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About Quadrant Real Estate Advisors
Quadrant Real Estate Advisors LLC (“Quadrant”) is a United States SEC registered investment adviser
and Australian Securities and Investments Commission (ASIC) Foreign Registered Corporation (ABN
39 123 863 963). QREA Europe LLP ("QREA") is a subsidiary of Quadrant. QREA Europe LLP
(registration number 610613) is authorized and regulated by the Financial Conduct Authority.
Quadrant has approximately $1.29 billion of commercial and multifamily real estate investments
under management on behalf of institutional investors. Clients include insurance companies,
pension funds, sovereign wealth management funds, and high net worth investors.
Since 1993 Quadrant’s senior management has worked together as a team providing the firm’s
clients with access to both privately placed and publicly traded U.S. commercial real estate debt and
equity investments through commingled funds and single client accounts. In addition to experience,
senior management controls 100% of the firm, thereby providing true alignment of interests and
accountability.
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▪

Annualized Gross Domestic Product (“GDP”) increased 33.1% in the third quarter of 2020,
up from a loss of 31.4% in the second quarter of 2020. The increase in GDP reflected
continued efforts to reopen businesses and resume activities that were postponed or
restricted due to COVID-19.

▪

U.S. nonfarm payroll employment increased by 3,926,000 jobs during the quarter.

▪

Per the US Census Bureau, the September seasonal adjusted annual rate for single-family
housing starts was up 11.1% from the same period in 2020.

▪

In response to the global pandemic. the Federal Reserve (the “Fed”) decreased the
targeted federal funds rate (“Fed Funds Rate”) to 0.0% - to – 0.25% and launched a $700
billion quantitative easing program in an emergency meeting in March. The Federal
Reserve’s aggressive policy actions, including lending facilities to support market liquidity
and the purchase of approximately $80 billion in Treasury bonds per month, have
maintained strong levels of liquidity in corporate and mortgage markets.

▪

Treasury yields remained at all-time lows in the second quarter due to economic
uncertainty.
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London, England

Key Economic Indicators

Source: Bureau of Economic Analysis, Bureau of Labor Statistics, Bloomberg.
*2020F forecasts represent consensus estimates.
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▪

Uncertainty surrounding commercial real estate fundamentals continued in the third
quarter as investors sought to assess the short- and long-term market impacts of the
pandemic.

▪

Competition among lenders for commercial mortgages remained high for high quality
loans. However, some have lenders have paused new activity and most remain selective
under current market conditions.

▪

CMBS 60+ day delinquencies (including liquidations) were 7.52%, down 29 basis points for
the month and up 509 basis points year-over-year.
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CRE benchmark performance (ascending by standard deviation):

Q3 2020
Tota l Return

Y i el d

10 Y r STD
( TR)

NCREIF Property Index ( NPI)

0.74%

1.02%

1.00%

U ST 7- 10Y r

0.28%

0.57%

1.57%

AAA CMBS

Barclays Capital AAA CMBS

1.32%

1.21%

1.62%

Public CRE Corp Bonds

Barclays REIT Bond Index

2.39%

2.13%

2.51%

BBB CMBS

Barclays Capital BBB CMBS

7.71%

6.53%

3.95%

Public CRE Pfd Stock

Wells Fargo REIT PFD

7.65%

6.90%

5.95%

U.S. Stock Market

S&P 500

8.93%

1.79%

7.45%

Public CRE Com Stock

NAREIT Equity REITs

1.44%

4.28%

8.23%

As s et Cl a s s

Index

Private CRE Direct Equity
“Ri s k F re e ” Inve s tme nt

Source: NCREIF, Barclays, Bloomberg, Wells Fargo, NAREIT
TR = Total Return, 10 Yr STD (TR) = standard deviation of total returns over the previous ten years
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State of the U.S. Economy
Gross Domestic Product (“GDP”)
▪

The GDP advance estimate reported third quarter annualized real GDP increased by 33.1%.
•

Personal consumption expenditures and private domestic investments increased
quarter-over-quarter by 40.7% and 83%, respectively.

•

Imports increased by 91.1% from last quarter and exports increased by 59.7%.

