
BANNER
REPORT

Q3 2017 LAS VEGAS MULTIFAMILY

Brought to you by:  alcm

INSIDE
THE ISSUE:

why family offices
high-net worth investors
desire real estate allocations

- FEATURED -

Why Family Offices High-Net Worth
Investors Desire Real Estate Allocation

Jobs-to-Permits Ratio Remains Steady

Too much apartment construction,
or not enough? (From CoStar)

Banner Multifamily Cycle
Model Explained¨;
Local Real Estate momentum
shows strong correlation to cycle model.

Snapshot Las Vegas
Apartments

Big Picture Indicator

LAS VEGAS NEWS, BUSINESS NEWS, MULTIFAMILY NEWS

pg.1

pg.3

 pg.4

pg.6

pg.7

pg.8

today’s real estate cycle is nothing like “what the world has never seen” 
and many investors are watching and remembering the 2007 -2009 real 
estate bubble and its lasting effects. Today, real estate investing is far more 
transparent versus past cycles and is buoyed by a predictable credit and 
equity market cycle. Today´s real estate cycle is being met with a more 
sophisticated real estate investor pool. Armed with the best data both at the 
“micro and macro” levels, well-capitalized investors continue the pour billions 
of dollars into U.S. in real estate. New to the financial asset class, real estate 
investment has found a place among allocations of firms such as Blackstone 
Group, Starwood Capital, and the Carlyle Group.  But these are the more well 
know private equity or family offices. There’s another investor pool that is little 
understood and much harder to identify. 

Welcome to the world of private equity and the family offices that serve 
these high-net-worth - HNW individuals. Family offices are private wealth...         
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...management advisory firms or individuals that serve HNW investors. They are different from traditional wealth management 
shops such as Merrill Lynch in that they offer a total outsourced solution to managing the financial and investment side of an 
affluent individual or family. Look at the accompanied chart: The Richest Person in Every U.S. State in 2017. Here in Nevada, at 
$35.6 billion, the heavy-weight title holder is Sheldon Adelson who is the owner of the Sands Corporation; an international gaming 
resort conglomerate based in Las Vegas. Real estate remains appealing to this exclusive group because the asset still functions 
predominately within a private marketplace and with certain inefficiencies found in market pricing allowing returns greater than 
comparable benchmark indexes, such as Dow Jones Industrials or NASDAQ stock exchanges. Real estate offers what other 
investments do not, consistent cash flows, tax-deferred benefits, and a hedge against inflation. Most family offices and high-net-worth 
investors are targeting as much as 10 to 15 percent of their investment portfolio to real estate allocations. Diversifying their allocations 
by product type, by sponsor and within both debt and equity investments. Furthermore, this exclusive club can tranche their real 
estate investments across varied risk-returned scenarios for appropriate diversification. Often, these investors deploy capital without 
competing directly with large institutional investors that were mentioned above.

Most family offices and HNW investors succeed in sourcing a consistent pipeline of opportunities through regional and relational 
sponsors (developers) with proven track records, who in turn are sourced directly or through third-party investment management 
firms. And thus, create a diversified basket of real estate investments.
 
Where are these Family offices and HNW investors placing capital today? Capital flows are pouring into “Late Recovery Markets” 
such as Las Vegas with further upside found within the largest pool of renters in history. 
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the richest person in every u.s. state in 2017

SOURCE: http://www.visualcapitalist.com/richest-person-every-u-s-state-2017/
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Jobs-to-Permits Ratio Remains Steady
Little risk to over-building!

GARY BANNER, CCIM
Sr. Market Analyst | Multifamily

Gary Banner is a real estate consultant that specializes in multi-housing in the southwest region of the United 
States. Guiding both institutional and high net worth clients in acquisitions, sales, condo-conversions and site 

selection for multi-housing. Gary’s background includes, commercial mortgage banking, brokerage sales, market 
studies and expert witness experience over a span of twenty-three years. He holds the prestigious commercial 

real estate distinction, Certified Commercial Investment Member – CCIM, and was presented with the CoStar 
Power Broker Award in 2013.

