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La Eace: San Francisco Housing Rents
Climbing Faster Than Most Know
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By Roh La Eace

Az of late, it seems the only things hotter than our home sales market is our rental
market—and of course our San Francisco Giants! Whowould have thought a yvear
ago that the Giants would be facing the Detroit Tigers in the World Series? Or that
rents would be up by as much as 19 percentyear-over-year in San Francisco.

But are they?

Depending on the source, and the
types of properies used to generate
the data—anly large apartment
complexes versius more inclusive
sources that include single-family
home rentals, for instance—you can
find awide range of estimates about
rent increases in the city in the last
12 months. Some indicate that rents in San Francisco are up considerably more
than is being reported.

Gathering data on rental prices is always a hit more difficult than gathering sales
price data. The kultiple Listing Service, for example, does not collect significant data
on rental rates. There are some private companies that gather data from larger
apartment buildings across the nation and sell those statistics. The probilem with
that data iz it often doesn't include 3 1ot of data from the actual marketplace such as
stmaller aparment complexes, single-family homes or individually owned condaos,

But, there is a third-party Web site called wanasevalgro com created by apartment
investors in San Francisco. Accarding to claims on the site, they import rental data
fram Craigslist daily. You can search by neighborhood or do a citewide search, and
ywou can search by unit size (studio, one hedrooms, etc).

Cne thing we must understand about Craigslistis that it can be a bit of 3 wild west
for online advedisement. | know for a fact that some landlords post bogus rental ads
to test demand, for instance. Also, you will see some ads duplicated. Additionally,
Craigslist simply shows what a landlord was asking; it does not show the unit's final
leased price.

The“algro site, although very helpful, also does naot allow you to conduct
comparisons between similarh-sized units. You can't see what units in the same
huilding are renting far from one year to anather ar compare anly two-bedraam units
that range from 1,000 square feet to 1,300 square feet, for example. And you cannot
compare units that do have parking ar allow pets to ones that don't. As an example,
an apartment that has parking and allows a dog could lease for $500 a manth mare
than a comparahle unit that does not.

mMost statistics published in The San Francisco Chronicle or other sources showw
rents in San Francisco up amawhere from 8 percent to 14 percent from 2011 to 2012,
The numbers from valgra.cam show the following:

City Wide Stats
Unit Size 2011 2012 Percent Change
Studio £1.,900 2,400 26%
One Bedroom 52,400 $2,750 14.5%
Two Bedrooms 3,400 4,250 28%
Desirable Heighborhood Stats
Linit Size 2011 2012 Percent Change
Studio £2,100 2,600 23.8%
One Bedroom 2,700 3,200 18.5%
Two Bedrooms §4,200 5,100 21.8%

The San Francisco rental marketis a curious animal. [tis partially governed by the
invigible hand of free-market capitalism and parially heavily regulated by
government oversight. "Sorme rental units in San Francisco and most single-family
homes and condominiums may not be regulated for purposes of rent increases.
These units can have their rent raised at the discretion ofthe landlord. Ifthe rent is
raised maore than 10 percent, the landlord must give G0-days' notice, however" said
attorney Daniel Barnstein, who specializes in landlord-tenant lavw

"on the other hand, multi-unit apartment complexes in the city that received their first
permit of occupancy hefore June 13, 1979, are subject to rent control, " he zaid.

Each wyear, the Citv and County of San Francisco Rent Board determines what
percent that regulated landlords are entitled to raize the rent. 5o, we can see how
nat all rental prices in the city can move at the pace that demand would tolerate, and
as crazy as our rental market seems right now, it would probahly be crazierif a
greater share of rentals in the city were priced closer to market rate. (Bornstein
cautions—righthy—that before raising rents landlords should consult their ouwn
attorney ar a legal specialist on the cit's ordinance to be certain they are operating
within the law)

Within this context, the most curious fact revealed by the statistics from Valgro is the
significant jump inthe cost of studio units. Salaries clearly hawe not kept up with the
rental boom. | daon't know too many falks who are earning 25 percent more than they
did last year. Jobs have sprouted here as g result of the technology boom and other
industr groswth, but some of the young folks moving here for entry-level positions are
not making hig dough. They are seeking housing on the lower end of the budoet,
anhd this has clearly balstered demand.

Az statistics never tell the whole storg | contacted Laura Gray, one of the leasing
specialists at my brokerage, Paragon Real Estate Group, =0 | could hearwhat she
helieves iz really going on in the rental trenches. She, too, had recently pulled data
from Craigslist and her numbers were similarto those | found: Rents are up 15
percentto 28 percent.

"As an example, a typical one-hedraam in SoMa or Pacific Heights last October
would have leased for §2,800. They are now renting for $3,400," she said. That's a
nearly 22 percent increase. "And the studio and one-bedroom rande is on firel s
naot uncommon to have a mob of interested pardies waiting for a rental open house
with applications and checks in hand when the leasing agent arrives " she said.

The high-end sector is alsoin transition. From 2009 through 2011, there simply was
naot much dermand for high-rent single-family homes, she said. That changed in
2012, Gray said she has inked sevaral §7,000 5 maonth to $8,500 5 month leases
this year for clients, mostly tenants from outside the United States.

Atthe same time, the lack of housing in the lower-rent range is pushing more
roomimate farmation, she said. When two people orthree people get together, they
get a larger home, with maore amenities, and a rent that is tvpically around §1,500 a
person to §1,800 a person—a win-win for some, although it can't be funwhen you
are hoping to have a romantic dinner with your sweeetie and your flat mate is plaving
Mintendo Wii tennis in the living room with three pals!

Lastly Gray commented that she has seen a noticeable slow down in rentals since
Labor Day—and prices have dropped a bit accordingly, But, she found no reason to
think that the trend line would not resurme its previous upward course shorhy, So, by
all estimations, it appears that out here in the wild west it will rermain a story of the
fuick and the apartment-less.
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