•

Public sector spending decreased by 4.5%. State/local spending decreased by 3.3% and
federal spending decreased by 6.2%.

Consumer Outlook
▪

U.S. consumer sentiment ended the third quarter at 80.4 (versus a 93.51 three-year
average).

▪

The Federal Reserve reported a year-over-year total consumer credit outstanding growth
of 4.7% in September.

▪

Nominal retail sales for the quarter increased 3.6% year-over-year and increased 13.5%
quarter-over-quarter.

U.S. Consumer Sentiment and Nominal Retail Sales

Source: University of Michigan Survey Research Center, Bureau of Economic Analysis
Note: Retail sales represent Total Retail Sales (incl. food & automobile).

Quadrant Real Estate Advisors LLC
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▪

The increase in retail sales and consumer sentiment due to the reduction in lockdown and
rebound from depression level 2nd quarter activity. These are still weighed down by
pandemic and future recession concerns.

▪

Year-over-year average nominal hourly earnings increases have averaged 3.24% per capita
annually over the past 5 years compared to a 1.82% average annual increase in the CPI
over the same period.

▪

In September, inflation-adjusted per capita retail sales increased 3.3% year-over-year.
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▪ As shown in the graph below, the inflation-adjusted per capita retail sales increase to $883.41 by
the end of the third quarter, rising $21.80 from the last quarter.

Domestic Inflation and Inflation-Adjusted Per Capita Retail Sales

Source: Bureau of Economic Analysis, Bureau of Labor Statistics, Bloomberg, Census Bureau, Quadrant Real Estate
Advisors
Note: Retail sales represent Total Retail Sales (including food and automobile). Quadrant has adjusted Total Retail Sales
to reflect per capita Total Retail Sales in December 1991 U.S. dollars.

Inflation
▪

Core CPI increased 1.7% during the last twelve-month (“LTM”) period through September
2020.

▪

Headline CPI (including food and energy) decreased 1.4% during the LTM period.

Employment

Quadrant Real Estate Advisors LLC
www.quadrantrea.com

▪

U.S. nonfarm payroll employment increased by 3,926,000 jobs during the third quarter
marking this the first quarter increase in 2020.

▪

There was increase in the net absorption of unemployed job seekers in Q3 for July, August,
and September.

▪

As of June 2020, the labor force participation rate was 61.4.%, down quarter-over-quarter
by 1 basis point and down 18 bps year-over-year.

▪

The U.S. unemployment rate decreased 320 bps quarter-over-quarter to 7.9%.
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Total U.S. Non-Farm Payroll Employment (in 000s) through September 30, 2020

Source: Bureau of Labor Statistics
*Q2 2020 data is preliminary

U.S. Labor Statistics for the Ten Years Ending September 30, 2020

Source: Bureau of Labor Statistics
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Interest Rates
▪

The targeted Fed Funds Rate decreased to 0.0% - to – 0.25% during the first quarter and
remained stable throughout the third quarter.

▪

The Federal Reserve’s aggressive policy actions, including lending facilities to support
market liquidity and the purchase of approximately $80 billion in Treasury bonds per
month, have maintained strong levels of liquidity in corporate and mortgage markets. The
Federal Reserve Committee seeks to achieve maximum employment and inflation at the
rate of 2 percent over the longer run

▪

The ten-year U.S. Treasury Note yield increased 12 basis points in the third quarter to
.685%.

Historical Ten-Year U.S. Treasury Note Yield

Source: Bloomberg

Quadrant Real Estate Advisors LLC
www.quadrantrea.com

7

U.S. ECONOMIC & MARKET COMMENTARY

3rd Quarter 2020

Relative Value of Investments
▪

Spreads generally compressed across the board in the third quarter.

