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*1942– The City Council unanimously 
passed an ordinance to relax building 
codes to encourage owners of large and 
stately old Portland homes to convert 
their home to apartments. Commissioner 
William Bowes hoped for several thou-
sand new housing units to accommodate 
the vast influx of population needing 
housing so they could work in the facto-
ries to support the war effort.  
*1972–Permits are issued for 9,949 
new apartments, or a record year and 
never since exceeded. Names such as 
Randall, Culver, Pollock, Westin, Rem-
bold, Harris, Piluso, Gersch, West, Cason, 
Savaria, Tokola, and Gillespie have all 
played an active roll in apartment con-
struction.  
*1983–The leading mortgage  lenders 
in the Portland area, in order of volume, 
include US National Bank of Oregon, 
Benjamin Franklin Savings, State Sav-
ings (Albany), State Savings (California), 
Lincoln Savings, FCA (Sunkist), Far West 
Federal, Pacific Western Bank, First In-

 
*1925— The growing presence of auto-
mobiles begins to affect the design of 
courtyard projects.  In midblock projects, 
the building is often raised above a base-
ment level which can accommodate ga-
rages under the two side wings, with a 
large stairway to the court in the middle.  
Sometimes this is handled gracefully, 
sometimes meanly. In all cases, it cre-
ates an insoluble problem for accessibil-
ity 

terstate Bank of Oregon, Oregon Bank,  
Williamette Savings, and SIMCO. 

*1984– Preliminary estimates by the 
Multnomah County Assessor are that 
property taxes will increase by 6% to 
7% for the 1984-85 tax year. This is 
above last years increase of 5.1% , but 
is substantially below the 16.5% in-
crease for 1982-83, and the 22.6% 
increase in 1981-82.  

Turn Back the Clock . . . 
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12/12 Sale– $53,819/Unit 
72 unit The Hermitage  Apartments 
8110-8136 SE Mill Street, Portland 

10/12 Sale– $54,929/Unit 
35 unit Canby Townhouse Apartment 

164 NE 4th Avenue, Canby 

This issue of the Barry Apartment 
Report is based on  the recent 
speech given by Mark D. Barry, 
MAI, Apartment Appraiser, with 
r e s e a r ch  and  p ro f e s s i o na l 
contribution from Patrick O. 
Barry, Appraiser Assistant and 
Phillip E. Barry, Apartment 
Broker. 
 
In 2012, we started the year 
with optimism about an 
improving job market and 
broad economic recovery. The 
Portland area economy 
continued on a long slow path  
of recovery from the depths of 
the recession, though it has 
been excruciatingly slow. 
While Portland Metro is clearly 
doing better than many other 
metro areas, we continue to 
be impacted by a slow 
national recovery. 
So what is happening here?  
 
Portland Economy: Good 
news in 2012 includes Intel’s 
announcement that it will 
double the size of it’s initial $3 
billion plant under construc-
tion in Hillsboro, with 800 to 
1,000 jobs; Evraz North 
America restarting their 
Portland steel mill; Salesforce.
com opening a branch office; 

two new call centers in Washington 
County; and some major construc-
tion projects including the Kaiser 
Hospital in Hillsboro, the OHSU 
building in the south waterfront, and 
light rail projects.  The latest 
employment  report  shows that we 
added 9,300 jobs over the last year, 

with unemployment dropping from 
8.7% to 7.8%. From the peak in 
2008 to the trough in early 2010 
Portland metro lost 80,000 jobs. 
However, in 2012 we also saw 
unprecedented challenges  in green 
industries, with layoffs at SolarWorld 
and Vestas, and the bankruptcy of 
ReVolt Technology. We are now four 
years into the recovery, with just 
37,000 new jobs from the trough. 
 
 

Apartment Construction:  2012 saw 
the beginning of a new apartment 
construction cycle. When the final  
figures are in, expect to see permits 
for 3,100 new apartment units in the 
four county metro area for 2012 vs. 
2,045 in 2011. This is in comparison 
with  an average of around 4,700 
units per year for the metro area for 
the five years prior to 2009. Around 
60% of the 2012 apartment construc-
tion activity is in the city of Portland, 
with 25% in Washington County, 10% 
in Clackamas County, 5% in Clark 
County.  
 
Single Family Market: The median 
sales price is  $228,000 as of late 
2012, which is up 6.3% in the last 

year. There are just 4.2 months of 
inventory vs. 6.2 months a year ago. 
Single family constriction is showing 
some signs of life. We will see permits 
for almost 4,500 new homes in 2012 . 
This is in comparison with an average 
of 9,400 homes built  per year from 
 

2013 Forecast - Good Fundamentals But Vacancies to Rise 
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Current Portland 
Metro Trends 

 Unemployment:  7.8% 

 Job Growth:  0.9% 

 Population Growth:  0.9% 

 Portland-Salem CPI:  2.5% 

 Apartment Construction: A new 
construction cycle  is under 
way; permits up over 50% from 
2011 

 Apartment Sales:   180 sale 
transactions in 2012; up 16% 
from 2011 

 Apartment  Values:  up an 
average of 6% in 2012 

  Apartment Income:  Up 4% to 
6% in 2012 

 Apartment Vacancies:  3.6% 

Inside this issue: 

2013  Forecast 2 & 3 
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5/12 Sale– $90,625/Unit 
16 unit  Sara Ann Apartments 

2255 NW Johnson Street 

11/12 Sale– $61,842/Unit 
38 unit  Imperial House  Apartments 

957 NE 122nd Ave., Portland 

71 Unit Buckman Court  Apartments 
 SE 20th Avenue & SE Morrison Street 



2003 to 2007. However, unbeknownst  
to most, the US Census figures show 
that the rate of home ownership has 
increased in Portland metro from 63.7% 
in 2010 to 66.3% as of the third quarter 
of 2012. 
Apartment Vacancies and Rental 
Rates: The US Census Bureau reports 
that the Portland area has  the 10th    
lowest apartment vacancy rate in the 

nation as of the end of the third quarter. 
The Fall 2012 MMHA Apartment Report 
shows a 3.6% apartment vacancy fac-
tor. Of the 20 submarkets surveyed, 18 
are showing an apartment vacancy fac-
tor of 5% or less. The highest vacancies 
are in outer SE Portland and Hillsboro. 
While turnover rents are up around 8% 
over the last year, the actual income at 
most apartments we see is up between 
4% and 6%.    
 
Apartment Expenses:    Most expense 
categories were stable in 2012. Prop-
erty taxes were up an average of around 
4%. The school and library bond meas-
ures passed in November 2012 plus 
normal increases should result in an 8% 
to 10% increase in property taxes. Ad-
vertising expenses are non-existent at 
most apartments. Water and sewer 
rates continue to rise, though natural 
gas expenses have declined. 

Apartment Values:   Apartment  val-
ues for the metro area as a whole were 

up 6% in 2012 in comparison with 2011. 
However, the rate of increase for apart-
ment values varied widely in different ar-
eas. Suffice it to say apartment values for 
newer units and units in the urban area 
were strong, while values for older subur-
ban units were flat. The Co- Star figures 
show a 6.76% median cap rate for 2012 
vs. 6.68% in 2011, and 6.75% in 2010. 
Overall cap rates have been stable the 
last four years. 
 
Apartment Sales Volume:   2012 was 
the second strong year in a row for apart-
ment sales. The final figures for 2012 
should show around $880 million in 

apartment sales, with 180 sales repre-
senting 8,700 units. This is in comparison 
with $978 million in apartment sales and 
155 transactions in 2011, but just $600 
million and 115 transactions in 2010. 
 
