
T
he stars appear to be lining up in favor of a bull run in 

the seniors housing sector. Exclusive results from a study 

conducted jointly by NREI and the National Investment 

Center for the Seniors Housing & Care Industry (NIC) shows that 

respondents are optimistic on their outlook for the sector. Market 

fundamentals are expected to continue to improve and most believe 

that capital will be readily available for acquisitions, refinancing and 

new construction. Those factors are helping to fuel investor appetites 

for additional seniors housing properties. 

Money 
Magnet
Growing demand, occupancies stoke investor demand 

for seniors housing properties.

by Beth Mattson-Teig

Illustration by Shane McGowan
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Meeting Client Needs in a 
Changing Environment

Tom Goodsite is a managing 

director with Prudential Mortgage 

Capital Company.  In this role, 

he is responsible for growing and 

expanding Prudential’s leadership 

position in senior housing lending.

Q. What is the most 

important message you would 

like the senior housing market to 

know about Prudential Mortgage 

Capital Company?

A We are one of the top lenders 

in the commercial mortgage 

market. Prudential Mortgage 

Capital Company was responsible 

for $15.8 billion in fi nancing in 

2013— with 25 percent of our 

total production coming from 

agency originations.  We have been 

a consistent and active lender in 

senior housing since 1991 having 

lent $487 million in the space last 

year and over $1.6 billion over the 

last three years. We bring a lot to 

the table, off ering our clients unique 

products and unparalleled assets.

QWhat are your thoughts 

on the “value-added” strategies 

we are seeing in the market, 

specifi cally, the investor/developer 

trend to buy older, existing, 

properties in need of modest 

renovations or add additional 

memory care wings in order to 

make them more competitive 

with newer properties?
Tom Goodsite
Managing Director
Prudential Mortgage 
Capital Company

A Th ere are many properties in 

the market in need of moderate 

renovation or expansion. Here at 

Prudential Mortgage Capital, we 

began to see these opportunities a 

few years ago in the multifamily 

space, and while we have always 

selectively provided construction 

or repositioning loans, in 2013 we 

launched our Expanded Agency 

Gateway Program, essentially 

a  bridge lending program for 

apartments. It off ers low-rate, 

interest-only, non-recourse 

fi nancing for moderate renovations. 

We are currently looking to expand 

this program to include senior 

housing loans to better address the 

fi nancial needs of our clients within 

that segment of the market. Typical 

loan terms are two-to-three years 

with extension options available.

Q How is Prudential 

Mortgage Capital addressing 

the changing dynamics in the 

marketplace?

A Changing market trends have 

led to a decline in the number 

of senior living property owners 

seeking debt. Th at has decreased 

supply of product available to 

fi nance. Nevertheless, Fannie Mae 

and Freddie Mac increased 2013 

production in seniors to $1.6 billion 

and $900 million respectively 

relative to their 2012 production 

of approximately $1.2 billion 

and $650 million. Additionally 

Prudential Mortgage Capital’s GSE 

and general account production 

volumes have steadily increased 

during the last three years to more 

than $15 billion for 2013. 

Q How has Prudential 

Mortgage Capital Company 

diff erentiated itself in the market?

A Th e real strength of 

Prudential Mortgage Capital 

is the broad range of products 

that we can off er our clients. 

Our suite of products ranges 

from traditional Fannie Mae and 

Freddie Mac to FHA, conduit, 

and other proprietary programs 

across all asset classes and property 

types. In 2013, we provided loans 

on senior living properties ranging 

from $5 million to our largest 

senior living transaction of over 

$200 million on a prestabilized 

portfolio of assets.

Our strategy is to provide the 

fi nancial resources our clients 

need, whether it’s a bridge loan to 

add value to an existing building, 

a refi nance, or funding for new 

construction, Prudential Mortgage 

Capital understands that each 

client has diff erent needs. Our job 

is to listen and fi nd the solution 

that “green lights” their next 

project. 
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WE GET  I T.  DONE .
prudentialmortgagecapital.com 

1-888-263-6800

© 2014. Prudential Financial. Prudential and the Rock logo are registered service marks of The Prudential Insurance 

Company of America and its affiliates.