Credit Spreads by Investment Type (Ascending by Q2 2020 Spread)
A s s et
Cl a s s

Index

"Risk Free" Investment

UST 7-10 year

AAA CMBS

Barclays Capital AAA CMBS

105

79

(26)

Public Corporate Bonds

Barclays US Corp. Investment Grade Bonds

150

135

(15)

Public CRE Corp Bonds

Barclays REIT Bond Index

192

163

(30)

Whole Loan

QREA Proprietary Analysis

326

294

(32)

Private CRE Direct Equity NCREIF Property Index

354

358

4

Public CRE Common Stock NAREIT Equity REITs

390

371

(18)

BBB CMBS

Barclays Capital BBB CMBS

764

612

(152)

Public CRE Pfd Stock

Wells Fargo REIT Pfd

664

621

(43)

2Q 2020

3Q 2020

Qtr- over- Qtr
Cha ng e i n bps

Period Yield
0.57%

0.57%

0

Source: NCREIF, Barclays, Bloomberg, Wells Fargo, NAREIT, Quadrant Real Estate Advisors
Note: Whole Loan at 65% LTV
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Commercial Real Estate Market Quadrants
3rd Quarter 2020 Total Returns

Source: Barclays Investment Grade vintage CMBS (Public Debt), NAREIT and Wells Fargo Hybrid & Preferred Securities
Equity REIT Index (Public Equity), NCREIF (Private Equity)
LTM – Last Twelve Months

Public Debt (CMBS)
▪
▪

Delinquencies (60 day +) decreased 29 bps quarter-over-quarter to 7.52%.
Per Bloomberg, non-GSE CMBS originations ended the quarter 32.41% below the same
period last year.

Public Equity (REITs)
▪

REITs posted positive returns during third quarter 2020 but are still down over the LTM.

Private Debt (Whole Loans)

Quadrant Real Estate Advisors LLC
www.quadrantrea.com

▪

Demand for high quality loans remains quite strong from all lender types. However, some
lenders have paused new activity.

▪

Community and regional banks, as well as some foreign banks, have been extremely active
and continue to provide financing concentrated in the industrial sector and office sector
with the majority being 5- and 7-year terms with pricing in the L+200-300 bp range (lowto-mid 2%, coupon rates for sub-50% to 60% LTV loans).

▪

The agencies have captured most of the stabilized multifamily business with pricing in the
low-to-mid 2%.

▪

For Life Companies loan coupons for ten-year fixed rate first mortgages are in the 2.50%
to 3.5% range, depending on leverage and property type. New investment activity slowed
dramatically throughout the first three quarters of 2020 due to the fall-out from the
pandemic.

▪

Underwriting across all property types has become more conservative in the current riskadverse lending environment.
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Private Equity
▪

Quadrant Real Estate Advisors LLC
www.quadrantrea.com

The distress surrounding the pandemic has led to an increase in market uncertainty.
Despite significant opportunistic capital seeking distressed assets, acquisition activity is off
dramatically with sellers expecting pre-virus cap rates and buyers looking for 10-15% price
reductions. The combination of potentially lower cash flow and higher cap rates is leading
to bid-ask spreads that result in a reduction in sales activity.
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Public Debt Market Review
Demand
▪

Per the Securities Industry and Financial Markets Association, first quarter average daily
non-agency CMBS trading volume was approximately $981 million, down 30% quarterover-quarter and up 20% year-over-year.

▪

The median of primary dealers’ positions in non-agency CMBS was $4.5 billion during the
third quarter of 2020, compared to a median of $6.3 billion in the third quarter of 2019.

Supply
▪

There were 20 new non-agency CMBS issues totaling $10.83 billion priced in the third
quarter.

▪

The new issues were composed of the following types of deals: 10 single-borrower, 6
conduit pools, 1 large loan and 4 small balance.

▪

Total new issuance is approximately 32.41% below last year’s pace.

Domestic Non-GSE CMBS New Issuance Volume
As of September 30, 2020

Source: Bloomberg
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Pricing
▪ Spreads on CMBS 2.0 AAA-rated securities over USD swaps decreased quarter-over-quarter by 39
bps while CMBS 2.0 BBB-rated securities increased 240 bps quarter-over-quarter.

CMBS 2.0 Spreads to USD Swaps
As of September 30, 2020

Source: Barclays

Refinancing
▪

The increase in CMBS issuance and falling delinquency rates suggests that many maturing
loans were being refinanced, however, the pandemic has materially reduced the CMBS
lending market for the time being.