FORECAST FOR 2013 
So where is our apartment market going 
in 2013? Some thoughts are as follows: 

Economy:  The economy  has been crawl-
ing along, with a growth rate of 2% in 
GDP. While the housing sector, construc-
tion, and autos are now a bright spot, ex-
ports and business fixed investment are 
no longer leading the recovery. There are 
at least six reputable organizations that 

forecast employment figures for Oregon. If 
you assume that employment in the Port-
land area will grow consistent with the 
state, the consensus forecasts are for 
around 22,000 new wage and salary jobs 
here in the Portland metropolitan area in 
2013, and 24,000 new jobs in 2014, and 
that employment will  reach pre-recession 
levels by late 2014 or 2015. 
Apartment Construction: New apartment 
developments seem to be coming out of the 
woodwork! While there are a lot of pipeline 
reports floating around town, we expect  
there will be a total of 8,000 new units in 

2013 and 2014, with half of the construc-
tion activity in Multnomah County. Only  
limited apartment construction will have 
public sponsorship. 
 
Apartment Vacancies and Rental 
Income: With increased apartment con-
struction and increases in the ratio of home 
owners to renters,  apartment vacancies 
are expected to gradually increase in mid 
2013, and be at 5.0% to 5.5% by late 
2014.  In 2013, apartment income will be 
up by 2% to 4%, with most of this increase 
in the first half of the year. There will be a 
shift from a landlords market to a market in 
balance by late 2014. 
 
Apartment Values: Apartment values 
gradually increased  in 2011 and 2012. We 
expect that apartment values will remain 
stable in 2013 due to low interest rates, 
and stable apartment income. The real con-
cern is that interest rates will increase, with 
a corresponding increase in cap rates. How-
ever, the feds have indicated that interest 
rate will remain low until unemployment 
reaches 6.5%, which won’t happen until 
2015. 
 
Apartment Sales Volume:  Apartments  
remain as  the favored asset class for inves-
tors in Portland and across the nation.  In 
2013, we expect to see $800 million to 
$1.0 billion in apartment sales, and 175 to 
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5/12 Sale– $66,964/Unit 
28 unit Valley Woods  Apartments 

20005 SW Tualatin Valley Highway, Aloha 

132 Unit  Burnside Living Apartments 
E Burnside St. at SE 12th Ave., Portland 

200 apartment sale transactions . 
 
Risks: The biggest risk facing the apart-
ment market is felt to be an increase in 
interest rates, which usually translates into 
higher cap rates,  and could result in lower 
values. Other risks include the sovereign 
debt crisis in Europe, a double dip reces-

sion,  fiscal pitfalls, and a stronger than 
expected improvement in the single family 
market.  
 
CONCLUSION: We expect a continued slow 
recovery in 2013 , but we will have to wait 
until 2014 and 2015 for any significant 
economic recovery. Apartment construction 
will be strong in 2013 and 2014, which will 
result in increases in apartment vacancies 
in 2013 and 2014, and more modest in-
creases in income. 

The apartment market had everything go-
ing for it in 2012, with increasing rents, 
increasing income, low vacancies, readily 
available financing, relatively little new in-
ventory coming on the market, and good 
investor demand. In addition, the word is 
out that apartments are the place to be 
and are the favored asset class among 
investors, and Portland has one of the 
healthiest apartment markets in the 
nation. This will continue in 2013. I think 
we are still going to be in a sweet spot in 

the market and the real estate cycle in 2013. 
As the year progresses, I expect apartment 
vacancies will increase, and that by the end 
of the year and into 2014 we will see some 
shift from a landlord market to a market more 
in balance. 

HEARD ON THE STREET

“The tide has changed. People feel it is OK to 
go back into residential real estate—it’s no 
longer taboo—and that change in sentiment 
could have a very powerful effect.” Ivy Zel-
man, Zelman & Associates 
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“By bringing down interest rates to nil, 
you have penalized those who play by the 
rules, saved money, and particularly 
those who are aging people like me who 
are baby boomers.” Richard Harris, Presi-
dent, Federal Reserve Bank of Dallas. 

“The Portland City Council should intervene, 
either with an expedited code change or a 
temporary, narrowly tailored moratorium on 
large multifamily apartment projects with no 
off street parking. The law permits it and basic 
quality of like demands it.” Oregonian Editorial 
of November 16th. 

“Pricing has probably peaked and rent 
growth will subside in markets with an up-
surge in multifamily development activity.” 
Urban Land Institute 2013 Emerging Trends 
in Real Estate. 

“Pump all those numbers into a “rent versus 
own” calculator, and home ownership looks 
very, very competitive. Further rent increases 
will add to the temptation of home ownership.” 
National Real Estate Investor News. 

 
 
 
 

“The sustainable-equitable-yada-yada plan-
ning cabal keeps packing in the city's 
neighborhoods with junk infill on the theory 
that millions of people are moving to Portland 
any minute now, but that premise is simply 
false. The net in-migration to the city over the 
past year was a mere 2,070 people.” Jack 
Bog’s Blog. 

“Over the past two decades, government 
and nonprofits in the city have built over 
a thousand shelter beds and provided 
numerous services, including transition 
programs, to the homeless. Yet the 
homeless population continues to rise. 
They’re not coming for the weather. Port-
land has justly gained a reputation as a 
place with a high tolerance for vagrancy.” 
Ethan Epstein, Wall Street Journal. 
 
“There are a lot of proposed infill sites 
going through permitting on the east 
side. None are significant enough in size 
to cause an oversupply; they may just 
keep rental growth at bay.” Robert Black, 
NAI Norris Beggs & Simpson. 

8/12 Sale– $101,190/Unit 
21 unit  Chardonnay  Apartments 
2162 NW Everett Street, Portland 4/12 Sale– $61,000/Unit 

25 unit  Kelly Green  Apartments 
252 NE Kane Drive, Gresham 

“One area where we are not seeing an in-
crease in pricing and lowering of cap rates is 
in the C and lower properties. There is weak 
buyer demand for such properties. Buyers 
are looking for quality, and lower end proper-
ties  need a compelling story to attract buy-
ers.” Greg Frick,  IREM Forecast Breakfast. 

“When citizens get their property tax bills next 
November, there’s going to be some sticker 
shock—we passed three money measures in 
one ballot.” Portland Mayor Charlie Hales. 

7/12 Sale– $68,293/Unit 
41 unit  Scolls Royal Apartments 

6500 SW Scholls Ferry Road 
 
“80% of the growth in demand for multi-
family properties from 2009-2011 could 
be attributed to the decline in the home 
ownership rate.” Britton Costa in Fitches 
2013 Outlook: U.S. Equity REITs.  

of the third quarter. The Fall 2011 
MMHA Apartment Report shows a 3.3% 
apartment vacancy factor. Of the 20 
submarkets surveyed, 18 are showing 
an apartment vacancy factor of 4% or 
less. While turnover rents are up around 
8% over the last year, the actual income 
at most apartments we see is up be-
tween 2% and 5%.   However, the actual 
income for more recent months shows 
some obvious improvement.  
 
Apartment Expenses:    The detailed 
MMHA apartment operating expense 
surveys show that  overall operating 
expenses  increased by around 8% from 
2009 to 2010, though this may over-
state the true increases. On site man-
agement, utilities, and turnover ex-
penses show the biggest increases, 
while advertising expenses have de-
clined. Portland voters turned down the 
$548 million school levy by a razor thin 
margin, and averted a 9% increase in 
property taxes.
 
