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Opening Remarks
We’re almost one month into the second quarter of 2017
and investor appetite remains strong relative to inner loop
boutique assets. Historically, summer has been a hot
season (pun intended) for real estate activity and we
expect this trend to remain constant in 2017. Class B & C
multifamily will likely continue its momentum into the
summer months, inevitably resulting in some investors
wanting to cash out and sell their properties. In order to
prepare for this timely event, I felt it was appropriate to
cover a few things an owner should keep in mind when
evaluating offers to increase the certainty of closing. First,
we’ll start off by addressing the interest rate climate and
capital markets as this continues to be a hot topic
influencing investor activity.

From the Founder, Brian Janak
I see the biggest and most obvious trend to discuss is
the Class A apartment properties continuing to get
hammered due to oversupply and soft growth in the
professional job market. Vacancies are in the mid to
high 70s, concessions are present, and new inventory
has outpaced absorption.
Conversely, the B and C apartment market remains
stable and is performing at normalization patterns
consistent to current economic trends. If there is ever a
time to get in on B or C apartments, the time is now.
New and lower federal Tax rates across the board will
stimulate the economy and disposable incomes are, at
best, 18 months away from realizing. As the economy
and population grows, rents will rise. Right now you
have low interest rates and normalized rents on B & C
product, it is best to get in before both start to rise.

Capital Markets Update
MAR 2017

APR 2017

CHANGE

10-Yr Treasury (%)

2.40

2.35

-2.08%

30-Yr FRM (%)

4.23

3.97

-6.15%

Prime Lending Rate(%)

3.75

4.00

6.67%

CAPITAL MARKETS

The past couple months have been extremely busy as
we’ve closed 3 transactions and put 8 deals under
contract since February! Be sure to check out our listings
page for new inventory or contact us if you have specific
acquisition criteria you’d like for us to service. The City of
Houston remains an exciting place to be - from real estate
to the Rockets advancing in the playoffs to the Texans
drafting a franchise quarterback. Let's keep the winning
tradition alive and finish Q2 on a positive note!
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FRM = Fixed Rate Mortgage
*Freddie Mac surveys lenders each week on the rates, fees & points for
the most popular loan products. The figures above excludes any
additional points or fees.
Sources: U.S. Department of the Treasury and Freddie Mac
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All Offers Are NOT Created Equal
1) Price is just one of many components in a contract
(and yes, usually the most important) but one variable
many sellers overlook is the likelihood of close. What good
is that high offer if the buyer ends up backing out or, even
worse, tries to negotiate the price down every step of the
transaction? Leading into my next point…
2) Beware of the bait and switch buyer or “retraders” as
Janak likes to call them. These are the buyers who entice
you to put a deal under contract at a fair price but have no
intention of ever closing the deal at that price. They will
likely do an inspection shortly after the due diligence phase
begins and then use the inspection report as leverage to
negotiate the price down well below their initial offer price.
Granted, there are certain situations where an alarming
condition is exposed during the inspection that could
warrant renegotiating sales price. It never hurts to seek a
professional opinion to help determine whether the buyer
has a reasonable request or if you're dealing with a buyer
notorious for pulling the bait and switch tactic on every
deal.
3) Deadlines and contingencies – A short feasibility
period, quick close after feasibility and non-contingent on
financing all sound like attractive terms, right? Heck, what’s
even considered a short feasibility period or quick close
these days? Every deal is unique and presents its own set
of challenges. Just because the terms look good up front
doesn’t mean they’re going to stay that way. You might be
better off going with the longer (yet reasonable) terms in
some situations rather than having to ask for multiple dead
line extensions while under contract. You only get to play
so many poker chips in a real estate deal – use them
wisely! Having a local and specialized multifamily broker on
your side to help you navigate the complexities of a
transaction could be the difference between a smooth
closing and costly litigation.
4) Ask for credentials up front – There are 3 components
to every transaction: a buyer, seller, and capital. Whether
you have representation or not, you should ALWAYS ask a
buyer for proof of funds and/or a letter from their lender
indicating the buyer's ability to purchase an investment
property. If you have any doubts toward the buyer, don’t
shy away from asking for a brief bio with their transaction
history. This will help you get a good feel for their
experience level and ability to close deals.

Inner Loop West Inventory Update

CLOSED DEALS
16 Units - Off-Market Deal
Submarket: Montrose
Price: Undisclosed
Closed: 3/8/2017

Fourplex on Woodhead St

Submarket: Montrose
Price: $675,000
Closed: 3/10/2017

5 Units on Colquitt St

Submarket: Montrose
Price: Undisclosed
Closed: 4/17/2017

Click here for new listings and current pricing
Message from:

JASON MERRITT

If you're on the verge of accepting an unsolicited
offer or considering selling your property,
Contact Us Here for a complimentary opinion of
value. We are happy to advise on all investment
real estate and provide a free consultation - No
deal is too big or too small for us to handle.

Vice President

713.306.0139
Merritt@innerloopwest.com
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