ABOUT THE AUTHOR

According to the Nevada Department of Employment; state employment levels have exceeded 1.32 million payrolls for the first time on record. The 
Las Vegas MSA has gained over 31,700 jobs since June 2016 touting a hefty 3.8 percent, growth rate. The Local unemployment rate also fell to a 
record low of 4.8% with job gains across all sectors of employment. 

Deliveries in the last twelve months in Clark County have totaled 2,612-units with 3,088- units being absorbed by new residents. Historically, the 
Las Vegas marketplace delivers approximately 2,300- units per year and absorbs a net 2,100- units during the same period. Today we are only 
slightly elevated when compared to historical averages.  The vacancy rate for multifamily metro-wide has fallen to 5.9% and rent growth rates 
exceeding 4.7%. 

Our research found that today’s Jobs-Permit Ratio is nearly the same as a year ago using the following calculations: 

June 2017 Job Gains (YoY) 31,700      ÷     4,809 units of proposed starts = 6.59 to 1 

Simply stated, our jobs market grew six times faster than the number of new permits of multifamily currently in our pipeline. An empiri-
cal reading between 8:1 to 5:1 is ideal. 

Picture Source: Designed by snowing / Freepik
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Midyear Multifamily Update:
Too Much Apartment Construction,
or Not Enough?

Current supply and demand trends in the U.S. multifamily and single-family markets are sending some confounding signals to investors. 

On the one hand, U.S. apartment construction has reached a post-recession peak, driven by demand for high-end luxury properties in the largest 
CBDs. On the other hand, both multifamily and single-family housing stock remain well below long-term averages that are not nearly enough to 
house the millions of millennials now entering their 30s and starting families -- not to mention the empty nest baby boomers who are increasingly 
opting for smaller, more conveniently located quarters in downtown apartment rentals. 

With new apartment towers being built across almost every large American CBD, it’s easy to forget that nationally multifamily construction inventory 
remains at roughly half the levels of the 1970s and 1980s. 

“There is a lot of building going on, and while no one is saying that we need another luxury apartment building in many of America’s cities, we 
desperately need more housing,” according to Mark Hickey, real estate consultant for CoStar Portfolio Strategy. 

Multifamily construction has been increasing steadily since 2011 and construction levels are now at a rate not seen in 30 years. Yet, due the 
dramatic decline in single-family construction since the sub-prime mortgage collapse and recession of 2007, new households are forming at 
greater levels than U.S. housing can support, resulting in a strong supply and demand imbalance. 

Home ownership rates are finally increasing again and single-family construction is slowly getting back on track, helping to let some of the steam 
out of apartment demand. That said, renters continue to lease apartments at a strong clip. 

After several rocky quarters for apartment net absorption amid rapidly rising rental rates in many markets, renters filled a net 73,000 units in the 
U.S. during the second quarter -- the strongest quarterly total since 2014 and near an all-time peak -- as the national apartment vacancy rate again 
fell below 6% to 5.9%, according to CoStar data.

“The downtown cranes may give the appearance of 
a housing supply glut, but in fact, U.S. household 
formation has outpaced construction by more than 
3 million housing units,” said John Affleck, CoStar 
director of analytics, during the company’s recent 
Midyear 2017 Multifamily Review and Forecast. 

While CoStar is forecasting more temperate levels 
of rent growth compared with the torrid pace seen 
during the 2014 to 2016 period, annual rent growth 
for apartments in 2017 is still expected to exceed 
last year.

Even as Single-Family Homebuilding Finally Ramps Up and Cranes Continue to Pop Up for 
Downtown Apt Projects, US Housing Supply Remains Well Below Longterm Averages
By: Randyl Drummer    Source: http://www.costar.com/News
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Too Much Apartment Construction, or Not Enough? (CONT.)

