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When the New York State eviction ban ended in early 2022, class B and C apartment vacancy
virtually disappeared from the Buffalo rental market. Asking rents for vacant apartments in some



cases are up 10%-15% year over year. This is the unintended consequences of the residential
eviction ban enacted in March 2020 designed to protect existing tenants from removal for any
reason during the pandemic that expired in January of this year with some exceptions. Those who
applied for the NYS Emergency Rental Assistance Program cannot be evicted until their case is
heard in court even though funding for the program is not currently available.

The market impact was similar to the effects of rent control laws where protecting people in their
apartments reduces the supply of open apartments and drives rents higher for new tenants. This
attempt to restrict private property rights and repeal the laws of supply and demand didn’t work and
only pitted one group against another. The rental market is recovering as natural turnover returns
and the long-forecasted eviction wave after the ban was lifted hasn’t materialized.

Suburban garden apartments are the preferred class for investment; investors are looking for any
property where improvements can be made, the rents raised, and the value increased. The return
for the investor includes the annual cash flow, plus the additional proceeds received when the
property is sold or refinanced due to the capitalized value of the higher income from apartment
renovations and other property improvements. The annualized total return, referred to as the internal
rate of return, can exceed 15%.

The Green Organization in Amherst paid $4.575 million at a 6.0% cap rate for the 45-unit
Williamsville Court Apartments; in 2020 they paid $13.5 million at a 6.4% cap rate for the 156-unit
Drexel Hill Apartments, also in Amherst. Even at this pricing the Buffalo News reports they will
spend an additional $800,000 on improvements at Williamsville Court and that the Drexel Hill
property is worth 59% more and the rents increased 49% one year after renovations. The Greens
also build new apartments but there is demand for these older, well-built and well-located suburban
complexes available at prices far below what it would cost to build them. Rents can go higher and
still be competitive as their portfolio occupancy is reported at 96%.

The institutional investor market for student housing consists of only the largest 150 campuses in
the country out of the near 8,000 total colleges and universities, so called “Tier 1 markets.” These
big, mostly public, universities have student populations of 10,000 or more and meet the
underwriting requirements of the Fannie Mae dedicated student housing lending facility. These large
non-recourse mortgages are necessary to protect the personal assets of investors in the
management companies that develop and buy these properties. Campuses where these loans and
other similar student housing financing from commercial lenders such as pension funds and
insurance companies can be underwritten defines the institutional student housing market. The
State University of New York at Buffalo, one of four university centers in the SUNY system, with a
student population of 32,000 has attracted this national investor interest. Student Housing Business
magazine reports that 1,230 new beds (the student housing multifamily class counts beds in lieu of
apartments) were under construction in 2021 making it one of the top university markets for new
construction. Student housing occupancies and collection rates were the highest among the
multifamily asset classes during the pandemic.

DMG Investments will build the 481-bed Auden Buffalo in Ciminelli’'s Muir Woods development near



the north campus, the land was purchased for $8.5 million and ACRES Capital has arranged a
$32.5 million construction loan. Landmark Properties sold the 749-bed Station at Buffalo, also near
the north campus, in a $104.1 million joint venture with Blackstone Real Estate Trust to acquire
student housing properties in Tier 1 markets. Multifamily sales in the Buffalo apartment market
totaled $225 million in 2021.
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