PRUDENTIAL MORTGAGE  

CAPITAL COMPANY

WE GET  

SENIOR HOUSING.  

DONE. 

Senior Housing deals often require senior-level thinking. Prudential 

Mortgage Capital Company has the expertise your deal needs.

With decades of experience and working relationships offering  

a wide range of capital sources, we have the flexibility to deliver  

a full range of solutions. 

We listen, learn, and use our knowledge to structure deals that 

work. That’s why we get Senior Housing. Done. 
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purchase seniors housing assets with a 

limited amount of competitively priced 

and stabilized properties available for 

acquisition. “In my estimation, if there 

were more viable assets available for 

purchase it could surpass the buying 

frenzy we experienced before the real 

estate meltdown in 2008,” says Carriero. 

For every facility Carriero brings to the 

market, he is attracting 30 to 40 inter-

ested buyers within the first week. 

Buyer demand grows

Nearly half of survey respondents (45 

percent) said they plan to buy more 

seniors housing properties over the next 

12 months, while 40 percent plan to 

hold and only 15 percent plan to sell 

property. 

Certainly, REITs have been an 

active acquirer of seniors housing 

properties. “This has been a very 

aggressive growth period for us for 

the last four to five years,” says Charles 

J. Herman, Jr., an executive vice presi-

dent at Toledo, Ohio-based Health 

Care REIT Inc. and president of the 

company’s Seniors Housing and Post-

Acute division. Last year, the company 

completed $5 billion in acquisitions 

and that pace has continued into 2014. 

The company completed $1.4 billion 

in acquisitions during the first half of 

the year and had a flurry of new deal 

announcements in August that totaled 

a further $1.5 billion. For example, the 

company recently announced plans to 

 “Every day there are more and more 

people getting into the marketplace,” 

says David Rothschild, an executive 

vice president and leader of the CBRE 

National Senior Housing Group in San 

Diego. REITs, public and private equity 

firms, and foreign investors are all chas-

ing acquisition opportunities. There is 

a tremendous amount of capital in the 

marketplace; the demographics of an 

aging population are setting the stage 

for overwhelming demand; and new 

development remains in check. Added 

to that is the fact that seniors housing 

yields are very attractive compared to 

some other asset classes. “Couple that 

with the fact that we have become 

more of an acceptable core asset, and 

the level of activity is very strong,” says 

Rothschild.

Seniors housing property sales 

reached $15 billion last year, according 

to data from Real Capital Analytics. 

The majority of respondents to the 

joint survey expect the pace of activ-

ity to meet or even exceed that level 

in the coming 12 months. Nearly half 

of respondents (49 percent) expect the 

volume of seniors housing property 

sales transactions to increase over the 

next 12 months, while a nearly equal 

amount (46 percent) expect transac-

tion volume to remain about the same. 

Only 5 percent expect investment sales 

to decline.

“It appears that investors in other 

asset types are seeing the benefit of 

the baby boomer demographic aging 

into the seniors housing market-

place, thereby making the decision to 

include seniors housing in their real 

estate portfolio,” says Ken Carriero, 

CCIM, a senior vice president and 

national director of the Colliers 

International Seniors Housing Group 

in Clearwater, Fla.  

That existing and new interest in 

the sector is fueling stiff competition 

for acquisitions. There are more inves-

tors and owner-operators seeking to 

Seniors Housing

“In my estimation, 

if there were more 

viable assets available 

for purchase it could 

surpass the buying 

frenzy we experienced 

before the real estate 

meltdown in 2008.” 
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Extenuating Factors
The state of the U.S. housing market and U.S. economy in general have had 
the biggest impact on occupancy rates at seniors housing facilities.

State of the U.S. 
housing market

State of the U.S. 
economy

New competing 
facilities

Rental discounts/

incentives

To what extent have each of the following factors affected the occupancy 
rates at seniors housing facilities in the past six months?

n Significant impact = 5       n 4       n 3       n 2      n Not at all=1

16% 46% 24% 8% 6%

11% 36% 33% 13% 6%

4% 20% 35% 32% 9%

13% 49% 29% 7% 2%

Base all respondents (number of respondents varies from 213–214)

Sources: NREI, NIC
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Capitalizing  
on new 
opportunities
Over $44 billion in capital raised  
for real estate clients in 2013. 

