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Revenue is the Key

We all look at Occupancy Rates and Rental Rates for
a  sign of  how  a  market  is  doing.  But  how  is  that
market  doing if  the Occupancy Rate comes down a
little and the Rental Rates go up a bit? By combining
the Occupancy Rate and the Rental Rate into what we
call “Revenue Performance” we can see how those two
statistics work together.

First,  we need to  take  out  all  admitted concessions
from the Rental Rates.  This is known as the ‘Effective
Rental Rate’.  When you multiply the Effective Rental
Rate  by  the  Occupancy  Rate,  you get  the  average
Revenue Performance.  The change,  year  over  year,
will give you a better idea of a market’s performance
than looking at any other single number.  It  is entirely
possible for the revenue to increase when occupancy
falls; conversely, it is possible for revenue to fall when
rents increase.  It is also important to understand that
not  all units in the market  were leased at  this higher
rate, so this number shows us what was put into place
over the course of  the year—bottom lines lag behind
but  will  follow  this  pattern  as  natural  turnover
progresses.

2009 was  a  particularly  brutal  year  for  most  of  the
industry.  16 of the 23 markets that ALN tracks saw a
decline in Revenue per Unit (RPU).  Las Vegas got hit
with a decline of 8.5% while Atlanta suffered through a
drop of nearly 7.5%.  In fact, six markets saw a decline
in revenue of more than 5% for the year.

Only Amarillo was able to salvage much from 2009. 
Their  Revenue was up 3.8% that  year  and followed
with a 3.7% growth in 2010.  The only other markets
which were able to show positive revenue growth in
2009 were  all  in Florida,  which had  seen their  drop
occur  well  before  most  of  the  rest  of  the  country. 
Tallahassee,Ft.  Myers/Naples,  Pensacola  and
Melbourne posted a small gain in Revenue for 2009. 
Each of these Florida markets were able to grow even
more in 2010.

In fact, 2010 was much better than 2009 for virtually all
of  ALN's  markets.  21  markets  saw  an  increase  in
Revenue  led  by  Austin which posted  nearly  an 11%
increase.  Both Dallas and Fort Worth also enjoyed nice
gains of 6.6% and 5.9% respectively.  In fact, 6 markets
posted  gains  of  5%  or  greater  and  many  markets
recovered  all  of  the  losses  they  experienced  in 2009
including Austin, San Antonio, West Palm Beach, Tampa,
Fort Worth and Dallas.

(Continued on Page. 3)
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Why does ALN Update Monthly?

Most data providers update their data quarterly. For some, that is often enough.  However, this industry moves way too
quickly and many opportunities are missed when waiting on slow reacting data providers to catch up with your market.
Only ALN can provide you with monthly updated data on 23 markets throughout the southern U.S.
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The four hottest markets, at lease in improvement from
2009 to 2010, were:

1.  Austin:  one of  the hottest  markets in the country,

Austin may slow down a bit as the State of Texas deals
with a projected $24 billion shortfall over the next two
years.  As  the  capital  of  Texas,  they  might  take  a
bigger hit than other areas of the state, but they are so
hot right now that no one is likely to notice if it slows a
bit!

2. Dallas: a remarkable turnaround in one year.  Expect

Dallas  to  break ground on a  lot  of  new  units  soon. 
8000 starts is not out of the question and although that
is very low historically, it is double the starts of the last
two years and would very likely lead the nation in this
category.

3. Atlanta: this market is the sleeper right now.  Having

been beat up in 2009, even the locals here are reluctant
to see this recovery for  what  it  is.  The turn-  around

occurred  in  early  2010  but  the  typical  4
th
 Quarter

slowdown sent shockwaves through the market.  2011
looks awfully bright for Atlanta.

4. Fort Worth: recovered everything they lost in 2009

and  then  some.  Will  not  have  nearly  as  much
construction as Dallas, so expect occupancy and rental
rates to see significant improvements over the next two
years.

Honorable  Mention  (and  our  second  “sleeper”):
Phoenix.  Has seen some great improvement over the
past  18 months  or  so  and  looks  to  be  healing  from
some devastating times over the past few years.
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