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SUMMARY
Staggering price increases over the past seven years 

would naturally lead one to conclude that the multifamily 
market is in a bubble. Yet the fundamentals backing 
these increasing property values are solid across the 
board. Unemployment is low, vacancy is low, demand is 
high, and new product is struggling to keep up – the list 
goes on.  But beyond these standard indicators are other 
noteworthy trends impacting the rental market and, in 
turn, the value of multifamily investments.  
One example is the Colorado Springs single family real 

estate market.  The average sales price of a house last 
month was a staggering 15.1% higher than the same time 
last year, reaching a new record of $340,594.  This buying 
craze has made multiple offer scenarios a new norm in 
Colorado Springs.  In fact, a residential agent mentioned 
that a recent listing of his received 33 offers in the fi rst 48 
hours!  The result for apartment owners?  Many renters are 
discovering how taxing it can be to get excited about a 
new house, scramble to write an offer, and lose out to the 
competition repeatedly.  After going through this process 
numerous times, some of these hopeful homeowners are 
getting worn out and simply opting to remain in the rental 
world until the frenzy slows. 
Stock market volatility is another trend pushing 

investment dollars toward real estate.  In addition to 
signifi cant index devaluations over the past three months, 
a news commentator recently put things in perspective 
in the following fashion: the S&P 500 has seen end of day 
upward or downward swings exceeding 1% an amazing 
17 times already in 2018.  By comparison, those same 
swings occurred only 8 times in all of 2017.
All of the above factors are helping drive our rental 

MULTIFAMILY Statistics
2017 Q4 2018 Q1

Rent $1,004 $1,017
Vacancy 5.9% 6.2%
Number of Sales 22 10
Average Price/Unit $144,000 $182,840
Median Price/Unit $74,500 $86,450
Under Construction 2,141 2,198
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 ► 12 month absorption was -462 units; look for this to go
 up as the weather warms 

 ► The average rent rate increased 1.3% in 18Q1, as
 compared to -0.7% in 17Q4 

 ► The average vacancy rate increased to 6.2% in 18Q1;
 was 5.9% in 17Q4 

 ► No new construction deliveries this quarter; several
 hundred expected in the second quarter 

HIGHLIGHTS

Every year, CoStar Power Broker Awards celebrate the top 
CRE fi rms and brokers in their respective markets.

Top Sales Firms 2017
Olive Real Estate Group, Inc.
Previously awarded in: 2013, 2014, 2016

Top Sales Broker 2017
Stuart Sloat
Previously awarded in: 2014, 2016

...continued on the back page
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• According to U.S. News & World 
Report, Colorado Springs was ranked 
as the 2nd Best Place to Live in the US
 
• The study looked at data that 
indicated the health of the job market, 
affordability, quality of education, commute time, crime, and 
growth of the area
 
• Highlights include overall desirability of 10/10, relatively low 
cost of living, and plenty of recreation and entertainment 
options 

• Check out the full report at 
 https://realestate.usnews.com/places/colorado/colorado-springs 

MULTIFAMILY RENT & SALES

Key Statistics

The Multifamily Investor

Property Name Address Sales Price # Units Sale Date
Vue21 4610 Nautilus Peak Vw 80924 $77,600,000 322 3/30/2018
The Willows at Printer Park 2205 Willow Tree Grove 80910 $41,000,000 20 3/29/2018
Casa Del Rey Apartments 1320 Potter Dr 80909 $6,557,000 83 3/29/2018
Courtyard on Willamette 2625 E Willamette Ave 80909 $3,350,000 40 3/29/2018
Downtown Square Apartments 425-431 E Willamette Ave 80903 $2,625,000 30 3/27/2018

405 Saint Vrain Place 80904 $1,025,000 12 3/27/2018
311 University Dr 80910 $385,000 5 2/20/2018

1602 S Wasatch Ave 80905 $292,349 6 2/21/2018

2018: Second Quarter Sales

Vacancy, Asking Rent & Rent Growth
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***Disclaimer*** Some fi rst quarter sales may not be recorded at time of publishing and are not listed

• Interest Rates On The Rise
* 10 Year Treasury up 24.9 basis points from 
January low; rate hikes on the horizon

• Employment 
* Colorado Springs Metro unemployment 
has risen 1.3% since hitting a low of 2.5% 
twelve months ago. February saw a drop 
of 0.1%. What will be the trend moving 
forward?