This is what KeyBank Real Estate Capital means 

when we talk about superior execution. With 

proven expertise and senior banker talent, we 

have led the industry in providing strategic real 

estate solutions to our clients.

Key’s fully integrated fnancial platform, seamless 

team approach and consistent delivery set us 

apart in meeting clients’ complex business needs:

•  On balance sheet fnancing (corporate fnancing 

and project fnancing)

•  Permanent mortgage fnancing (Fannie Mae, 

Freddie Mac, FHA, CMBS, investor placement)

• Equity and debt capital markets solutions*

• Loan syndications

• Primary, master and special servicing

• Cash management

Let us put our expertise to work for you.

To learn more contact:  

Michael Lugli, Healthcare Real Estate Finance, at 216-689-0851 or

Carolyn Nazdin, Healthcare Mortgage Banking, at 202-452-4912

Visit key.com/rec 
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U.S. Census Bureau. Seniors housing 

also was one of the best-performing 

asset classes during the financial cri-

sis and has very favorable risk-return 

characteristics. “I think people have 

really begun to understand the great 

fundamentals in the business,” Lori 

Wittman, senior vice president of cap-

ital markets and investor relations at 

Ventas Inc. in Chicago.

According to NIC data, the occu-

pancy rate for independent living 

properties and assisted living proper-

ties averaged 90.5 percent and 89.0 

percent respectively during the second 

quarter of 2014. Independent living 

occupancy increased by 0.3 percentage 

points, while assisted living occupan-

cy decreased by 0.1 percentage points 

compared to the prior quarter. The 

occupancy rate for independent living 

is now 3.7 percentage points above 

its cyclical low, while the occupancy 

rate of assisted living is 2.4 percentage 

points above its low point, according 

to NIC. 

Survey respondents predict contin-

ued improvement in core fundamen-

tals. An overwhelming majority (88 

percent) predict an increase in rents, 

while 81 percent anticipate a rise in 

occupancies over the next 12 months. 

However, the expected change is mod-

est compared with the sector’s recent 

history. Respondents expect occupan-

cies to climb 37.5 basis points and 

rents to improve 46.5 basis points. 

acquire HealthLease Properties REIT 

and its 53-property portfolio for $950 

million. 

“There is a lot of capital flowing into 

the sector, and it has been that way for 

a couple of years,” says Herman. Seniors 

housing has been one of the top per-

forming asset classes on the NCREIF 

Property Index. Also, there are great 

demographics and there is a shortage of 

good product for seniors, he adds.

The competition is putting pressure 

on cap rates. Although nearly one in 

three respondents (39 percent) expect 

an increase in cap rates in the coming 

12 months, the majority of respon-

dents expect cap rates to decline fur-

ther (28 percent) or remain the same 

(33 percent). 

Cap rates in primary markets have 

been hovering in the 7.0 to 7.5-percent 

range, while cap rates in the secondary 

markets are in the high 7 percent to low 

8 percent range, notes Carriero. For 

example, he recently brokered the sale 

of a 200-bed independent living and 

assisted living facility in upstate New 

York. The class-C property sold for $10 

million and a cap rate of 7.9 percent.

Occupancies notch gains

The seniors housing sector weath-

ered the recession well compared to 

other property types and it continues 

to have a strong outlook thanks to 

favorable demographics. The nation’s 

65-and-older population is expanding 

and projected to reach 83.7 million in 

the year 2050, almost double the 2012 

level of 43.1 million, according to the 

Seniors Housing
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Ample Funds
REITs, Fannie/Freddie and HUD are considered to be the most significant sources of 
debt capital for the seniors housing sector. 