Apartment Values:   It is often difficult 
to make a meaningful comparison on 
apartment value trends over selected 
periods due to significant physical and 
locational differences in the apartments 
which have sold. However, the Portland 
area  showed about a 15% to 25% de-
cline in apartment values from the peak  
of the market to the trough.   Cap rates 
showed an  increase from 6.1% in 2008 
to 6.8% in 2009 and 2010.  However, 
Co Star figures show a 6.86% median 
cap rate median cap rate for the first 
half of 2011, and 6.70% for the sales 
since July 2011. Thus, overall cap rates 
have come down about 15 basis points, 
though this can vary widely. 

 
Apartment Sales Volume:   In looking 
back, we can now see that 2006 to 
2008 was the golden era for apartment 
brokers, with an average of around 

$960 million in apartment sales volume 
per year, and an average of 225 apart-
ment sale transactions per year. This was 
the era of escalating values and easy 
credit, with many buy and flip investors. 
Our apartment sales volume was around 
$285 million in 2009, with just 81 sales, 
and $600 million in 2010, with 113 sales. 
Based on the apartment sales for  YTD 
2011, we can expect around $650 million 
in apartment sales, and 150 to 160 sale 
transactions.   

 
FORECAST FOR 2012 

So where is our apartment market going 
in 2012? Some thoughts are as follows: 

Economy:  The economy is growing at a 
frustratingly slow pace and employment 
gains are not strong enough to bring down 
the unemployment rate quickly. The hous-
ing sector and cutbacks in public employ-
ment are a drag on the recovery. There 
are at least six reputable organizations 
that forecast employment figures for Ore-
gon. If you assume that employment in 
the Portland area will grow consistent with 
the state, the median forecasts are for 
around 18,000 new wage and salary jobs 
here in the Portland metropolitan area in 
2012, and 25,000 new jobs in 2013, but 
that employment will not reach pre-
recession levels until 2015. 

Apartment Construction: Many develop-
ers are champing at the bit to get back in 
the game, and trying to get their project to 
make sense in light of low cap rates for in-
vestment grade apartments, and the 
amount of capital chasing after newer stabi-
lized projects. Financing is more readily 
available, and the word is out that the 
apartment market is the place to be.   We 
expect to see permits for 2,000 to 2,500 
new units in 2012, with half of the con-
struction activity in Multnomah County. 
While this is below the trend line of the five 
years ended in 2008, we will see double 
the apartment construction in 2012 that we 
saw in 2010. We expect that half of this 
apartment construction will have public 
sponsorship or participation. 

 
Apartment Vacancies and Rental 
Income: Apartment vacancies should re-
main in the 3.0% to 3.5% range, but start to 
increase in 2013 in conjunction with new 
units coming on line. We need 5,000 to 
7,000 new apartment units for the market 
to get back in balance, and it will take de-
velopers three years to produce this much 
supply. In 2012, apartment income will be 
up by 3% to 5%, with this same trend con-
tinuing through 2014. There will continue to 
be a shortage of apartments in 2012 and 
2013 in conjunction with a better economy 
and slow apartment construction. 
 
Apartment Values: Apartment values sta-
bilized in 2011. We expect that apartment 
values will remain stable in 2012 due to 
low interest rates, low vacancies, stable 
apartment income, and anticipation of bet-
ter times in 2012.  Everyone expects apart-
ment income to increase. The real concern 
is that interest rates will also increase, with 
a corresponding increase in cap rates.  
 
Apartment Sales Volume:  In 2009 and 
the first half of 2010, we saw the lowest 
level of apartment sales activity over the 
last decade, with an obvious improvement 
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 6/11 Sale– $113,636/Unit 
44 unit St. Francis Apartments 
526 NW 21st Avenue, Portland 

209 Unit Block 49 Apartments 
South Waterfront,  Portland 

in the second half of 2010 and 2011. 
Apartment are clearly the favored asset 
class in Portland and across the nation.  In 
2012 and 2013 we will be well on our way 
to seeing $700 to $800 million in apart-
ment sales, and 175 to 200 apartment 
sale transactions per year. 

Risks: The biggest risk facing the economy 
as well as the real estate market is the sov-
ereign debt crisis in Europe, and the risk of 
a double dip recession. Also,  an increase 
in interest rates, which usually translates 
into higher cap rates,  could result in lower 
values. Also, some buyers of larger newer 
complexes have acquired the property in a 
bidding war, and  low interest rates have 
encouraged investors to take more risk.  
 
CONCLUSION: No one expects a sharp 
rebound in the economy, though the No-
vember national employment report of 
120,000 jobs and 8.6% unemployment 
was encouraging. Unresolved problems 

with huge deficits, high unemployment, and 
a tough single family market are issues of 
concern.  We expect a slow recovery in 
2012 and 2013, but we will have to wait 
until 2014 and 2015 for any significant 
economic recovery. Apartment construction 

will pick up, which will result in very modest 
increases in apartment vacancies in 2013 
and 2014.  
 
The apartment market has everything going 
for it, with increasing rents, increasing in-
come, low vacancies, financing which is read-
ily available, relatively slow apartment con-
struction, and good investor demand. In addi-
tion, the word is out that apartments are the 
place to be and are the favored asset class 
among investors, and Portland has one of the 
healthiest apartment markets in the nation. 
This will continue in 2012 and 2013. I think 
we are going into a two to four year sweet 
spot in the market and the real estate cycle. 
To sum it all up, I expect that the apartment 
market will be much stronger in 2012 and 
2013 in conjunction with the low vacancies, a 
stronger economy, and only moderate in-
crease in supply well below the trend line. 
 

HEARD ON THE STREET

“In four to five years, we’re going to overbuild 
the apartment market. The demand is going 
to support maybe a dozen new projects. And, 
of course, the developers are going to build 
20.” Jerald Johnson of Johnson Reid, LLC.  
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10/11 Sale– $56,250/Unit 
48 unit  Royal Crest  Apartments 
11700 SW Allen Blvd., Beaverton 

“Oregon’s economic expansion has been 
put at risk by external factors—most nota-
bly the sovereign debt crisis and the un-
folding recession in Europe. The threat of 
a renewed global recession is uncom-
fortably high.” Oregon Economic Review. 

“”We will see 25% to 35% rent growth over 
the next three years.” Clyde Holland, Hol-
land Partner Group. 
 
“We’re seeing the burden be higher on ten-
ants to maintain their housing,” said Elisa 
Harrigan, executive director of the Commu-
nity Alliance of Tenants. “People’s incomes 
aren’t growing at the same rate as the 
rental price and government services are 
being cut. Things were bad before, but 
they’re worse now.” 

“We could be on the cusp of seeing a dra-
matic rent increase.” Bernard Gehret of 
Joseph Bernard Investment Real Estate. 

“I wonder whether we’ll say 2008 wasn’t 
the real crisis—it was a warm up, but the 
real crisis was the sovereign debt crisis in 
Europe.”  Simon Johnson, MIT economist. 

“Don’t get rolled by the good times.” T. 
Barry Brenneke, GMC Properties. 
 
“While increasing rents would seem to be 
relatively easy with vacancy rates so low, a 
lack of qualified residents has some land-
lords nervous“ said Craig McConachie, 
President of C & R Real Estate Services. 
“Delinquent rent and collection problems 
are plaguing class C apartment owners, as 
tenants struggle to find work and maintain 
income levels.” 