Delinquency/Credit
▪

Quadrant Real Estate Advisors LLC
www.quadrantrea.com

CMBS 60+ day delinquencies (including liquidations) increased to 7.52%, 509 basis points
high than the level a year ago. The increase in CMBS delinquencies is attributed to the
pandemic and economic slowdown. Ratings agencies and regulators have offered some
relief to mortgage servicers granting them the ability to offer forbearance like that offered
by the agencies.
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Commercial Mortgage-Backed Securities Delinquency
As of September 30, 2020

Source: Morgan Stanley, Solomon Smith Barney, Lehman Brothers, Barclays Capital, Trepp

OUTLOOK:
Investors are guarded as CMBS spreads have increased dramatically.
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Public Equity Market Review
Pricing
▪

The NAREIT Equity REIT Index (REIT Common) increased 1.4% during the third quarter.

Sector Activity
▪

REITs raised $21.5 billion (45 transactions) senior unsecured debt in the third quarter
versus $24.2 billion in the second quarter of 2020. Secondary offerings of common equity
totaled $3.15 billion, and secondary offerings of preferred equity (REIT Preferred) totaled
$697 million. There were 2 IPOs in the third quarter which totaled $795 million.

Performance
▪

Public common equity and preferred equity CRE investments declined in the third quarter
from the previous quarter.

Historical REIT Quarterly Return Performance

Source: Wells Fargo WHSPR Index (REIT Preferred), NAREIT (REIT Common)

Quadrant Real Estate Advisors LLC
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REIT Dividend Yields vs. the 10-year U.S. Treasury
January 1990 – September 2020

Source: NAREIT, Bloomberg

Monthly Equity REIT Dividend Yield Spread
January 1990 – September 2020

Source: NAREIT, Bloomberg

OUTLOOK:
High quality REITS are currently oversold and offer excellent returns in a historic context and relative
to normalized values of their underlying properties and alternatives.
Quadrant Real Estate Advisors LLC
www.quadrantrea.com
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Private Debt Market Review
CRE Lending Market Share

Source: Morgan Stanley Research

▪

As shown in the chart above, the debt market has become highly competitive over the last few
years as market share becomes more evenly distributed among the eight major types of lenders.

Fundamentals
▪

The average life insurance company whole loan delinquency rate as reported by ACLI for
the first quarter of 2020 was 0.04% in contrast to the 7.52% delinquency in the CMBS
market in the third quarter.

Historical Delinquency Rates

Source: ACLI, Barclays Capital

Quadrant Real Estate Advisors LLC
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Sector Activity and Pricing
▪

Competition was strong as investors sought high quality, conservatively positioned first
mortgage loans with strong sponsorship. New investment activity has slowed considerably
in response to the uncertainty surrounding the impact of the pandemic.

▪

Those that are active have tightened their underwriting guidelines and have also reacted
by decreasing their LTV thresholds, with a focus on sub-50%, with a max at ~60%+/- LTV.

▪

Loans with LTVs in the sub 50%-60% range generally achieved long-term fixed rates of
approximately 2% to 3.5% based on property type, loan term, and location.

▪

Life insurance companies remain active with high quality assets, but cautious.

▪

The agencies have captured most of the multifamily products.

▪

The banks have focused on industrial and office product w/ priding in the L+200-300 bp
range (low-to-mid 2% coupon rates) for sub-50% to 60% LTV loans.

▪

Debt funds have reduced supply of capital for bridge loans backed by transitional or value
add real estate. Much of this lending is capitalized with leverage (i.e. marginable loan-onloan) and is very vulnerable to a market downturn. As a result, debt funds are sidelined as
they seek lower LTV and higher occupancy rates.

Refinancing
•

Demand from portfolio lenders and non-regulated lenders for high quality commercial mortgages
remains subdued and new investment activity has been materially limited by the pandemic.

•

Borrowers refinancing lower quality properties and/or properties located in secondary and tertiary
markets need the CMBS market to return.

•

Roughly $432 billion of loans are expected to mature annually ($3 trillion total) between 2020 and
2026. Depending on the length of the pandemic, borrowers and lenders might be forced into loan
extensions to deal with potential maturity defaults.