To what extent are each of the following a source for seniors housing  
debt capital?

n Ample source of debt capital (rating=8, 9 or 10)       

n Moderate source of debt capital (rating=4, 5, 6 or 7)       

n Limited source of debt capital (rating=1, 2 or 3)       

46% 41% 13%

36% 44% 20%

35% 45% 20%

29% 57% 14%

29% 49% 22%

29% 55% 16%

21% 58% 21%

17% 66% 17%

REITs

Fannie/Freddie

HUD

Institutional 
lenders

Local/regional
banks

National banks

Life insurance 
companies

Pension funds

Respondents believe 

that the state of the 

U.S. housing market 

and U.S. economy have 

had the biggest impact 

on occupancy rates 

at seniors housing 

facilities over the past 

six months, while rental 

discounts/incentives 

have had the least 

impact. 

Base all respondents (number of respondents varies from 190-203)

Sources: NREI, NIC
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Introducing the new 

YARDI Senior Living Suite
TM

 
Game changing innovation.

Discover the Yardi Senior Living Suite

The senior living industry’s only platform combining innovative solutions for every phase of community management 

and resident care. From mobile sales and marketing tools to revenue maximizing financial analytics and ACO-compliant 

electronic health records, the Yardi Senior Living Suite can streamline your business through one, real-time,  

cloud-based system. To learn more, call 800.866.1144 or visit www.yardi.com/SeniorLivingSuite.

Yardi Voyager® Senior Housing

Yardi eMAR™

SENIORCafé™

Yardi EHR™

Yardi Procure to Pay™

Yardi eLearning™

Yardi Orion™ Business Intelligence

Yardi Senior CRM™

Yardi Payment Processing™
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Seniors Housing

Historically, rental rates have increased 

at a rate on par with inflation. During 

the second quarter of 2014, the rate 

of seniors housing annual asking rent 

growth accelerated to 2.0 percent from 

1.7 percent in the prior quarter, and was 

0.2 percentage points below its pace one 

year earlier during the second quarter 

of 2013. 

Occupancies are forecast to rise even 

with an uptick in new construction. 

NIC expects occupancies to continue to 

improve over the next 12 months with a 

70 point basis point jump in independent 

living facilities. Meanwhile, NIC projects 

occupancies to rise 30 basis points at 

assisted living facilities. The lower rate of 

growth is due to more new supply com-

ing online in that property type.

“We’re about two-thirds of the way 

recovered in terms of occupancy,” says 

Chris McGraw, NIC senior research 

analyst. Occupancies peaked at 91.5 

percent in 2007. McGraw expects the 

market to still be about 100 basis points 

away from the peak by second quar-

SENIORS HOUSING   |    MEDICAL OFFICE BUILDINGS   |   HOSPITALS   |   SKILLED NURSING FACILITIES   |   VENTASREIT.COM

Reliable, Customized Capital 
Solutions to Meet Your Needs 

Sober Expectations
While interest rates for seniors housing are expected to increase over the next 
12 months, loan-to-value ratios, risk premiums and debt coverage ratios are 
expected to remain the same.

How do you expect the following aspects of financing for seniors 
housing to change in the next 12 months?

n Increase     n Remain the same     n Decrease       

59% 38% 2%

29% 63% 8%

24% 58% 18%

16% 75% 9%

Loosen 27% No Change 49% Tighten 24%

Interest rates

Loan-to-value ratios

The risk premium

Debt service coverage ratios

How do you expect underwriting standards to change over the next 12 months?

Base all respondents (number of respondents varies from 203–211)

Sources: NREI, NIC
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Seniors Housing

ter 2015. Ultimately, that means more 

potential upside for existing owners and 

investors. 

Respondents believe that the state 

of the U.S. housing market and U.S. 

economy have had the biggest impact 

on occupancy rates at seniors housing 

facilities over the past six months, while 

rental discounts/incentives have had 

the least impact. Nearly two-thirds of 

respondents believe the state of the U.S. 

housing market has had a strong impact 

on the seniors housing market over the 

past six months. All told, 64 percent of 

respondents rated the impact as a 4 or 

5 on a 5-point scale with 5 represent-

ing significant impact and 1 being no 

impact.

Construction remains 
modest

Recent development activity has sparked 

some concern about how the added supply 

of new product will impact absorption and 

occupancy rates. Current construction as 

a share of existing inventory for seniors 

1-800-499-0933

www.propelinsurance.com 

“Any insurance company can 
be there at 2 pm on Tuesday.
I want the one who’ll be 

there at 2 am on Saturday…”

When the unexpected happens, every second matters. 