“”I’ve been sitting back until I felt the time 
was right to get back in the marketplace,” 
said Bob Ball, in conjunction with the an-
nouncement  in December 2011 of his 
177 unit The Parker Apartments to be built  
at NW 12th Avenue at Pettygrove. “If you 
have the right product and the right 
amount of land, I think the rents are there 
to support it.” 

“Real estate cycles tend to unwind very 
slowly, and this one shows no sign of 
being any different. It may take years 
because the run-up in housing prices 
was so extreme.” Charles Royce, The 
Royce Funds. 

6/11 Sale– $90,476/Unit 
21 unit  Chardonnay  Apartments 
2162 NW Everett Street, Portland 

9/11 Sale– $73,611/Unit 
18 unit  Kings Five Apartments 
1684 8th Avenue, West Linn 

“In the past, I could borrow about 85% to 
90%  of the cost to build  a new apartment. 
Now, I can borrow about 60%. Everyone is 
more risk sensitive, more risk averse.” Dwight 
Unti, Tokala Properties. 

“”There is currently a shortage of 10,000 to 
12,000 apartments.” Brian M. Owendoff, Ca-
pacity Commercial Group. 

2003 to 2007. However, unbeknownst  
to most, the US Census figures show 
that the rate of home ownership has 
increased in Portland metro from 63.7% 
in 2010 to 66.3% as of the third quarter 
of 2012. 
Apartment Vacancies and Rental 
Rates: The US Census Bureau reports 
that the Portland area has  the 10th    
lowest apartment vacancy rate in the 

nation as of the end of the third quarter. 
The Fall 2012 MMHA Apartment Report 
shows a 3.6% apartment vacancy fac-
tor. Of the 20 submarkets surveyed, 18 
are showing an apartment vacancy fac-
tor of 5% or less. The highest vacancies 
are in outer SE Portland and Hillsboro. 
While turnover rents are up around 8% 
over the last year, the actual income at 
most apartments we see is up between 
4% and 6%.    
 
Apartment Expenses:    Most expense 
categories were stable in 2012. Prop-
erty taxes were up an average of around 
4%. The school and library bond meas-
ures passed in November 2012 plus 
normal increases should result in an 8% 
to 10% increase in property taxes. Ad-
vertising expenses are non-existent at 
most apartments. Water and sewer 
rates continue to rise, though natural 
gas expenses have declined. 

Apartment Values:   Apartment  val-
ues for the metro area as a whole were 

up 6% in 2012 in comparison with 2011. 
However, the rate of increase for apart-
ment values varied widely in different ar-
eas. Suffice it to say apartment values for 
newer units and units in the urban area 
were strong, while values for older subur-
ban units were flat. The Co- Star figures 
show a 6.76% median cap rate for 2012 
vs. 6.68% in 2011, and 6.75% in 2010. 
Overall cap rates have been stable the 
last four years. 
 
Apartment Sales Volume:   2012 was 
the second strong year in a row for apart-
ment sales. The final figures for 2012 
should show around $880 million in 

apartment sales, with 180 sales repre-
senting 8,700 units. This is in comparison 
with $978 million in apartment sales and 
155 transactions in 2011, but just $600 
million and 115 transactions in 2010. 
 
FORECAST FOR 2013 
So where is our apartment market going 
in 2013? Some thoughts are as follows: 

Economy:  The economy  has been crawl-
ing along, with a growth rate of 2% in 
GDP. While the housing sector, construc-
tion, and autos are now a bright spot, ex-
ports and business fixed investment are 
no longer leading the recovery. There are 
at least six reputable organizations that 

forecast employment figures for Oregon. If 
you assume that employment in the Port-
land area will grow consistent with the 
state, the consensus forecasts are for 
around 22,000 new wage and salary jobs 
here in the Portland metropolitan area in 
2013, and 24,000 new jobs in 2014, and 
that employment will  reach pre-recession 
levels by late 2014 or 2015. 
Apartment Construction: New apartment 
developments seem to be coming out of the 
woodwork! While there are a lot of pipeline 
reports floating around town, we expect  
there will be a total of 8,000 new units in 

2013 and 2014, with half of the construc-
tion activity in Multnomah County. Only  
limited apartment construction will have 
public sponsorship. 
 
Apartment Vacancies and Rental 
Income: With increased apartment con-
struction and increases in the ratio of home 
owners to renters,  apartment vacancies 
are expected to gradually increase in mid 
2013, and be at 5.0% to 5.5% by late 
2014.  In 2013, apartment income will be 
up by 2% to 4%, with most of this increase 
in the first half of the year. There will be a 
shift from a landlords market to a market in 
balance by late 2014. 
 
Apartment Values: Apartment values 
gradually increased  in 2011 and 2012. We 
expect that apartment values will remain 
stable in 2013 due to low interest rates, 
and stable apartment income. The real con-
cern is that interest rates will increase, with 
a corresponding increase in cap rates. How-
ever, the feds have indicated that interest 
rate will remain low until unemployment 
reaches 6.5%, which won’t happen until 
2015. 
 
Apartment Sales Volume:  Apartments  
remain as  the favored asset class for inves-
tors in Portland and across the nation.  In 
2013, we expect to see $800 million to 
$1.0 billion in apartment sales, and 175 to 
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5/12 Sale– $66,964/Unit 
28 unit Valley Woods  Apartments 

20005 SW Tualatin Valley Highway, Aloha 

132 Unit  Burnside Living Apartments 
E Burnside St. at SE 12th Ave., Portland 

200 apartment sale transactions . 
 
Risks: The biggest risk facing the apart-
ment market is felt to be an increase in 
interest rates, which usually translates into 
higher cap rates,  and could result in lower 
values. Other risks include the sovereign 
debt crisis in Europe, a double dip reces-

sion,  fiscal pitfalls, and a stronger than 
expected improvement in the single family 
market.  
 
CONCLUSION: We expect a continued slow 
recovery in 2013 , but we will have to wait 
until 2014 and 2015 for any significant 
economic recovery. Apartment construction 
will be strong in 2013 and 2014, which will 
result in increases in apartment vacancies 
in 2013 and 2014, and more modest in-
creases in income. 

The apartment market had everything go-
ing for it in 2012, with increasing rents, 
increasing income, low vacancies, readily 
available financing, relatively little new in-
ventory coming on the market, and good 
investor demand. In addition, the word is 
out that apartments are the place to be 
and are the favored asset class among 
investors, and Portland has one of the 
healthiest apartment markets in the 
nation. This will continue in 2013. I think 
we are still going to be in a sweet spot in 

the market and the real estate cycle in 2013. 
As the year progresses, I expect apartment 
vacancies will increase, and that by the end 
of the year and into 2014 we will see some 
shift from a landlord market to a market more 
in balance. 

HEARD ON THE STREET

“The tide has changed. People feel it is OK to 
go back into residential real estate—it’s no 
longer taboo—and that change in sentiment 
could have a very powerful effect.” Ivy Zel-
man, Zelman & Associates 
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“By bringing down interest rates to nil, 
you have penalized those who play by the 
rules, saved money, and particularly 
those who are aging people like me who 
are baby boomers.” Richard Harris, Presi-
dent, Federal Reserve Bank of Dallas. 

“The Portland City Council should intervene, 
either with an expedited code change or a 
temporary, narrowly tailored moratorium on 
large multifamily apartment projects with no 
off street parking. The law permits it and basic 
quality of like demands it.” Oregonian Editorial 
of November 16th. 

