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Apartment Finance Today maga-
zine in its October 2007 issue
published the results of a study that
ranked the Buffalo apartment market
as the 40" strongest of the 83 major
markets surveyed, ahead of some
major western and sunbelt cities.
The rankings were based on the
strength of each market’s vacancy,
rent growth, job growth, inventory
growth, and home affordability. The
Buffalo apartment market’s vacancy

buffalo spotlight

2008 Buftalo area apartment market report:
Vacancy rate is 5.6% with a rent growth of 3.4%

rate is reported at 5.6% with rent
growth of 3.4%. The country’s fast-
est growing regions aren’t neces-
sarily the best markets to invest as
the apartment inventory expands as
demand grows. While population
growth and job creation lags in this
region the continuing formation of
new one or two person households, a
strong renter demographic, provides
a steady stream of new prospective
tenants and with new supply con-
strained as area construction costs
prohibit the development of any
new middle class apartments the
combined effect has been to create a
near “barrier to entry market” here.
The result has been steadily increas-
ing prices in recent years with brick
suburban garden apartments selling
at per unit prices averaging 33%
higher than in 2002.

Investors break the Buffalo market
into three segments: the Buffalo city
market, the Buffalo suburban mar-
ket, and the Niagara County market
which includes the city of Niagara
Falls. Apartment sales for investment
grade properties averaged $32,000
per unit in 2007 in the city of Buf-
falo with the largest sale the 360 unit
Towne Gardens to a New York City
investor for $31,900 per unit when
the costs of mandatory HUD repairs
are included in the sale price. The
sale of the suburban 228 unit Au-
tumn Creek Apartments in Amherst
lifted the suburban per unit average
to $56,000, other Buffalo suburban
sales averaged $42,000 and Niagara
County sales averaged $34,000. Also
in Amherst the Chelsea Place Apart-
ments were sold as condominiums
for $125,000 per unit, one of the few

conversions in recent years, no new
apartment projects were announced
in Ambherst in the past year.

With values supported by con-
sistent occupancy, rent growth, and
a lack of speculative development
the area apartment market has yet
to show any negative effects from
the credit crunch. Prices may be
impacted here if investors from
coastal markets who have been major
participants in the market in recent
years pull back if problems develop
in their own markets. The discon-
tinuation of sub-prime mortgages
has stemmed the flow of tenants to
single family homes and solved the
major operating problem plaguing
managers. The owner of one large
suburban class A complex reports
that without the typical late sum-
mer outflow of tenants into newly
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bought houses he had a stabilized
winter occupancy for the first time
in several years.

The largest development is the
$96 million conversion of the
Kensington Village Apartments in
the town of Cheektowaga to student
housing, significant in that almost
900 middle class apartments will
be removed from the market with
nothing to replace them. All recent
construction has either been targeted
to the high income renter or student
only apartments. The near 1,000
downtown loft conversion apart-
ments have been readily absorbed
with developers reporting only a
handful of vacancies and monthly
rents of up to $2,500.

New factors affecting the market
in 2008 include the more realistic
pricing of the U.S. dollar versus the
Canadian dollar; Buffalo is a border
city with international trade as an
important component to the local
economy. The stronger Canadian
dollar aids the local economy allow-
ing Canadian shoppers to patronize
stores on this side of the border and
American manufacturers are better
able to export back. Canada is the
U.S.s largest trading partner and its
proximity here combined with the
strong economic fundamentals of
the Buffalo apartment market may
cushion the impact of the coming
National slowdown.

Brian Heine is a licensed real
estate broker in Buffalo, N.Y.

Deck and Rumsey of
Realty USA named agents
of 211,000 s/f facility

ELMA, NY The industrial team of Joe
Deck and David Rumsey of Real-
tyUSA and their strategic partner

Joe Deck David Rumsey

NAI Alliance have been selected to
offer the Continental AG manufac-
turing facility. This high-tech manu-
facturing facility was originally
constructed in 1989 by Motorola
Corp. and then expanded in 1990
and again in 1994. Its most recent
use has been for the manufacture of
OEM circuit boards and parts used
in the automobile industry.

The property consists of 50 acres
ofrollinglandswitha211,000 s/fof-
fice/ manufacturing facility. There
is a primary and satellite parking
area capable of handling in excess
of 600 cars. The property will be
available in part in early 2009 and
in its entirety in late 2009.