That’s why Propel has a dedicated team of claims 

experts ready to respond 24/7. We’ll be there right away 

to help you with your immediate needs and get your 

claim underway. And we’ll stay involved throughout 

the process, making sure things happen quickly and 

effciently, so you can get back to business fast. Find out 

more at propelinsurance.com

Find your momentum. 

Recreation

Senior Living

Real Estate

Construction

Education

Banking

Manufacturing

Transportation

Employee Benefts

Looking Bright in the Sun Belt
The South and West regions are viewed as the most strongest regions by 
seniors housing operators. 

South/Southeast/
Southwest

West/Mountain/
Pacific

East

Midwest/East 
North Central/

West North 
Central

How would you rate the strength of the market fundamentals in each  
of the following regions for the seniors housing sector?

n Attractive (rating = 8, 9 or 10)     n Neutral (rating = 4, 5, 6 or 7)       

n Unattractive (rating =  1, 2 or 3)            

41% 56% 3%

39% 60% 2%

21% 77% 3%

40% 58% 2%

Base all respondents (number of respondents varies from 176-191)

Sources: NREI, NIC
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Capital flow widens

Similar to the broader commercial real 

estate market, both debt and equity 

sources have become more aggressive 

in pursuing seniors housing loans over 

the past few years. That is especially 

true as it relates to winning business 

from top-tier owner-operators. For 

those borrowers that have that proven 

history, there tends to be more options 

out there in terms of additional lend-

ers and more flexibility on how loans 

are structured, notes Cary Tremper, 

managing director at Greystone, a lead-

ing apartment and healthcare mortgage 

provider based in Dallas.

More than half of survey respon-

dents expect to see an increase in the 

availability of both debt and equity cap-

ital over the next 12 months. Overall, 

55 percent of respondents believe that 

the availability of debt will improve fur-

ther, while 35 percent expect no change 

and 10 percent expect it to tighten. On 

the equity side, 52 percent of respon-

dents predict an increase in availability, 

while 41 percent expect no change and 

7 percent think access to debt financing 

will tighten.

One of the factors that has helped to 

improve liquidity in the seniors housing 

sector in recent years is a greater focus 

on improving transparency. Groups 

such as NIC and the American Seniors 

Housing Association (ASHA) have done 

a good job of educating the lending 

market and the institutional equity mar-

housing was at 3.2 percent in second quar-

ter, according to NIC. The majority of 

construction occurring is in the assisted 

living and memory care sectors. In fact, the 

construction volume for assisted living is at 

5 percent of current inventory. 

At face value, it does look like con-

struction is at an elevated level, especially 

considering that assisted living construc-

tion peaked at about 3 percent during the 

last development cycle, notes McGraw. 

For example, Houston has 1,200 assisted 

living units under construction—more 

than 10 percent of the total construc-

tion pipeline of 10,500. The short list of 

most active construction markets also 

includes New York City, Dallas, Austin 

and Boston, among others.

Respondents were split on their 

views of how new competing facilities 

are impacting the market, with nearly 

half (47 percent) saying the new facili-

ties have had at least some impact. One-

third of respondents were neutral in 

their opinions and a further 21 percent 

believe the new competition has had 

little or no impact.

Most investors are looking beyond 

construction numbers as a percentage 

of inventory to get a clear picture when 

analyzing investment opportunities. 

“You have to really look at it market by 

market and really peel back the onion,” 

says Wittman. It is also important to take 

into account the growth in the market, 

existing occupancy and the type of prod-

uct being built, she adds.

The majority of respondents (73 per-

cent) expect to see construction starts 

increase somewhat or significantly over 

the next 12 months, while 21 percent 

expect it to remain the same and only 

6 percent predict a decline. Of those 

respondents that do expect an increase, 

about one in three expects the new con-

struction to result in overbuilding.

“We did see construction accelerat-

ing through last year, but the last few 

quarters, construction starts did slow 

down a little bit,” says McGraw. The 

overall construction pipeline has actu-

ally declined since the third quarter of 

2013. “It is too soon to tell if construc-

tion is going to come back, but it has at 

least tempered a little bit from where it 

was going,” he adds.