While homeownership remains the largest risk for the multifamily sector, and is 
particularly pronounced among affluent renters who have the means to choose between 
renting or buying a home, increasingly it’s downsizing baby boomers, not millennials, 
who are now driving apartment demand growth that sparked the current development 
wave a few years ago. 

“It turns out that the older baby boomers are emerging as the real ‘renters by choice,’ “ 
Affleck said.”We’ve reached a point in the cycle where the rental rolls have added more 
55-64 year olds than age 25 and up.” 

Anecdotal evidence from CoStar consultants and analysts supports the rising trend 
of retiring boomers seeking scaled down quarters, said Michael Cohen, director of 
advisory services. 

“We are being inundated by questions from investors on seniors housing 
opportunities, which will receive an increasing amount of attention going forward,” 
Cohen said. 

Almost out of necessity as home prices rise, publicly traded and private 
homebuilders that have based growth and profit projections for the move-up 
market may finally begin to shift their focus to entry-level housing targeting growing 
millennial families, Cohen added. 

“The demographics suggest that homebuilders will catch on to the fact that the 
millennial generation, which now averages 26 years old, will produce several million 
millennial births and will need larger rental dwellings, or be looking for homes,” 
Cohen added. 

“Homeownership remains the goal of most American households and many more 
households would purchase home if they were more affordable and available,” 
Affleck added. 

The multifamily sector would also stand to benefit from building more affordable 
apartments as developers have for the most part continued to build expensive 
luxury buildings in core urban areas. 

The expected new supply will continue to weigh heaviest on Class A apartment 
sector, which is expected to see peak levels of supply for the next two years. 
However, construction starts have started to slow as labor and equipment 
shortages push back some projects from their original timelines. Lenders have 
also pulled back in financing apartment construction in recent quarters, which 
could further put a brake on new construction. Picture Source: Designed by fanjianhua / Freepik

Latest ‘Renters By Choice’: Baby Boomers



ALCM   •   9741 CRAIGHEAD LN. LAS VEGAS, NV 89117   •   PAGE 6

GARY’S MULTIFAMILY CYCLE MODEL:
This Model mirrors the 18 year U.S. real estate cycle that has been entrenched for the past 200 years. 
In the current cycle Las Vegas multifamily has lagged the national recovery by approximately 18 to 24 
months, but will quickly catch up by mid-cycle during the years 2016 to 2022.
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snapshot: las vegas 4-5 star apartments

Buyers

Absorption, Deliveries, Vacancy

 Occupancy Rate

Under Construction In Units
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BIG PICTURE INDICATORS: LAS VEGAS/CLARK COUNTY

Employement
Employees on Nonfarm Payrolls 968.2 967.8 972.1 974.3 975.1 977.1
Unemployement Rate (SSA) 5.0% 4.9% 4.9% 5.0% 4.9% -

Clark County Housing/Real Estate
Case-Shiller LV Home Price Index (SA) 157.11 158.0 159.46 160.42 - -
CC Housing Permits - Units 803.0 - - - - -
CC Housing Permits - Value $109,850,296 - - - - -
CC Commercial Permits - Building 29.0 - - - - -
CC Commercial Permits - Value $72,712,288 - - - - -
CC Drivers Licence Count 803,421 807,266 805,102 810,037 811,401 -
CC Electric Meter Hookups 4,576 5,659 5,602 5,938 6,224 -

Tourism
CC Visitor Volume 3,596,103 4,101,074 3,838,918 3,882,198 3,885,730 -
LV Visitor Volume 3,144,543 3,783,874 3,545,054 3,602,141 3,596,625 -
Number of LV Conventions Held 1,797 1,883 1,754 1,722 1,323 -
LV Convention Attendance 620,206 757,444 493,284 514,615 454,975 -
McCarran Total Passengers 3,432,220 4,206,358 4,062,190 4,208,019 4,197,596 -
LV Hotel/Motel Occupancy Rate 85.5% 94.0% 90.7% 89.1% 92.6% -
LV Room Inventory 149,351 149,351 149,351 149,351 148,433 -
CC Taxi Trips 1,484,911 2,037,478 1,695,806 1,773,281 1,713,381 -
Source: UNLV CBER