“Pricing has probably peaked and rent 
growth will subside in markets with an up-
surge in multifamily development activity.” 
Urban Land Institute 2013 Emerging Trends 
in Real Estate. 

“Pump all those numbers into a “rent versus 
own” calculator, and home ownership looks 
very, very competitive. Further rent increases 
will add to the temptation of home ownership.” 
National Real Estate Investor News. 

 
 
 
 

“The sustainable-equitable-yada-yada plan-
ning cabal keeps packing in the city's 
neighborhoods with junk infill on the theory 
that millions of people are moving to Portland 
any minute now, but that premise is simply 
false. The net in-migration to the city over the 
past year was a mere 2,070 people.” Jack 
Bog’s Blog. 

“Over the past two decades, government 
and nonprofits in the city have built over 
a thousand shelter beds and provided 
numerous services, including transition 
programs, to the homeless. Yet the 
homeless population continues to rise. 
They’re not coming for the weather. Port-
land has justly gained a reputation as a 
place with a high tolerance for vagrancy.” 
Ethan Epstein, Wall Street Journal. 
 
“There are a lot of proposed infill sites 
going through permitting on the east 
side. None are significant enough in size 
to cause an oversupply; they may just 
keep rental growth at bay.” Robert Black, 
NAI Norris Beggs & Simpson. 

8/12 Sale– $101,190/Unit 
21 unit  Chardonnay  Apartments 
2162 NW Everett Street, Portland 4/12 Sale– $61,000/Unit 

25 unit  Kelly Green  Apartments 
252 NE Kane Drive, Gresham 

“One area where we are not seeing an in-
crease in pricing and lowering of cap rates is 
in the C and lower properties. There is weak 
buyer demand for such properties. Buyers 
are looking for quality, and lower end proper-
ties  need a compelling story to attract buy-
ers.” Greg Frick,  IREM Forecast Breakfast. 

“When citizens get their property tax bills next 
November, there’s going to be some sticker 
shock—we passed three money measures in 
one ballot.” Portland Mayor Charlie Hales. 

7/12 Sale– $68,293/Unit 
41 unit  Scolls Royal Apartments 

6500 SW Scholls Ferry Road 
 
“80% of the growth in demand for multi-
family properties from 2009-2011 could 
be attributed to the decline in the home 
ownership rate.” Britton Costa in Fitches 
2013 Outlook: U.S. Equity REITs.  

s



2003 to 2007. However, unbeknownst  
to most, the US Census figures show 
that the rate of home ownership has 
increased in Portland metro from 63.7% 
in 2010 to 66.3% as of the third quarter 
of 2012. 
Apartment Vacancies and Rental 
Rates: The US Census Bureau reports 
that the Portland area has  the 10th    
lowest apartment vacancy rate in the 

nation as of the end of the third quarter. 
The Fall 2012 MMHA Apartment Report 
shows a 3.6% apartment vacancy fac-
tor. Of the 20 submarkets surveyed, 18 
are showing an apartment vacancy fac-
tor of 5% or less. The highest vacancies 
are in outer SE Portland and Hillsboro. 
While turnover rents are up around 8% 
over the last year, the actual income at 
most apartments we see is up between 
4% and 6%.    
 
Apartment Expenses:    Most expense 
categories were stable in 2012. Prop-
erty taxes were up an average of around 
4%. The school and library bond meas-
ures passed in November 2012 plus 
normal increases should result in an 8% 
to 10% increase in property taxes. Ad-
vertising expenses are non-existent at 
most apartments. Water and sewer 
rates continue to rise, though natural 
gas expenses have declined. 

Apartment Values:   Apartment  val-
ues for the metro area as a whole were 

up 6% in 2012 in comparison with 2011. 
However, the rate of increase for apart-
ment values varied widely in different ar-
eas. Suffice it to say apartment values for 
newer units and units in the urban area 
were strong, while values for older subur-
ban units were flat. The Co- Star figures 
show a 6.76% median cap rate for 2012 
vs. 6.68% in 2011, and 6.75% in 2010. 
Overall cap rates have been stable the 
last four years. 
 
Apartment Sales Volume:   2012 was 
the second strong year in a row for apart-
ment sales. The final figures for 2012 
should show around $880 million in 

apartment sales, with 180 sales repre-
senting 8,700 units. This is in comparison 
with $978 million in apartment sales and 
155 transactions in 2011, but just $600 
million and 115 transactions in 2010. 
 
FORECAST FOR 2013 
So where is our apartment market going 
in 2013? Some thoughts are as follows: 

Economy:  The economy  has been crawl-
ing along, with a growth rate of 2% in 
GDP. While the housing sector, construc-
tion, and autos are now a bright spot, ex-
ports and business fixed investment are 
no longer leading the recovery. There are 
at least six reputable organizations that 

forecast employment figures for Oregon. If 
you assume that employment in the Port-
land area will grow consistent with the 
state, the consensus forecasts are for 
around 22,000 new wage and salary jobs 
here in the Portland metropolitan area in 
2013, and 24,000 new jobs in 2014, and 
that employment will  reach pre-recession 
levels by late 2014 or 2015. 
Apartment Construction: New apartment 
developments seem to be coming out of the 
woodwork! While there are a lot of pipeline 
reports floating around town, we expect  
there will be a total of 8,000 new units in 

2013 and 2014, with half of the construc-
tion activity in Multnomah County. Only  
limited apartment construction will have 
public sponsorship. 
 
Apartment Vacancies and Rental 
Income: With increased apartment con-
struction and increases in the ratio of home 
owners to renters,  apartment vacancies 
are expected to gradually increase in mid 
2013, and be at 5.0% to 5.5% by late 
2014.  In 2013, apartment income will be 
up by 2% to 4%, with most of this increase 
in the first half of the year. There will be a 
shift from a landlords market to a market in 
balance by late 2014. 
 
Apartment Values: Apartment values 
gradually increased  in 2011 and 2012. We 
expect that apartment values will remain 
stable in 2013 due to low interest rates, 
and stable apartment income. The real con-
cern is that interest rates will increase, with 
a corresponding increase in cap rates. How-
ever, the feds have indicated that interest 
rate will remain low until unemployment 
reaches 6.5%, which won’t happen until 
2015. 
 
Apartment Sales Volume:  Apartments  
remain as  the favored asset class for inves-
tors in Portland and across the nation.  In 
2013, we expect to see $800 million to 
$1.0 billion in apartment sales, and 175 to 
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5/12 Sale– $66,964/Unit 
28 unit Valley Woods  Apartments 

20005 SW Tualatin Valley Highway, Aloha 

132 Unit  Burnside Living Apartments 
E Burnside St. at SE 12th Ave., Portland 

200 apartment sale transactions . 
 
Risks: The biggest risk facing the apart-
ment market is felt to be an increase in 
interest rates, which usually translates into 
higher cap rates,  and could result in lower 
values. Other risks include the sovereign 
debt crisis in Europe, a double dip reces-

sion,  fiscal pitfalls, and a stronger than 
expected improvement in the single family 
market.  
 
CONCLUSION: We expect a continued slow 
recovery in 2013 , but we will have to wait 
until 2014 and 2015 for any significant 
economic recovery. Apartment construction 
will be strong in 2013 and 2014, which will 
result in increases in apartment vacancies 
in 2013 and 2014, and more modest in-
creases in income. 

