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Property Overview 

The subject property is a 105-unit, class B multifamily 
property. The 105 units are spread across nine, two-story 
buildings. Each unit consists of two bedrooms and one 
bathroom totaling 700 square feet. The property was first 
built in 1963 but has recently been renovated. The 
exterior renovation has been completed with all new 
dual pane windows installed in 2020, new cedar fencing, 
second floor decking and control gates done this year. 
Interior renovations have begun but are not complete. 58 
of the 105 units are renovated with new open floorplans, 
electric and plumbing, granite countertops, appliances, 
and wood flooring. The remaining units would be 
renovated during the investment period to complete the 
interior renovation. Currently, the property is about 86% 
occupied with near 100% collections. Throughout the 
pandemic, collections remained over 90% which support 
this low-risk investment. All utilities are included in the 
rent. Tenants are mostly blue-collar residents who 
average at least 5 years at the property and work in the 
surrounding area.   

Thesis 

We believe this property is a great investment because of 
the population growth occurring in the Dallas area, the 
relaxed public health restrictions in Texas, and the value-
add opportunity available through continuing to renovate 
the interiors of the units. Dallas has one of the lowest 
unemployment rates in the country at 4.7% and is one of 
the leading states in job growth at 9.5%. With the 
increased presence and relocations of multiple corporate 
giants in the city, we believe that new residents will be 
attracted to the city. Also, household income will grow, 
allowing for prime tenants to occupy the space. Texas was 
one of the first states to reopen and end pandemic 
restrictions. With businesses able to operate at full 
capacity, Texas is attracting many new businesses and 
residents. Along with this, fully functioning businesses 
ensures residents are working and able to afford their 
rents. Furthermore, by continuing the plans to renovate 
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the remaining 45% of units, we believe that we can not 
only add value to the property overall but can expect a 
growth in monthly rent per unit. Through the renovation 
of the kitchens, bathrooms, bedroom, and minor exterior 
cosmetic changes, we believe this property will be prime 
housing for tenants looking to live in the city. 
 
Multifamily Overview 

We are bullish on this property type because of the 
growth of the multifamily asset class, its quick recovery 
from the pandemic, and the growing demand for 
multifamily units. During the first three quarters of 
2021, multifamily sales have accounted for $178.5 
billion. Quarter three alone reached $78.7 billion in 
sales, a new record for quarterly sales. Total sales 
volume for 2021 is expected to reach new highs above 
pre-pandemic levels. Investors have been increasingly 
investing in multifamily properties with 40.8% of all US 
commercial real estate investments in Q3 being in 
multifamily properties. Investor presence will continue 
to grow forcing cap rates to compress. Currently, 
multifamily cap rates sit at about 4.7% in the US, with 
lower cap rates seen in major markets. The strongest 
performing markets over the past year are mostly located 
in the Sunbelt with Dallas, Atlanta, and Phoenix in top 
spots. The national average vacancy for Q3 2021 was at 
5.8% with a forecast to decrease to 5%. Rents grew 
5.9% in Q3, a record quarterly increase, and 3.1% since 
2020. The high rent growth and low vacancy rates allow 
for larger profits for investors. 

Demand for multifamily properties is forecasted to 
continue increasing over the coming years. Demographic 
changes are a major reason for increased demand. Baby 
boomers are downsizing their living accommodations 
DQG�DJLQJ�PLOOHQQLDOV�DUH�PRYLQJ�RXW�RI�WKHLU�SDUHQWV¶�
houses. Along with demographic shifts, many workers 
are returning to the office for work generating higher 
demand near CBDs. The rising cost to purchase and own 
single-family homes is also a contributing factor to 
increasing multifamily demand. This rising demand will 
continue throughout the next few years and allow for 

 

