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Potential for Higher Returns Lures New Buyers, Generating Competition;
Supply of For-Sale Listings Remains Tight, Boosting Prices

Affordable housing need bolsters operations. Manufactured
home communities are benefiting from rising single-family home
prices and escalating apartment rents that are creating a shortage
of affordable housing alternatives. This is especially prevalent in
urban areas with strong employment gains, such as Salt Lake City
or Denver. In these two metros, vacancy in manufactured home
parks posted triple-digit drops to average below 2 percent. The
lack of new communities and the redevelopment of older parks
also contribute to a tightening vacancy rate as displaced tenants
seek alternative placements for their homes.

An aging population benefits manufactured home parks.
During the next 10 years nearly 18 million additional people will
reach age 65. Many of these seniors will move to resort or re-
tirement manufactured home communities, many of which are in
the Sunbelt. The number of people age 65 and older will continue
to swell through 2045 as the baby boomer generation ages. This
bodes well for age-restricted communities.

Operations tighten across the nation. During 2017, vacancy
in all subregions reached a 10-year low, boosting rent growth and
raising NOI. These factors combined with higher cap rates than
many other real estate product types are intensifying competition
for manufactured home communities and pushing prices up.

Investment Highlights

Buyers are flush with capital amid a scarce supply of avail-
able listings throughout most areas of the nation, which
has resulted in more off-market transactions. Heightened
demand is producing aggressive pricing that keeps cap
rates steady despite the rise in interest rates.

In some areas of the country, for-sale listings are further re-
duced by resident groups in manufactured home communi-
ties exercising their right of first refusal and making offers to
purchase the park.

Exchange buyers remain active. Many of these investors
are trading out of other commercial real estate product
types, such as apartments, and are unfamiliar with owning a
manufactured home community. In many instances the po-
tential for higher returns is luring them to consider park own-
ership and they are willing to pay a premium to own, helping
to drive prices higher.

Communities on well and septic are still slower to trade.
Some buyers are searching for a value-add opportunity
in parks that have the potential to be hooked up to these
city services.
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East Region

Mid-Atlantic Trends

Vacancy: Strong demand for affordable housing produced a 70-basis-point
reduction in vacancy to an average of 6.6 percent during 2017. Vacancy was
especially tight in Baltimore at 2.5 percent.

Rents: The average rent rose 3.8 percent in 2017 to $381 per month, bol-
stered by a 5.1 percent surge in Baltimore. Rents have climbed 14 percent
over the last five years.

Northeast Trends

Vacancy: The vacancy rate decreased 130 basis points to 7.0 percent in 2017,
the lowest level of this cycle and 380 basis points below the 2010 peak.

Rents: Falling vacancy contributed to the average monthly rent rising 1.8 percent
to $465 per month in 2017. Rents in Long Island are among the highest in
major U.S. metros at $661 per month on average.

East Sales Trends

Cap Rates: Initial yields have remained compressed despite the rising cost
of borrowing, with cap rates typically in the 5 to 8 percent range. Urban or
coastal assets are at the lower end of the range.

Prices: A lack of available properties had investors searching in both the North-
east and Mid-Atlantic subregions during 2017. The average price per unit
rose 11 percent to $35,000.

Midwest Region

East North Central Trends

Vacancy: Among subregions, the East North Central posted the sharpest va-
cancy decline of 210 basis points last year. The rate, however, remains the
highest among subregions at 18.9 percent.

Rents: Rent growth of 2.4 percent pushed rates to a monthly average of $387,
the lowest rent by subregion. Rents in Detroit are above the average at $434
per month.

West North Central Trends

Vacancy: The subregion’s vacancy rate receded 120 basis points to 13.4 per-
cent, down 420 basis points from the cyclical high in 2012. Although drop-
ping, vacancy in Kansas City remains above 20 percent.