Seniors Housing
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Gauging the Pipeline
The majority of respondents expect to see an increase in seniors housing construction 
starts over the next 12 months. Of those respondents, more than one in three expects 
the new construction to result in overbuilding.

If you expect an 
increase, do you 
expect it to result in 
overbuilding?

No

61%

Yes

39%

What is your outlook for the 
construction starts of seniors 
housing units over the next 
12 months?

21%

22%

5% 51%

Increase 
somewhat

Increase 
significantly

Remain the same

Decrease somewhat

Decrease 
significantly

<1%

...the lender pool is 

continuing to grow 

as lenders, much like 

investors, look to 

expand or diversify 

portfolios with seniors 

housing properties. 

Base for chart on left: all respondents (215)
Base for chart on right: respondents who expect an increase (157) Sources: NREI, NIC
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LCS does it right.  

Exceptional lifestyle  

for seniors.
John Mark Ramsey, President and CEO 

Sentio Healthcare Properties, Inc.

Joel Nelson  |  Executive Vice President  |  Chief Development Offcer

Capital Square  |  400 Locust Street, Suite 820  |  Des Moines, Iowa 50309-2334

515.875.4616  |  LCSnet.com

 

LCS understands the senior living industry—and what investors 

are looking for. We offer capital investments, fnancing strategies, 

joint ventures, partnerships, and more.

In the last year alone, we’ve partnered with Harrison  

Street Capital, Walton Street Capital, Newcastle Investment Corp.,  

Sentio Healthcare Properties, and other frms in a number of 

multiple-community rollouts. Give us a call to see how the LCS 

investment strategy can complement yours.

LCS Investment Facts:

• 42 investment interests in operating communities

• 10 investments in development-stage projects, more  

in the pipeline

• Invested over $55M to date with capacity to grow

The Delaney at Georgetown

Georgetown, Texas
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of interest only, says Tremper. “There are 

probably more bells and whistles today, 

but the fundamental underwriting is 

still extremely strong,” he adds.

Respondents are divided on their 

expectations for underwriting stan-

dards, as 27 percent expect looser stan-

dards while 24 percent expect tighter 

standards and 49 percent expect no 

change. However, most respondents 

expect key factors such as loan-to-value 

ratios, risk premiums and debt coverage 

ratios to remain the same in the coming 

year. The majority of respondents (75 

percent) expect debt service coverage 

to remain the same, 16 percent expect 

an increase and 9 percent believe there 

will be a decrease. 

Leverage that is currently at 70 to 

75 percent for most borrowers also is 

not likely to change significantly in 

the coming year. Nearly two-thirds of 

investors (63 percent) expect loan-to-

values to remain the same, while 29 

percent expect an increase and 8 per-

cent predict a decrease.

Given the fact that interest rates have 

enjoyed an extended stay at near-record 

lows, it is no surprise that respondents 

expect interest rates to climb higher 

in the coming year. More than half of 

respondents (59 percent) anticipate that 

interest rates will increase over the next 

12 months, while 38 percent believe 

rates will remain the same and 2 per-

cent predict a decline.

Lenders are already building in more 

ket, notes Tremper. “There also are a 

number of lenders out there who want 

to diversify their real estate lending, and 

this is one way to do it,” he says. 

Historically, the largest sources of 

capital for permanent financing have 

been Fannie Mae and Freddie Mac, 

while HUD has played a key role in pro-

viding financing on skilled nursing and 

assisted living facilities. Those three still 

command a lot of loyalty from borrow-

ers due to their history and consistency 

in providing capital to the industry. 

REITs, Fannie/Freddie and HUD are 

considered to be the most significant 

sources of debt capital for the seniors 

housing sector. Nearly half of respon-

dents (46 percent) believe that REITs 

provide ample debt capital, followed by 

Fannie/Freddie at 36 percent and HUD 

at 35 percent.