'DOODV�0DUNHW�2YHUYLHZ 

:LWK�WKH�UHERXQG�RI�WKH�PXOWLIDPLO\�
PDUNHW�VXUJLQJ�WKURXJKRXW�WKH�FRXQWU\��
ZH�VHH�D�KRW�PDUNHW�WKDW�LV�SULPH�IRU�
LQYHVWPHQW�LQ�'DOODV��7H[DV��7KH�
PDUNHW�LV�VHHLQJ�D�SURPLVLQJ�DQQXDO�
JURZWK�UDWH�RI������IRU�WKH�FRPLQJ�
\HDUV��7KH�FXUUHQW�DVNLQJ�UDWHV�LQ�
'DOODV�DUH�ZHOO�DERYH�WKH�FXUUHQW�
PDUNHW�DYHUDJH�DW�DSSUR[LPDWHO\�
�������SHU�XQLW�FRPSDUHG�WR��������
UHVSHFWLYHO\��$GGLWLRQDOO\�ZLWK�WKH�
LQFUHDVHG�GHPDQG�ZH�DUH�VHHLQJ�D�KLJK�
VXSSO\�EHLQJ�GHYHORSHG�ZLWK�RYHU�
�������XQLWV�LQ�WKH�SLSHOLQH�WR�EH�
GHOLYHUHG�LQ�WKH�QH[W�WZR�\HDUV��7KLV�
LQFUHDVH�LQ�GHPDQG�LV�DOVR�
DFFRPSDQLHG�DW�D�YHU\�KHDOWK\����
YDFDQF\�UDWH�WKDW�ERDVWV�D�JURZLQJ�
VWURQJ�PDUNHW�WKDW�VKRZV�QR�VLJQV�RI�
VORZLQJ�GRZQ� 
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increased rent growth year-over-year allowing for 
multifamily investments to generate large returns.  

Relaxed Restrictions  

Texas was one of the first states to reopen and remove 
COVID-19 related restrictions. The mask mandate was 
lifted in early March and businesses were allowed to 
operate at 100% capacity. By November 2021, 54.2% of 
the state was fully vaccinated against Covid-19. The 
Governor issued an executive order in October 
preventing any entity from forcing an individual to get 
vaccinated, whether they are an employee, customer, etc. 
The Governor also ordered that schools could not put in 
place mask mandates, but a federal judge overruled this 
ban and now it is up to local governments. With 
extremely relaxed Covid-19 restrictions, Texas has 
become a very appealing place for businesses as well as 
residents. During the pandemic many people and 
businesses left places with strict covid restrictions like 
New York and Los Angeles and headed to Texas. This 
increase in residents decreases the vacancy risk for 
multifamily investors. Big businesses entering the state 
also created new jobs and lowers the unemployment rate. 
With businesses being fully operational for months now, 
people are back to work. Unemployment for the state is 
at 5.4% which is lower than the long-term average and 
has been on the decline for months. Life is nearly back to 
pre-covid ways and people are going about their normal 
lives. As most people are back to work, they are 
generating regular incomes and therefore able to pay their 
rents. The relaxed covid restriction in the state which 
ensures residents are earning incomes, decreases 
collection loss risk for investors and ensure residents will 
be able to afford their rents and the rent increases.  

 

 

 

 

 

 

Value Add Renovation 

The Property currently has 55% of its 
units renovated and we propose that we 
finish the remaining 45%. Although, 
the upfront cost of the renovation 
through capital expenditures will be 
large for the first two years, we expect 
the renovations to not only add value to 
the property but directly to the units via 
rent growth. With an increase in rent 
growth, and visually updated 
appearance in both the interior and 
exterior, we expect the property to 
attract a vast number of tenants who are 
looking to move to an advantageous 
submarket. The rent growth from the 
nonrenovated units to the renovated is a 
promising 43%.  
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Location and Demographics 

The subject property is located in Northeast Dallas in a 
residential neighborhood called Plano. The property is 
close to different modes of transportation and work hubs. 
Dallas Fort Worth International Airport is located about 
30 minutes away. Downtown Dallas is around 20 minutes 
from the property and the nearest DART train stops are 
under one mile away. Interstate 635 is very close to the 
property allowing for quick access to other major cities. 
7KH�SURSHUW\¶V�ORFDWLRQ�DOORZV�IRU�D�JUHDW�LQYHVWPHQW�GXH�
to its proximity to a large workforce and allowing for 
residents to be close to all necessities.  
 
The demographics in the surrounding area are very 
DGYDQWDJHRXV�IURP�DQ�LQYHVWRU¶V�VWDQGSRLQW��7KH�PHGLDQ�
household income approximately $56,000 and a median 
age of 33 years old. While these numbers may appear low, 
coupled with a very healthy growth rates, 6% for 
household income and a 1.2% decrease in age, this boasts 
a positive outlook in terms of a stable and positive 
cashflow from tenants. Especially with growing 
employment in several industries across the state such as 
professional and business services, and leisure 
hospitality, we believe this will result in a tenant 
population with good credit and job security. 
 