Rents: As vacancy tightened, rents set a new high, advancing 3.8 percent to
an average of $410 per month. Rents have jumped approximately 16 percent
over the last five years.

Midwest Sales Trends

Cap Rates: First-year returns vary widely across the Midwest but are generally
in the 6 to 9 percent span in urban areas. Class C communities in small cities
can trade at double-digit cap rates.

Prices: The average price jumped 65 percent year over year to $32,900 per
unit in 2017 as strong demand for available assets drove up prices.
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points tightened vacancy to 4.7 percent at the end of 2017, maintaining the
second-lowest level by subregion.
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Rents: Average rent vaulted 5.3 percent to $435 per month in 2017, the big- = Price per Unit
gest annual improvement among all subregions. Rents have soared 24 per-

cent in the past five years. $64
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Cap Rates: First-year returns for Class B and senior communities are generally $32

in the 6 to 7 percent range, while cap rates for Class C properties average 100
to 200 basis points higher depending on location and quality of the asset. $1
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Vacancy: Rising home prices and strong job growth created a tight housing

market in the Pacific, resulting in the lowest vacancy among subregions at West Sales Trends

3.2 percent in 2017.
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Rents: Monthly rent surged 4.2 percent to an average of $549 in 2017, the

highest rent by subregion. Rent in coastal California properties can be double
the average.

West Sales Trends

$60

$45

; $30

assets typically begin in the 4 percent range. $0

Cap Rates: Buyer demand for communities remains intense, though a lack of
08 0910 11 12 13 14 15 16 17

Average Price per Unit

marketed properties reduced trading activity last year. Cap rates for quality

Prices: The average price jumped 30 percent to $52,600 per unit in the West.

Assets in the desired coastal communities can top $100,000 per unit. A Excludes California
Sources: Marcus & Millichap Research Services;
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Manufactured Housing Regions and Subregions
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Manufactured Home Communities Group

Michael L. Glass
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Denver 1.2% 280 $660 5:4% First Vice President | National Director

Long Island 1.5% -110 $661 1.4% Tel: (216) 264-2000 | michael.glass@marcusmillichap.com

Salt Lake City 1.8% -100 $541 4.0%

Seattle 2.0% 0 $637 2.9% Prepared and edited by

Baltimore 2.5% -20 $638 5.1% Nancy Olmsted

Houston 3.2% -170 $370 6.3% Senior Market Analyst | Research Services

Fort Lauderdale 3.4% -110 $651 3.7% For information on national manufactured housing trends, contact:

Austin 4.1% -50 $514 5.5% First Vice President, National Director | Research Services

Dallas 4.7% 160 $427 4.4% Tel: (602) 707-9700 | john.chang@marcusmillichap.com

Albugquerque 4.9% -130 $438 3.1% Price: $250

Phoenix 6.3% -70 $520 3.6% . -
© Marcus & Millichap 2018 | www.MarcusMillichap.com

Tampa-St. Petersburg 6.3% -90 $469 3.8%

Charlotte 7.1% -40 $344 4.9%

San Antonio 7.6% -230 $399 5.0%

Minneapolis/St. Paul 8.4% -40 $421 3.4%

5 . 9 The information contained in this report was obtained from sources deemed to be

Orlando 8.7% 110 $471 4.2% reliable. Every effort was made to obtain accurate and complete information; however,

Cleveland 9.2% -110 $347 2.4% no representation, warranty or guarantee, express or implied may be made as to the
accuracy or reliability of the information contained herein. This is not intended to be

Las Vegas 15.5% 40 $572 2.3% a forecast of future events and this is not a guaranty regarding a future event. This is

Atlanta 18.3% -200 $449 3.5% not intended to provide specific investment advice and should not be considered as

: : investment advice. Sources: Marcus & Millichap Research Services; Datacomp-JLT;
Indianapolis 18.3% -190 $346 3.9% CoStar Group, Inc.; Institute for Building Technology and Safety; U.S. Census Bureau.