Maturing CRE Loans Across Lending Types ($Bn)

Source: Morgan Stanley Research

Quadrant Real Estate Advisors LLC
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OUTLOOK:
Lenders are guarded as underwriting standards have tightened, and yield requirements have
increased. Coupled with the downturn in acquisition activity, refinancing activity has been generally
limited to warehouse and apartments. Future market activity is contingent on better insight on how
economies will re-open during and after the pandemic and the stability of economic fundamentals
in order to provide visibility into real estate valuations and durability of income.

Private Equity Market Review
Fundamentals
▪

Dodge Data and Analytics (“Dodge”) reports that the number of non-residential
construction starts, which excludes multi-family construction, for the second quarter
decreased by 24% versus the prior year.

▪

The American Institute of Architects (“AIA”) reported that the Architecture Billings Index
(“ABI”) ended the third quarter at 47, up from a score of 40 in June. A reading below 50.0
indicates a decrease in billings.

• The ABI levels as of the end of the third quarter are as follows:
Region of U.S.

ABI Level

South

43.7

West

45.6

Northeast

41.5

Midwest

45.6

ABI LEVEL GRAPH
Source: American Institute of Architects

▪

Vacancy rates increased quarter-over-quarter and year over year for all property types.

Historical Vacancy Rates by Property Type

Source: CoStar, Used with permission from CoStar.com

Quadrant Real Estate Advisors LLC
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Sector Activity
▪

According to Morgan Stanley Research, 2020 third quarter private equity real estate
transaction volume totaled $68.4 billion in the U.S., 57% lower than the third quarter of
2019.

▪

Prior to mid-March, top MSAs continued to attract significant amounts of capital resulting
in high pricing and low cash yields.

▪

Demand continued to grow for properties in suburban secondary and tertiary markets that
exhibited comparatively high yields.

▪

Similarly, investors continued to seek value-add/redevelopment opportunities in certain
markets.

Pricing
▪

The average capitalization rate, as reported by NCREIF, decreased quarter-over-quarter by
7 bps to 4.53%. Spreads over the 10-year U.S. T-Note decreased by 8 bps.

▪

With cap rates near a record low, and the low probability of continued decline in cap rates,
NOI growth must continue for values to increase materially on core/stable properties.

U.S Equity Capitalization Rate Trends

Source: NCREIF

Performance
Private Equity Historical Quarterly Performance

Source: NCREIF

Quadrant Real Estate Advisors LLC
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OUTLOOK:
The current elevated bid-ask spread between buyers and sellers has resulted in reduced transaction
activity. Investors who are able will wait to sell or finance once markets have stabilized. Quality
warehouse and multifamily properties will continue to transact albeit at somewhat lower levels.

Quadrant Real Estate Advisors LLC
www.quadrantrea.com

20

U.S. ECONOMIC & MARKET COMMENTARY

3rd Quarter 2020

Property Sector Updates & Outlooks
Market Overview
▪

The broad outlook for U.S. commercial real estate fundamentals is generally stable-tonegative for the five primary property sectors.

2020 Commercial Real Estate Fundamentals Forecasts
P roperty Sec tor
O ffic e

Multifamily

Retail

Industrial

Hotel

Rent Growth
Vac anc y
Net Absorption
ADR Growth
RevP ar
O c c upanc y

Source: Quadrant Real Estate Advisors
Grey areas represent information that is not applicable to the property sector.

▪

The following chart exhibits Quadrant’s view of the U.S. commercial real estate market’s
current positioning in the market cycle.

Commercial Real Estate Cycle
(numbers reference the corresponding table sections)

A
Growth Phase

B

1
3

C
D

2

Decline Phase

5

4

6

Rec overing
Sec tor Fundamentals

Expanding
Sec tor Fundamentals

O verheating
Sec tor Fundamentals

Weakening
Sec tor Fundamentals

N/A

1. Multifamily
2. Industrial
3. Office

5. Neighborhood & Lifestyle
Retail

4. Hotel

Capital Markets
N/A

Capital Markets

6. Mall and Big Box Retail
Capital Markets

Capital Markets

C. Equity Pricing

N/A

A. Equity Availability
B. Debt Availability

D. Debt Pricing

Source: Quadrant Real Estate Advisors
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Office
▪

Market supply:
•

First quarter completions totaled 14.35 million square feet, up 75% versus the prior
quarter and up 14.9% compared to Q3 2019.