• I-25 Proposed Widening 
* A decision will likely be made this Spring 
on a federal grant that would enable 
the state to fi nish widening I-25 from 
Monument to Castle Rock.

• New Construction 
* Several hundred units slated  for 
completion in the next few months.

WHAT TO LOOK FOR in Q2 2018 COLORADO SPRINGS 
2nd Best Place to Live



Since the use of cost 
segregation studies was 
formally validated by the US 
Tax Court on July 24, 1997, 
more and more investors 

(along with their CPAs) have come to accept there are real 
advantages in what a cost segregation study actually does. At 
that time, the singular benefi t was to kick the proverbial can of tax 
liability down the road. It is a simple idea. Taxes that are deferred 
until some distant future date can be used today for investment. 
In certain cases, these taxes can even be effectively eliminated. 
At a minimum, most people can see that moving an asset from 
a 27.5-year depreciation period to a fi ve or 15-year depreciation 
period is a good thing.

In fact, regulations issued over the past fi ve years have added 
reasons for segregating assets into different (and shorter) tax class 
lives. These advantages fall into a few basic areas:

• Tax deferral through shorter depreciation periods
• Increased ability to expense rather than capitalize

 signifi cant costs
• Write-off of assets removed during renovations
• 100% bonus depreciation on qualifying purchases
Also, consider that many of these advantages can be applied 

retroactively on property acquired many years ago and, without 
amending previous tax returns. There are no red fl ags or increased 
audit risks in doing this.

Here are just two examples of common profi les for multi-family 
owners and how cost segregation might be applied in each one.
Existing Property Long Term Hold

Let’s assume someone owns a property for 10 years with no 
signifi cant improvements over that time or planned for the future. 
In this scenario, the owner was entitled to depreciation, which they 
did not take. So, the purpose of a cost segregation study is to ‘look 

back’, calculate what they could have taken, and have them 
‘catch up’ what was missed.

For each $1,000,000 in depreciable basis, the owner of a typical 
garden style apartment would see an immediate deduction of 
$164,667 with a cost segregation study as opposed to a deduction 
of $36,364 without one.
Property with Renovations

Regardless of whether a property was just acquired or has been 
owned for some time, in order to maintain appropriate rental levels 
and cash fl ow, at some point it will need renovation of the interior 
and maintenance of the building’s exterior, grounds etc.

Under the ‘old’ rules, major renovations were required to be 
capitalized and we received no credit for things that were thrown 
away in the process. However, under the rules that have been 
evolving over the last couple of years a detailed cost segregation 
study can potentially provide the information needed to pass 
certain IRS tests that allow the owner to expense rather than 
capitalize those costs. For costs that must still be capitalized, such a 
study may even provide the information needed to write off assets 
that were removed and yet not fully depreciated.

In many cases, this could mean expensing more than 50% of 
your total renovation costs.

Does this mean every commercial and multi-family property 
owner should have a cost segregation study completed, of 
course not. However, dismissing the idea without considering 
the possibilities could cost an owner tens or even hundreds of 
thousands of dollars.

MULTIFAMILY CONSTRUCTION & OLIVE TRANSACTIONS
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Guest Article - Should A Multi-Family Owner do Cost Segregation? Yon Regan © 2018
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Property Name Address # Units Complete
Springs at Allison Valley 11320 New Voyager Heights 300 12/2018
Crowne at Cordera 6896 N Powers 276 5/ 2018
Crowne at Briargate Grand Cordera Pkwy 272 6/2018
Elevation Apartments 4637 Asher Heights 272 8/2018
The Overlook at Interquest 11124 Cedar Glen View 243 5/2018
Watermark at Briargate 9915 N Union Blvd 243 6/2019
Copper Range 7535 Copper Range Hts 240 12/2018
333 ECO 333 E Colorado Ave 172 6/2018
La Bella Vita Phase II 4986 Amarosa Heights Dr 146 4/2018
22 Spruce 22 Spruce St 46 4/2018

UNDER CONSTRUCTION

PROPOSED

Yon Regan is a speaker, 
educator, and contributor 
to industry publications 
and Senior Director of 
Training and Business 
Development with Bedford 
Cost Segregation.