The apartment market had everything go-
ing for it in 2012, with increasing rents, 
increasing income, low vacancies, readily 
available financing, relatively little new in-
ventory coming on the market, and good 
investor demand. In addition, the word is 
out that apartments are the place to be 
and are the favored asset class among 
investors, and Portland has one of the 
healthiest apartment markets in the 
nation. This will continue in 2013. I think 
we are still going to be in a sweet spot in 

the market and the real estate cycle in 2013. 
As the year progresses, I expect apartment 
vacancies will increase, and that by the end 
of the year and into 2014 we will see some 
shift from a landlord market to a market more 
in balance. 

HEARD ON THE STREET

“The tide has changed. People feel it is OK to 
go back into residential real estate—it’s no 
longer taboo—and that change in sentiment 
could have a very powerful effect.” Ivy Zel-
man, Zelman & Associates 
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“By bringing down interest rates to nil, 
you have penalized those who play by the 
rules, saved money, and particularly 
those who are aging people like me who 
are baby boomers.” Richard Harris, Presi-
dent, Federal Reserve Bank of Dallas. 

“The Portland City Council should intervene, 
either with an expedited code change or a 
temporary, narrowly tailored moratorium on 
large multifamily apartment projects with no 
off street parking. The law permits it and basic 
quality of like demands it.” Oregonian Editorial 
of November 16th. 

“Pricing has probably peaked and rent 
growth will subside in markets with an up-
surge in multifamily development activity.” 
Urban Land Institute 2013 Emerging Trends 
in Real Estate. 

“Pump all those numbers into a “rent versus 
own” calculator, and home ownership looks 
very, very competitive. Further rent increases 
will add to the temptation of home ownership.” 
National Real Estate Investor News. 

 
 
 
 

“The sustainable-equitable-yada-yada plan-
ning cabal keeps packing in the city's 
neighborhoods with junk infill on the theory 
that millions of people are moving to Portland 
any minute now, but that premise is simply 
false. The net in-migration to the city over the 
past year was a mere 2,070 people.” Jack 
Bog’s Blog. 

“Over the past two decades, government 
and nonprofits in the city have built over 
a thousand shelter beds and provided 
numerous services, including transition 
programs, to the homeless. Yet the 
homeless population continues to rise. 
They’re not coming for the weather. Port-
land has justly gained a reputation as a 
place with a high tolerance for vagrancy.” 
Ethan Epstein, Wall Street Journal. 
 
“There are a lot of proposed infill sites 
going through permitting on the east 
side. None are significant enough in size 
to cause an oversupply; they may just 
keep rental growth at bay.” Robert Black, 
NAI Norris Beggs & Simpson. 

8/12 Sale– $101,190/Unit 
21 unit  Chardonnay  Apartments 
2162 NW Everett Street, Portland 4/12 Sale– $61,000/Unit 

25 unit  Kelly Green  Apartments 
252 NE Kane Drive, Gresham 

“One area where we are not seeing an in-
crease in pricing and lowering of cap rates is 
in the C and lower properties. There is weak 
buyer demand for such properties. Buyers 
are looking for quality, and lower end proper-
ties  need a compelling story to attract buy-
ers.” Greg Frick,  IREM Forecast Breakfast. 

“When citizens get their property tax bills next 
November, there’s going to be some sticker 
shock—we passed three money measures in 
one ballot.” Portland Mayor Charlie Hales. 

7/12 Sale– $68,293/Unit 
41 unit  Scolls Royal Apartments 

6500 SW Scholls Ferry Road 
 
“80% of the growth in demand for multi-
family properties from 2009-2011 could 
be attributed to the decline in the home 
ownership rate.” Britton Costa in Fitches 
2013 Outlook: U.S. Equity REITs.  

of the third quarter. The Fall 2011 
MMHA Apartment Report shows a 3.3% 
apartment vacancy factor. Of the 20 
submarkets surveyed, 18 are showing 
an apartment vacancy factor of 4% or 
less. While turnover rents are up around 
8% over the last year, the actual income 
at most apartments we see is up be-
tween 2% and 5%.   However, the actual 
income for more recent months shows 
some obvious improvement.  
 
Apartment Expenses:    The detailed 
MMHA apartment operating expense 
surveys show that  overall operating 
expenses  increased by around 8% from 
2009 to 2010, though this may over-
state the true increases. On site man-
agement, utilities, and turnover ex-
penses show the biggest increases, 
while advertising expenses have de-
clined. Portland voters turned down the 
$548 million school levy by a razor thin 
margin, and averted a 9% increase in 
property taxes.
 
Apartment Values:   It is often difficult 
to make a meaningful comparison on 
apartment value trends over selected 
periods due to significant physical and 
locational differences in the apartments 
which have sold. However, the Portland 
area  showed about a 15% to 25% de-
cline in apartment values from the peak  
of the market to the trough.   Cap rates 
showed an  increase from 6.1% in 2008 
to 6.8% in 2009 and 2010.  However, 
Co Star figures show a 6.86% median 
cap rate median cap rate for the first 
half of 2011, and 6.70% for the sales 
since July 2011. Thus, overall cap rates 
have come down about 15 basis points, 
though this can vary widely. 

 
Apartment Sales Volume:   In looking 
back, we can now see that 2006 to 
2008 was the golden era for apartment 
brokers, with an average of around 

$960 million in apartment sales volume 
per year, and an average of 225 apart-
ment sale transactions per year. This was 
the era of escalating values and easy 
credit, with many buy and flip investors. 
Our apartment sales volume was around 
$285 million in 2009, with just 81 sales, 
and $600 million in 2010, with 113 sales. 
Based on the apartment sales for  YTD 
2011, we can expect around $650 million 
in apartment sales, and 150 to 160 sale 
transactions.   

 
FORECAST FOR 2012 

So where is our apartment market going 
in 2012? Some thoughts are as follows: 

Economy:  The economy is growing at a 
frustratingly slow pace and employment 
gains are not strong enough to bring down 
the unemployment rate quickly. The hous-
ing sector and cutbacks in public employ-
ment are a drag on the recovery. There 
are at least six reputable organizations 
that forecast employment figures for Ore-
gon. If you assume that employment in 
the Portland area will grow consistent with 
the state, the median forecasts are for 
around 18,000 new wage and salary jobs 
here in the Portland metropolitan area in 
2012, and 25,000 new jobs in 2013, but 
that employment will not reach pre-
recession levels until 2015. 

Apartment Construction: Many develop-
ers are champing at the bit to get back in 
the game, and trying to get their project to 
make sense in light of low cap rates for in-
vestment grade apartments, and the 
amount of capital chasing after newer stabi-
lized projects. Financing is more readily 
available, and the word is out that the 
apartment market is the place to be.   We 
expect to see permits for 2,000 to 2,500 
new units in 2012, with half of the con-
struction activity in Multnomah County. 
While this is below the trend line of the five 
years ended in 2008, we will see double 
the apartment construction in 2012 that we 
saw in 2010. We expect that half of this 
apartment construction will have public 
sponsorship or participation. 

 
Apartment Vacancies and Rental 
Income: Apartment vacancies should re-
main in the 3.0% to 3.5% range, but start to 
increase in 2013 in conjunction with new 
units coming on line. We need 5,000 to 
7,000 new apartment units for the market 
to get back in balance, and it will take de-
velopers three years to produce this much 
supply. In 2012, apartment income will be 
up by 3% to 5%, with this same trend con-
tinuing through 2014. There will continue to 
be a shortage of apartments in 2012 and 
2013 in conjunction with a better economy 
and slow apartment construction. 
 