Office Completions (sf)

Source: CoStar, Used with permission from CoStar.com

▪

Absorption and vacancy:
•

Net absorption was -33.1 million square feet in the third quarter, 477.1% lower than net
absorption in the third quarter of 2020. The five-year average net absorption per
quarter is 11.3 million square feet.

•

Vacancy remained quarter-over-quarter and increased 48 bps year-over-year.

Office Absorption and Vacancy

Source: CoStar, Used with permission from CoStar.com

Quadrant Real Estate Advisors LLC
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Rental rates:
•

Year-over-year rent growth decreased to .1% in the third quarter.

Office Rent % Change

Source: CoStar, Used with permission from CoStar.com

OUTLOOK:
In the short-term office values should be protected by length of lease term provided they are backed
by good credit. A prolonged recession could result in the increase of credit loss and decreased office
demand as unemployment numbers increase.
The effects of the pandemic and broad shift to working from home pose modest potential disruptions
to the long-term office market landscape. However, a shift to remote work may be offset by a reversal
away from long-term secular trends back toward higher employee density per square foot.

Quadrant Real Estate Advisors LLC
www.quadrantrea.com
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Industrial
▪

Market supply:
•

Completions in the third quarter of 2020 were 65.5 million square feet, down quarterover-quarter by 7.4% and up year-over-year by 7.9%.

•

The five-year quarterly average is 54.2 million square feet.

Industrial Completions (sf)

Source: CoStar, Used with permission from CoStar.com.

▪

Absorption and vacancy:
•

Net absorption was 40.2 million square feet for the quarter, up from 33 million square
feet in the second quarter of 2020. The five-year average net absorption per quarter is
56.5 million square feet.

•

The vacancy rate increased by 13 bps during the first quarter to 5.66%.

Industrial Absorption and Vacancy

Source: CoStar, Used with permission from CoStar.com

▪
Quadrant Real Estate Advisors LLC
www.quadrantrea.com

Rental rates:
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Year-over-year rent growth was 3.5% in the third quarter.

Industrial Rent % Change

Source: CoStar, Used with permission from CoStar.com

OUTLOOK:
The industrial outlook for the near future remains favorable given there are no significant disruptions
in supply chain from the pandemic. Industrial assets are in high demand from both users and
investors with increases in both warehouse and distribution facilities. Net absorption will likely soften
as new developments are completed and vacancy should be monitored.

Quadrant Real Estate Advisors LLC
www.quadrantrea.com
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Retail
▪

Market supply:
•

Third quarter 2020 completions in the retail sector were 8.62 million square feet, up
quarter-over-quarter by 144% and down year-over-year by 21.8%. The five-year
quarterly average is 14.22 million square feet.

Retail Completions (sf)

Source: CoStar, Used with permission from CoStar.com.

▪

Absorption and vacancy:
•

Net absorption during the second quarter was -17 million square feet, which is down
from -12.8 million square feet in the third quarter 2020.

•

The vacancy rate increased 22 bps to 5.01 in the third quarter. However, we expect this
to increase as a result of the pandemic.

•

The market is highly fragmented with a wide dispersion between winners and losers.

Retail Absorption and Vacancy

Source: CoStar, Used with permission from CoStar.com

Quadrant Real Estate Advisors LLC
www.quadrantrea.com

26

U.S. ECONOMIC & MARKET COMMENTARY

3rd Quarter 2020

▪ Rental rates:
•

Year-over-year rent growth decreased 2.4% in the second quarter to .1%.