For additional information 
contact: Frank Rotunda
(719) 229-6905
frotunda@bedfordteam.com



Economy
Colorado Springs Multi-Family

Source: Moody’s Analytics

YEAR OVER YEAR JOB GROWTH

DEMOGRAPHIC TRENDS

1 yr GrowthCurrent Level

Colo Spgs U.S.Colo Spgs U.S.Demographic Category

10 yr Growth Forecast Growth

Colo Spgs U.S. Colo Spgs U.S.

Population 327,403,320732,571 1.5% 0.7% 1.7% 0.8% 1.3% 0.7%
Households 125,743,844278,408 2.0% 0.8% 1.4% 0.8% 1.8% 1.1%
Median Household Income $60,267$67,640 3.6% 3.5% 1.9% 1.6% 2.3% 3.0%
Labor Force 161,332,214343,226 3.6% 0.8% 0.9% 0.5% 1.6% 0.8%
Unemployment 4.1%3.3% 0.2% -0.5% -0.2% -0.1% - -

Source: Moody’s Analytics

POPULATION GROWTH

Source: Moody's Analytics

LABOR FORCE GROWTH INCOME GROWTH

4/5/2018
Copyrighted report licensed to Olive Real Estate Group - 912813.

Page 15

Demographic Trends

 

102 N Cascade Ave, Suite 250
Colorado Springs, CO  80903
t. 719.598.3000   f.719.578.0089   
www.olivereg.com

THE MULTIFAMILY INVESTOR

Stuart Sloat
stuartsloat@olivereg.com

Adam Rezner
arezner@olivereg.com

WHY Use a Local Broker?
Working with a local broker adds valuable insight to help maximize your 
investment dollars.  An inside track on developments in the commercial real 
estate market, fi rst-hand knowledge of troop deployments and insight on 
job growth are just a few of many things that have substantial impacts on 
investment property in both the short and long term.

RECENT APARTMENT LISTINGS

Smokey Trail Apartments
Limon, CO 80828

• $3,300,000
• 38 Units
• Proforma Cap Rate: 7.57% 
• Proforma Cash on Cash: 10.72% 
• Recent capital improvements including roofs,
 exterior paint, windows
• Town of Limon responsible for snow removal on street
• Newly renovated interiors

Downtown Square
425-431 E Willamette Ave

Colorado Springs, CO 80903

• $2,625,000
• 30 Units
• Walking distance to Downtown, Colorado College
• Over $350,000 of recent capital improvements include
 stairs, roof, and furnaces
• Upgraded units

Foothills West
720 Melany Ln

Colorado Springs, CO 80907

• 35 Units 
• Close to schools
• Minutes from Downtown
• Large units

SOLD

Under Contract

To learn more about the Colorado Springs market or to receive a free Broker 
Opinion of Value or Financial Review, Call Us at 719-598-3000
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Under Contract

market into new territory despite rising interest rates. A good example of this 
is Vue21 Apartments, located on the far north side of Colorado Springs.  This 
322-unit Class A property recently set a record per-unit price at a whopping 
$241,000.  Naturally, this leaves us with the perpetual question of whether 
this is a good time to buy or a good time to sell?  Values are well into record-
setting territory, but for now the fundamentals are there to back them up.

...Cont. Summary from Page 1

Please contact us with any questions or comments about multifamily investments 
in the Colorado Springs market.

NEW LISTING
110 El Paso Blvd

Manitou Springs, CO 80829

• Price:   $565,000
• Building Size:  3,165 SF
• Zoned:  C-R1

• Completely remodeled
• Call for details
• 4-7 Units