Tourism
CC Visitor Volume 3,596,103 4,101,074 3,838,918 3,882,198 3,885,730 -
LV Visitor Volume 3,144,543 3,783,874 3,545,054 3,602,141 3,596,625 -
Number of LV Conventions Held 1,797 1,883 1,754 1,722 1,323 -
LV Convention Attendance 620,206 757,444 493,284 514,615 454,975 -
McCarran Total Passengers 3,432,220 4,206,358 4,062,190 4,208,019 4,197,596 -
LV Hotel/Motel Occupancy Rate 85.5% 94.0% 90.7% 89.1% 92.6% -
LV Room Inventory 149,351 149,351 149,351 149,351 148,433 -
CC Taxi Trips 1,484,911 2,037,478 1,695,806 1,773,281 1,713,381 -
Source: UNLV CBER

Additional Housing Market Data Clark County Latest Value Difference MoM Difference YoY
Median Existing Home Price (dollars) 229,900 in Jun 2017 4,900 24,900
Median New Home Price (dollars) 339,603 in Jun 2017 -3,769 11,981
Existing Home Sales 5,121 in Jun 2017 159.0 486.0
New Home Permits 1,035 in Jun 2017 119.0 74.0
New Home Sales 832.0 in Jun 2017 53.0 43.0
Source: UNLV CBER

Clark County Population
U.S. Census Bureau 1,966,295 1,995,815 2,025,096 2,064,899 2,109,289 2,155,664
Nevada State Demographer 1,967,722 1,988,195 2,031,723 2,069,45 2,118,353 2,166,181
Clark County Comprehensive Planning 1,966,630 2,008,654 2,062,253 2,102,238 2,147,641 2,205,207
Nevada Population Living in Clark County 72.3% 72.29% 72.54% 72.78% 73.11% 73.35%

Clark County Historical Economic Data
Housing Units Permitted 5,121 7,324 8,574 9,735 10,609 13,546
Gross Gaming Revenue $9,222,680,000 $9,399,860,000 $9,673,050,000 $9,554,002,000 $9,617,863,703 $9,713,871,936
Visitor Volume 42,164,271 42,795,398 42,724,440 44,276,007 45,408,173 46,189,748

Metropolitan Las Vegas Tourism Statistics
Convention Attendance 4,865,272 4,944,014 5,107,416 5,169,054 5,710,303 6,310,616
McCarran Total Passangers 41,499,146 41,666,428 41,857,059 42,869,517 45,344,809 47,435,640
Average Room Rate $105.11 $108.08 $110.72 $116.73 $119.94 $125.96
Rooms Nights Occupied 45,244,958 46,479,707 46,191,449 47,497,234 47,896,317
Occupancy Rate 83.8% 83.9% 84.3% 86.8% 87.7% 89.1%
Hotel Rooms 150,161 150,481 150,593 150,544 149,213 149,339
LV Strip Gross Gaming Revenue $6,068,959,000 $6,207,230,000 $6,504,685,000 $6,372,526,000 $6,348,009,005 $6,376,255,641
Visitor Spending $32,088,733,620 $32,848,619,431 $33,215,064,184 $35,778,764,970 - -
Visitor Volume 38,928,708 39,727,022 39,668,221 41,126,512 42,312,216 42,936,109
Source: UNLV CBER

Monthly Data Feb-17 Mar-17 Apr-17 May-17 Jun-17 Jul-17

Annual Data 2011 2012 2013 2014 2015 2016

Source: http://cber.unlv.edu/CCEconData.html


