just over $202 million, 
consistent with Q4 2018 at $334 million. Q2 and Q3 2018 were 
the strongest quarters in terms of total dollar volume with $388 
million and $529 million, respectively. The increase in dollar 
volume in the middle of 2018 coincided with the increase in 
transaction volume during those quarters. Comparing Q1 2018 
with Q1 2019, we can see a slight increase in dollar volume to $169 
million in Q1 2019. With the same number of units sold, investors 
have started to purchase assets that are geared more towards 
a value-add investment strategy in Class B and C locations.

AVERAGE PRICE PER UNIT

Just as the dollar volume decreased between Q2 2018 and Q2 2019, 
the price per unit decreased from $123,870/unit to $112,948/unit. 
In 2018, the average price per unit remained over $100,000/unit 
until Q4 2018, when it dipped below to $98,609/unit. At an average 
of $109,284/unit for 2018, we still see a healthy year-over-year 
increase in the market, and with a higher Q2 2019 we can expect 
prices to remain above $100,000/unit. 

AVERAGE PRICE PER SQUARE FOOT  

Q2 2019 had an average of $116.81/sqft, a decrease from $134.10/
sqft in Q2 2018. The trend throughout 2018 matches that of average 
price per unit with Q2 2018 having the most significant increase 
then dropping to $119.29/sqft in Q3 2018 and Q4 2018. The high price 
per square foot in Q2 2018 is a result of large amounts of Class A 
buildings traded due to new units being delivered to compensate 
for the increasing population. The average $122.25/unit in 2018 
shows another healthy year-over-year increase from 2017 and will 
likely continue into 2019.

AVE RAGE CAP RATE  

Cap rates have been compressing every year during this last 
business cycle and will most likely stay constant through 2019. The 
largest compression occurred between Q1 2018 and Q2 2018 with 
the average cap rate moving from 7.62% to 6.17%. Since then, cap 
rates have compressed to 5.77% and 6.02% in Q3 2018 and Q4 2018, 
respectively. In 2019, cap rates went up, similar to the first quarter 
of 2018 to 6.19% in Q1 2019, and 7.89% in Q2 2019. We can expect cap 
rates to rise right above 6.00% for the rest of 2019.

FUTURE OUTLOOK

In 2019, we expect prices to increase similarly to previous years. However, we anticipate better increases in comparison to 
other primary markets that have begun to plateau. Currently, 30 percent of the market’s inventory has been built since 2010 to 
present. With the majority entailing suburban garden-style apartments, developers are able to react quickly to the changing 
market. Over the past 12 months, 4,331 units were delivered and 5,744 units were absorbed. With attractive prices and cap 
rates, San Antonio is a hidden gem that is primed to make its debut in the coming years.
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AustinAustin
NUMBER OF TRANSACTIONS

2018 was an active year for Austin with a total of 143 
transactions. The market launched into Q1 2018 with 27 
transactions. Reflecting on 2018, the number of transactions was 
constant after Q1 2018 with around 40 transactions per quarter. 
Q1 2019 decreased slightly with 39 transactions, however, was 
above Q1 2018. As Austin is set to be one of the fastest-growing 
economies leading into 2020, there is skepticism as to whether 
the volume will trend upwards moving forward.
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TOTAL DOLLAR VOLUME 

Austin’s 2018 multifamily market locked just under $2.3 billion 
in volume. The first two quarters of 2018 were consistent in 
growth with enormous volume spikes in Q3 and Q4 2018, 
both above $500 million. After a successful end to Q4 2018, 
Q1 2019 settled down with a dollar volume of $369 million. 
Although Q1 2019 was an incredible drop in dollar volume 
from Q4 2018, it is consistent with the 2018 trend. Q2 2019 
booked $283 million in total dollar volume.  The market 
indicates tremendous upside as the Austin economy and 
population are projected to experience continued growth.

AVERAGE PRICE PER UNIT

The market’s average price per unit in 2018 came in at $183,503/
unit. This average went from a lower trending first and second 
quarter, $139,257/unit and $144,205/unit, respectively. The 
increase in Q3 2018 came in the strongest at $278,933/unit, 
while Q4 2018 settled at $171,619/unit. Q2 2019 came in strong 
with $208,831/unit, and Q1 2019 is a close second at $206,117/unit. 
The discrepancy in prices can be explained by the location in 
which the transactions occurred. Many transactions in the last 
two quarters of 2018 and the first two quarters of 2019 took place 
in primary Austin markets.   