Retail Rent % Change

Source: CoStar, Used with permission from CoStar.com

OUTLOOK:
The most pressing long-term risk for the retail sector continues to be online retail incentivizing
customers to stay out of stores. Favored asset classes are food/lifestyle-oriented centers and grocers
(often smaller footprints) in growth markets.
In the short term the pandemic has added very significant pressure to the retail market as lockdowns
and social distancing have altered demand. Economic re-opening may be delayed, and some smaller
in-line retail shops may not recover from the temporary shutdown. Those who do re-open will have
to change how they operate presenting new challenges and adversely affected already struggling
retail tenants.
Investors will re-evaluate the long-held dogma that neighborhood retail is generally highly
creditworthy. As a result, there will be a bifurcation of the market characterized by some winners
and as significant percentage of losers.

Quadrant Real Estate Advisors LLC
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.Multifamily
▪ Market supply:
•

Completions in the third quarter of 2020 totaled 112.570 units, up quarter-over-quarter
by 11.4% and up year-over-year by 34.6%.

Multifamily Completions (Units)

Source: CoStar, Used with permission from CoStar.com

▪

Absorption and vacancy:
•

Net absorption in the second quarter was 112,511 units, an increase of 66.6% quarterover-quarter and a increase of 49.1% year-over-year. The five-year quarterly average
absorption is 76,816 units.

•

Vacancy decreased to 6.79% during the second quarter.

Multifamily Absorption and Vacancy

Source: CoStar, Used with permission from CoStar.com
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Rental rates:
•

Year-over-year rent growth decreased in the third quarter to 0%.

Multifamily Rent % Change

Source: CoStar, Used with permission from CoStar.com

OUTLOOK:
Demographic trends are expected to support continued apartment demand on both near- and longterm bases. Furthermore, stringent single-family mortgage loan underwriting standards continue to
limit homeownership demand.
Often viewed as a more defensive property type, multifamily continues to be attractive to investors
and debt continues to be available. The effects of the pandemic limit rent growth and lead to higher
renewal probabilities in the near term. As the impact of unemployment increases operators are
reporting increases in tenant requests for relief. Loan forbearance periods granted by GSEs should
help to soften the near-term impact with demand projected to remain strong in the long term.
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Hotels
▪

Market demand:
•

Lodging demand has been significantly impacted by the pandemic and subsequent travel
restrictions and government lockdowns mandated in the first, second, and third
quarters.

•

According to STR, the U.S. hotel industry’s occupancy in September was 48.3%, down
28.2% year-over-year.

▪

Market supply:
•

According to Lodging Econometrics (LE), pipeline declined in the third quarter of 2020,
down 7% by projects and 6% by rooms year-over-year (5,282 projects/655,026 rooms).
Projects under construction are up 7% year over year at 1,610 projects and 216,136
rooms.

•

For projects scheduled to start construction in the next 12 months, several are still
experiencing delays. 2,113 projects/246,528 rooms are scheduled to start construction
in the next 12 months.

▪

Key metrics:
•

According to STR, RevPAR decreased 46.1% year-over-year to $47,87.

•

Similarly, ADR decreased 24.9% to $99.12.

OUTLOOK:
Effects of the pandemic has presented significant issues for the hotel industry as tourism,
conventions and business travel have all been put on hold. Short term performance is expected to
be extremely challenged as RevPAR, ADR growth and occupancy all experience massive declines. The
hotel sector’s particularly high correlation to the broad economic environment and
business/consumer sentiment poses longer term risks as to the impact of an economic recession and
the return to normalcy from current measures to combat the pandemic.
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Important Disclosures
This report is for informational purposes only and does not constitute, form, nor should be construed
as an offer to sell or a solicitation of an offer to buy investments or any fund and does not constitute
any commitment or recommendation on the part of Quadrant Real Estate Advisors. An investment
offering will be made only through a confidential private offering memorandum subject at all time to
revision and completion.
The information contained herein is derived from various sources which Quadrant believes but does
not guarantee to be accurate as of the date hereof. Neither Quadrant nor any of its affiliates nor any
other person makes any representation or warranty, express or implied, as to the accuracy or
completeness of the information contained in this newsletter and nothing contained herein shall be
relied upon or construed as a promise or reorientation of past or future performance.
Quadrant Real Estate Advisors LLC
www.quadrantrea.com

31