Risks 
1. Significant Renovations and Capital Expenditures 

The overall estimated price of renovation per unit 
around $25,000. This is a significant amount of money 
being put into the remaining 48 units that would not only 
require lots of labor and materials but to move around 
our current tenant base. We would have to transition 
them to a vacant renovated unit which means a 
substantial increase in monthly rent for them. This is a 
potential negative side effect as some tenants may not be 
willing to take part to do so and worst-case scenario may 
move out causing vacancy to rise. However, this risk can 
be mitigated through possible concessions or finding 
new tenants for the space which would not pose much of 
an issue. 
 

3RSXODWLRQ�*URZWK�ZLOO�'ULYH�'HPDQG 

Dallas is a growing market in not only 
multifamily housing, but for population as 
well. The current trend of companies 
relocating to the city is one that will 
continue to persist with the newfound 
norm brought on by the pandemic. Several 
Fortune 500 companies such as 
ExxonMobil, McKesson, AT&T, and 
American Airlines are headquartered in 
the city. Their presence is sure to attract 
many people for jobs and businesses deals. 
Additionally, AECOM will begin its 
migration there in the coming months. 
This will cause the already growing job 
supply to increase even more bringing 
unemployment down and household 
income up. The property being in Plano, 
Texas allows for a comfortable distance 
from the city but also permitting the 
flexibility for commuting. All in all, the 
booming population growth, and attraction 
of companies will cause people to move 
towards opportunity and the low cost of 
living that Dallas, specifically Plano can 
provide. 

2 1 

3 

��
��

��
��

 

����������� 



 
1 2 7 0 8  S c h r o e d e r  R d ,  D a l l a s ,  T X  A c q u i s i t i o n  P r o p o s a l              
 

November 30, 2021  Niko King & Livia Coelho 
 

Page 5 

 
2. Increase of Single-Family Homebuying 

The Covid-19 pandemic created a huge shift in residential 
renters and buyers. People began moving away from 
renting and instead purchasing single-family houses. 
With the spread of Covid-19 and the increase in stay-at-
home orders around the country, purchasing a home 
became very enticing. As offices, restaurants, malls, etc. 
closed, people began leaving the big urban cities to 
purchase homes in the suburbs. Many decided to end their 
leases and instead purchase a home with more space and 
less shared amenities. Record low interest rates made 
home buying more feasible for many. 30-year fixed rate 
mortgage rates were in the mid 3% at the start of 2020 and 
ended the year in the mid-to-upper 2%. These record low 
rates offset the huge jump in home prices and allowed 
homebuying to continue. This increase in home buying 
poses a threat to this investment which relies on renters. 
With more people purchasing homes, vacancy rates and 
rent collections could drop. While this is a risk, the current 
shift back to the office and continued rise in home prices 
will bring renters back to the market. In secondary urban 
markets like Dallas, which are seeing great population 
growth, people will continue renting due to low supply of 
homes. Single-family homebuying is a risk to this 
investment but the ongoing shift back to pre-covid ways 
of life will ensure renters stay in the market. 

 
3. Rising Construction Costs and Labor Shortage 
Over the past year and a half, the construction industry 
has seen some of the highest increases in costs ever 
recorded. This, coupled with the labor shortage in the 
industry poses a risk to this investment. Total 
construction costs grew by 4.51% so far this year and is 
expected to be up to 6% by the end of the year. An 
increase of 4-7% is forecasted for 2022. Of the increase 
in construction costs, material costs have taken the 
biggest toll. Average material prices grew 23% in a year. 
Lumber and steel saw the greatest increase with up to 
40% higher prices this year. A labor shortage has also 
caused issues in the construction industry. The lack of 
labor has been the biggest reason for project delays this 
year. Both of these factors pose a threat to this 
investment but labor, which is the biggest issue, is 
recovering. Employment levels in the construction 
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industry are now nearing pre-pandemic levels. Along 
with this, the renovation that would take place at the 
subject property are not complicated and do not require 
much of the more expensive materials. The renovations 
are much simpler and more feasible than a new 
construction, which would be greatly affected by 
construction costs. While the rising construction costs 
could pose a threat to the investment renovation plan, 
this investment would still be profitable without 
completing the renovations, through achieving higher 
rent growth in the growing Dallas market. 
 
Model Assumptions 

For out model, we assumed a 4% exit cap rate which is 
reasonable for the hot Dallas Market. We also assumed a 
3.5% rent growth, which is what is being seen in Dallas 
currently and can be sustained due to population growth. 
Our model also includes $1.2 million of Capex in Year 0 
to finish renovating the units.  
 

Rent Roll 

 

Pro Forma 
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