AVERAGE PRICE PER SQUARE FEET  

Austin’s average price per square foot in 2018 came in at 
$203.49/sqft. This was brought on by a strong Q1 and Q2 2018 
demanding $162.22/sqft and $172.36/sqft. Q3 2018 recorded 
$293.14/sqft, while Q4 2018 settled at $186.12/sqft. The price per 
square foot started off strong in 2019, with $207.15/sqft in Q1 and 
$227.82/sqft in Q2.The price per square foot in the Austin market 
is reassuring as it continues to float at higher averages. 

AVERAGE CAP RATE  

Cap rates remained strong in 2018 averaging 5.68%. Throughout 
2018, cap rates fluctuated 50 basis points. Q1 2019 began at 
5.93% which is explained by new product and rehabbed product 
sales. This cap rate should remain strong while inventory is low 
and demand remains high. 

FUTURE OUTLOOK

Austin adsorbed 9,309 units and delivered 6,121 units in the last 12 months. Developments are primarily concentrated 
Downtown, in South Central, or Eastern submarkets extending to suburbs such as Round Rock to San Marcos. With this healthy 
demand, we can expect Austin’s development to continue on this trajectory in the coming years. 

Q1 ‘18 Q2 ‘18 Q3 ‘18 Q4 ‘18 Q1 ‘19 Q2 ‘19

6.00%

5.75%

5.50%

5.25%

Q1 ‘18 Q2 ‘18 Q3 ‘18 Q4 ‘18 Q1 ‘19 Q2 ‘19

$300

$250

$200

$150

$850M

$750M

$650M

$550M

$450M

$350M

$250M

Q1 ‘18 Q2 ‘18 Q3 ‘18 Q4 ‘18 Q1 ‘19 Q2 ‘19

Q1 ‘18 Q2 ‘18 Q3 ‘18 Q4 ‘18 Q1 ‘19 Q2 ‘19

$260,000

$220,000

$180,000

$140,000

MATTHEWS™



Dallas +Dallas +
Fort WorthFort Worth

ECONOMY

The surrounding submarkets in Dallas, such as Plano, Frisco, Allen, and McKinney, are some of the fastest-growing populations 
in the country, and feed into the economic growth the metro is experiencing. The companies looking to relocate to these 
areas will likely keep the residential demand healthy. The tremendous job and population growth will give developers and 
investors plenty of incentive to continue activity. 
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NUMBER OF TRANSACTIONS 

The Dallas-Fort Worth multifamily market saw another 
strong ending in 2018. Throughout the year, there was 
overwhelming talk of oversaturation and inflated 
pricing within the marketplace. This carried into 
2019, where the market slowed down from last year’s 
transactional achievements. In Q1 2019, there were 1,355 
total transactions across the board, approximately 
a 30 percent decrease in volume from Q4 of 2018. 
Thus far, Q2 2019 has completed 237 transactions. 

Another factor, and quite possibly the most prominent 
proponent for this decrease, is interest rates. Interest 
rates rose between Q3 and Q4 of 2018. The price 
expectation of sellers relative to where interest rates 
were in Q4, did not allow buyers within the marketplace 
to remain as active as they were throughout 2018. 

CONSTRUCTION & DEVELOPMENT

Dallas-Fort Worth is experiencing a robust development 
environment with thousands of units currently under 
construction in nearly every corner of the metroplex 
combined with more than 35,000 units in the pipeline. 
Nearly 6,000 of those units in development are within a 
three-mile radius of Downtown Dallas. A 39-story, 334 
unit residential tower will soon be the tallest building in 
Victory Park. The fast-growing neighboring cities account 
for roughly 7,500 units currently under construction. 

FUTURE OUTLOOK

In the last 12 months, we saw 24,447 units delivered and 23,707 units absorbed. Many of the developments are focused on 
urban areas surrounding and within downtown. Currently, there are roughly 6,000 units under construction all within three 
miles of Downtown Dallas. The most notable projects are located in Victory Park and Deep Ellum. 

Interest rates have dropped so significantly from Q4 2018, that the market is currently at a 15-month low. With Dallas-Fort 
Worth as one of the most active multifamily markets in the country, we will see activity bounce back for the remainder 
of the year. As for what lies ahead in 2019, we expect Dallas-Fort Worth to remain among the top markets in terms of all 
transactional categories.  
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