Apartment Values: Apartment values sta-
bilized in 2011. We expect that apartment 
values will remain stable in 2012 due to 
low interest rates, low vacancies, stable 
apartment income, and anticipation of bet-
ter times in 2012.  Everyone expects apart-
ment income to increase. The real concern 
is that interest rates will also increase, with 
a corresponding increase in cap rates.  
 
Apartment Sales Volume:  In 2009 and 
the first half of 2010, we saw the lowest 
level of apartment sales activity over the 
last decade, with an obvious improvement 
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 6/11 Sale– $113,636/Unit 
44 unit St. Francis Apartments 
526 NW 21st Avenue, Portland 

209 Unit Block 49 Apartments 
South Waterfront,  Portland 

in the second half of 2010 and 2011. 
Apartment are clearly the favored asset 
class in Portland and across the nation.  In 
2012 and 2013 we will be well on our way 
to seeing $700 to $800 million in apart-
ment sales, and 175 to 200 apartment 
sale transactions per year. 

Risks: The biggest risk facing the economy 
as well as the real estate market is the sov-
ereign debt crisis in Europe, and the risk of 
a double dip recession. Also,  an increase 
in interest rates, which usually translates 
into higher cap rates,  could result in lower 
values. Also, some buyers of larger newer 
complexes have acquired the property in a 
bidding war, and  low interest rates have 
encouraged investors to take more risk.  
 
CONCLUSION: No one expects a sharp 
rebound in the economy, though the No-
vember national employment report of 
120,000 jobs and 8.6% unemployment 
was encouraging. Unresolved problems 

with huge deficits, high unemployment, and 
a tough single family market are issues of 
concern.  We expect a slow recovery in 
2012 and 2013, but we will have to wait 
until 2014 and 2015 for any significant 
economic recovery. Apartment construction 

will pick up, which will result in very modest 
increases in apartment vacancies in 2013 
and 2014.  
 
The apartment market has everything going 
for it, with increasing rents, increasing in-
come, low vacancies, financing which is read-
ily available, relatively slow apartment con-
struction, and good investor demand. In addi-
tion, the word is out that apartments are the 
place to be and are the favored asset class 
among investors, and Portland has one of the 
healthiest apartment markets in the nation. 
This will continue in 2012 and 2013. I think 
we are going into a two to four year sweet 
spot in the market and the real estate cycle. 
To sum it all up, I expect that the apartment 
market will be much stronger in 2012 and 
2013 in conjunction with the low vacancies, a 
stronger economy, and only moderate in-
crease in supply well below the trend line. 
 

HEARD ON THE STREET

“In four to five years, we’re going to overbuild 
the apartment market. The demand is going 
to support maybe a dozen new projects. And, 
of course, the developers are going to build 
20.” Jerald Johnson of Johnson Reid, LLC.  
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10/11 Sale– $56,250/Unit 
48 unit  Royal Crest  Apartments 
11700 SW Allen Blvd., Beaverton 

“Oregon’s economic expansion has been 
put at risk by external factors—most nota-
bly the sovereign debt crisis and the un-
folding recession in Europe. The threat of 
a renewed global recession is uncom-
fortably high.” Oregon Economic Review. 

“”We will see 25% to 35% rent growth over 
the next three years.” Clyde Holland, Hol-
land Partner Group. 
 
“We’re seeing the burden be higher on ten-
ants to maintain their housing,” said Elisa 
Harrigan, executive director of the Commu-
nity Alliance of Tenants. “People’s incomes 
aren’t growing at the same rate as the 
rental price and government services are 
being cut. Things were bad before, but 
they’re worse now.” 

“We could be on the cusp of seeing a dra-
matic rent increase.” Bernard Gehret of 
Joseph Bernard Investment Real Estate. 

“I wonder whether we’ll say 2008 wasn’t 
the real crisis—it was a warm up, but the 
real crisis was the sovereign debt crisis in 
Europe.”  Simon Johnson, MIT economist. 

“Don’t get rolled by the good times.” T. 
Barry Brenneke, GMC Properties. 
 
“While increasing rents would seem to be 
relatively easy with vacancy rates so low, a 
lack of qualified residents has some land-
lords nervous“ said Craig McConachie, 
President of C & R Real Estate Services. 
“Delinquent rent and collection problems 
are plaguing class C apartment owners, as 
tenants struggle to find work and maintain 
income levels.” 

“”I’ve been sitting back until I felt the time 
was right to get back in the marketplace,” 
said Bob Ball, in conjunction with the an-
nouncement  in December 2011 of his 
177 unit The Parker Apartments to be built  
at NW 12th Avenue at Pettygrove. “If you 
have the right product and the right 
amount of land, I think the rents are there 
to support it.” 

“Real estate cycles tend to unwind very 
slowly, and this one shows no sign of 
being any different. It may take years 
because the run-up in housing prices 
was so extreme.” Charles Royce, The 
Royce Funds. 

6/11 Sale– $90,476/Unit 
21 unit  Chardonnay  Apartments 
2162 NW Everett Street, Portland 

9/11 Sale– $73,611/Unit 
18 unit  Kings Five Apartments 
1684 8th Avenue, West Linn 

“In the past, I could borrow about 85% to 
90%  of the cost to build  a new apartment. 
Now, I can borrow about 60%. Everyone is 
more risk sensitive, more risk averse.” Dwight 
Unti, Tokala Properties. 

“”There is currently a shortage of 10,000 to 
12,000 apartments.” Brian M. Owendoff, Ca-
pacity Commercial Group. 
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*1942– The City Council unanimously 
passed an ordinance to relax building 
codes to encourage owners of large and 
stately old Portland homes to convert 
their home to apartments. Commissioner 
William Bowes hoped for several thou-
sand new housing units to accommodate 
the vast influx of population needing 
housing so they could work in the facto-
ries to support the war effort.  
*1972–Permits are issued for 9,949 
new apartments, or a record year and 
never since exceeded. Names such as 
Randall, Culver, Pollock, Westin, Rem-
bold, Harris, Piluso, Gersch, West, Cason, 
Savaria, Tokola, and Gillespie have all 
played an active roll in apartment con-
struction.  
*1983–The leading mortgage  lenders 
in the Portland area, in order of volume, 
include US National Bank of Oregon, 
Benjamin Franklin Savings, State Sav-
ings (Albany), State Savings (California), 
Lincoln Savings, FCA (Sunkist), Far West 
Federal, Pacific Western Bank, First In-

 
*1925— The growing presence of auto-
mobiles begins to affect the design of 
courtyard projects.  In midblock projects, 
the building is often raised above a base-
ment level which can accommodate ga-
rages under the two side wings, with a 
large stairway to the court in the middle.  
Sometimes this is handled gracefully, 
sometimes meanly. In all cases, it cre-
ates an insoluble problem for accessibil-
ity 

terstate Bank of Oregon, Oregon Bank,  
Williamette Savings, and SIMCO. 

*1984– Preliminary estimates by the 
Multnomah County Assessor are that 
property taxes will increase by 6% to 
7% for the 1984-85 tax year. This is 
above last years increase of 5.1% , but 
is substantially below the 16.5% in-
crease for 1982-83, and the 22.6% 
increase in 1981-82.  

Turn Back the Clock . . . 

 

 

Patrick O. Barry, Appraiser Assistant  
Mark D. Barry, MAI, Apartment Appraiser , 

Phillip E. Barry, Apartment Broker 

12/12 Sale– $53,819/Unit 
72 unit The Hermitage  Apartments 
8110-8136 SE Mill Street, Portland 

10/12 Sale– $54,929/Unit 
35 unit Canby Townhouse Apartment 

164 NE 4th Avenue, Canby 

This issue of the Barry Apartment 
Report is based on  the recent 
speech given by Mark D. Barry, 
MAI, Apartment Appraiser, with 
r e s e a r ch  and  p ro f e s s i o na l 
contribution from Patrick O. 
Barry, Appraiser Assistant and 
Phillip E. Barry, Apartment 
Broker. 
 
In 2012, we started the year 
with optimism about an 
improving job market and 
broad economic recovery. The 
Portland area economy 
continued on a long slow path  
of recovery from the depths of 
the recession, though it has 
been excruciatingly slow. 
While Portland Metro is clearly 
doing better than many other 
metro areas, we continue to 
be impacted by a slow 
national recovery. 
So what is happening here?  
 
Portland Economy: Good 
news in 2012 includes Intel’s 
announcement that it will 
double the size of it’s initial $3 
billion plant under construc-
tion in Hillsboro, with 800 to 
1,000 jobs; Evraz North 
America restarting their 
Portland steel mill; Salesforce.
com opening a branch office; 

two new call centers in Washington 
County; and some major construc-
tion projects including the Kaiser 
Hospital in Hillsboro, the OHSU 
building in the south waterfront, and 
light rail projects.  The latest 
employment  report  shows that we 
added 9,300 jobs over the last year, 

with unemployment dropping from 
8.7% to 7.8%. From the peak in 
2008 to the trough in early 2010 
Portland metro lost 80,000 jobs. 
However, in 2012 we also saw 
unprecedented challenges  in green 
industries, with layoffs at SolarWorld 
and Vestas, and the bankruptcy of 
ReVolt Technology. We are now four 
years into the recovery, with just 
37,000 new jobs from the trough. 
 
 

Apartment Construction:  2012 saw 
the beginning of a new apartment 
construction cycle. When the final  
figures are in, expect to see permits 
for 3,100 new apartment units in the 
four county metro area for 2012 vs. 
2,045 in 2011. This is in comparison 
with  an average of around 4,700 
units per year for the metro area for 
the five years prior to 2009. Around 
60% of the 2012 apartment construc-
tion activity is in the city of Portland, 
with 25% in Washington County, 10% 
in Clackamas County, 5% in Clark 
County.  
 
Single Family Market: The median 
sales price is  $228,000 as of late 
2012, which is up 6.3% in the last 

year. There are just 4.2 months of 
inventory vs. 6.2 months a year ago. 
Single family constriction is showing 
some signs of life. We will see permits 
for almost 4,500 new homes in 2012 . 
This is in comparison with an average 
of 9,400 homes built  per year from 
 

2013 Forecast - Good Fundamentals But Vacancies to Rise 
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*1942– The City Council unanimously 
passed an ordinance to relax building 
codes to encourage owners of large and 
stately old Portland homes to convert 
their home to apartments. Commissioner 
William Bowes hoped for several thou-
sand new housing units to accommodate 
the vast influx of population needing 
housing so they could work in the facto-
ries to support the war effort.  
*1972–Permits are issued for 9,949 
new apartments, or a record year and 
never since exceeded. Names such as 
Randall, Culver, Pollock, Westin, Rem-
bold, Harris, Piluso, Gersch, West, Cason, 
Savaria, Tokola, and Gillespie have all 
played an active roll in apartment con-
struction.  
*1983–The leading mortgage  lenders 
in the Portland area, in order of volume, 
include US National Bank of Oregon, 
Benjamin Franklin Savings, State Sav-
ings (Albany), State Savings (California), 
Lincoln Savings, FCA (Sunkist), Far West 
Federal, Pacific Western Bank, First In-

 
*1925— The growing presence of auto-
mobiles begins to affect the design of 
courtyard projects.  In midblock projects, 
the building is often raised above a base-
ment level which can accommodate ga-
rages under the two side wings, with a 
large stairway to the court in the middle.  
Sometimes this is handled gracefully, 
sometimes meanly. In all cases, it cre-
ates an insoluble problem for accessibil-
ity 

terstate Bank of Oregon, Oregon Bank,  
Williamette Savings, and SIMCO. 

*1984– Preliminary estimates by the 
Multnomah County Assessor are that 
property taxes will increase by 6% to 
7% for the 1984-85 tax year. This is 
above last years increase of 5.1% , but 
is substantially below the 16.5% in-
crease for 1982-83, and the 22.6% 
increase in 1981-82.  
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Patrick O. Barry, Appraiser Assistant  
Mark D. Barry, MAI, Apartment Appraiser , 

Phillip E. Barry, Apartment Broker 

12/12 Sale– $53,819/Unit 
72 unit The Hermitage  Apartments 
8110-8136 SE Mill Street, Portland 

10/12 Sale– $54,929/Unit 
35 unit Canby Townhouse Apartment 

164 NE 4th Avenue, Canby 

This issue of the Barry Apartment 
Report is based on  the recent 
speech given by Mark D. Barry, 
MAI, Apartment Appraiser, with 
r e s e a r ch  and  p ro f e s s i o na l 
contribution from Patrick O. 
Barry, Appraiser Assistant and 
Phillip E. Barry, Apartment 
Broker. 
 
In 2012, we started the year 
with optimism about an 
improving job market and 
broad economic recovery. The 
Portland area economy 
continued on a long slow path  
of recovery from the depths of 
the recession, though it has 
been excruciatingly slow. 
While Portland Metro is clearly 
doing better than many other 
metro areas, we continue to 
be impacted by a slow 
national recovery. 
So what is happening here?  
 
Portland Economy: Good 
news in 2012 includes Intel’s 
announcement that it will 
double the size of it’s initial $3 
billion plant under construc-
tion in Hillsboro, with 800 to 
1,000 jobs; Evraz North 
America restarting their 
Portland steel mill; Salesforce.
com opening a branch office; 

two new call centers in Washington 
County; and some major construc-
tion projects including the Kaiser 
Hospital in Hillsboro, the OHSU 
building in the south waterfront, and 
light rail projects.  The latest 
employment  report  shows that we 
added 9,300 jobs over the last year, 

with unemployment dropping from 
8.7% to 7.8%. From the peak in 
2008 to the trough in early 2010 
Portland metro lost 80,000 jobs. 
However, in 2012 we also saw 
unprecedented challenges  in green 
industries, with layoffs at SolarWorld 
and Vestas, and the bankruptcy of 
ReVolt Technology. We are now four 
years into the recovery, with just 
37,000 new jobs from the trough. 
 
 

Apartment Construction:  2012 saw 
the beginning of a new apartment 
construction cycle. When the final  
figures are in, expect to see permits 
for 3,100 new apartment units in the 
four county metro area for 2012 vs. 
2,045 in 2011. This is in comparison 
with  an average of around 4,700 
units per year for the metro area for 
the five years prior to 2009. Around 
60% of the 2012 apartment construc-
tion activity is in the city of Portland, 
with 25% in Washington County, 10% 
in Clackamas County, 5% in Clark 
County.  
 
Single Family Market: The median 
sales price is  $228,000 as of late 
2012, which is up 6.3% in the last 

year. There are just 4.2 months of 
inventory vs. 6.2 months a year ago. 
Single family constriction is showing 
some signs of life. We will see permits 
for almost 4,500 new homes in 2012 . 
This is in comparison with an average 
of 9,400 homes built  per year from 
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