However, the lender pool is con-

tinuing to grow as lenders, much like 

investors, look to expand or diver-

sify portfolios with seniors housing 

properties. For example, Greystone 

has typically shopped its permanent 

loans to Fannie, Freddie and HUD 

for the best pricing and terms. “Now 

you’re seeing that competition has 

gone to a new level where you are get-

ting quotes from life companies and 

even CMBS in addition to Fannie and 

Freddie,” says Tremper. Commercial 

banks also are willing to do more five-,

seven- and 10-year terms for seniors 

housing, he adds.

Lenders compete for 
deals

While interest rates remain near historic 

lows, the increased lender competition 

is having some impact on loan terms. 

As it relates to permanent loans, lend-

ers are using perks such as interest only 

periods and flexibility in pre-pay to win 

deals. For example, a couple of years ago 

a lender might have put a permanent 

loan in place with amortization starting 

from the very first day. Now lenders are 

offering top borrowers two to three years 

Seniors Housing
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Transactional Velocity
While nearly half of respondents expect the volume of seniors housing property sales 
transactions to increase over the next 12 months, the majority expect the time to close 
to remain the same. 

What is your outlook for the 
property sales transactions 
volume over the next 12 months?

How do you expect the 
time to close seniors 
housing property 
transactions to change 
over the next 12 months?

5%

46%

49%

72%

12%

16%
Increase

Decrease

Remain the 
same

Faster

Slower
Remain the 
same

Independent living 

facilities in particular 

are closely tied to the 

single-family housing 

market. Some seniors 

stayed in their homes 

longer until property 

values recovered and 

they were able to 

sell their homes in an 

improved market.  

Base for chart on left all respondents (215)
Base for chart on right all respondents (157) Sources: NREI, NIC
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Seniors Housing

of a “cushion” into their underwriting for that interest rate risk, 

both on the equity side and on the debt side, notes Tremper. 

“You can’t think that interest rates are going to stay the same as 

they are now in 12 or 24 months,” he adds. 

Investors look coast-to-coast

Although investors and lenders alike tend to focus on properties 

within the top 30 MSAs, demand for seniors housing proper-

ties remains widespread across the country. During the reces-

sion, markets such as Las Vegas, Phoenix and Florida were hit 

hard due to the severe drop in the single-family home market. 

Independent living facilities in particular are closely tied to 

the single-family housing market. Some seniors stayed in their 

homes longer until property values recovered and they were able 

to sell their homes in an improved market. But markets across 

the country from California to the northeast are strong and even 

Florida is once again a sought-after market, says Rothschild.

Respondents were asked to rate each of four regions on the 

strength of market fundamentals for the seniors hous-

ing sector. Respondents who currently operate in each 

location are more likely to see their region as the most 

favorable for new investment. As such, 70 percent of those 

in the South/Southeast/Southwest see the region as attrac-

tive. The same is true for respondents in the Midwest/East 

North Central/West North Central (68 percent), West/

Mountain/Pacific (67 percent) and East (63 percent). 

Investors often follow seniors to the Sunbelt region of 

the country. That being said, many operators are willing 

to consider a variety of different regions. For example, the 

New York metro has provided to be a great market for 

Ventas. Approximately one-fourth of the NOI from the 

company’s seniors housing operating portfolio consists of 

properties in the New York metro, which has very good 

population density and demographics and high barriers 

to entry.

Ultimately, the abundant capital in the market and 

strong demographics will continue to buoy investment 

sales in the seniors housing sector in the short term. 

“There has always been demand for our asset class. But it 

is clearly increasing and there is definitely a lot of compe-

tition,” says Wittman. 

Despite the increased competition, buyers such as 

Ventas are continuing to find ample buying opportunities 

as more operators realize that now is a good time to sell. 

For example, the company announced in June that it would 

acquire American Realty Capital Healthcare REIT for $2.6 

billion. The portfolio includes medical office buildings, 

as well as 29 seniors housing communities. “The seniors 

housing market is still a pretty fragmented market and 

while there has been a lot of activity, there is still a lot of real 

estate held in smaller company and private operator hands 

that could continue to come to market,” adds Wittman.  ❚

Methodology: The seniors housing study is based 

on a survey of 233 respondents conducted in July and 

August. Respondents’ firms represent various facets 

of the commercial real estate industry, from owners, 

managers and developers to lenders and financers. 

Over half of respondents hold a senior management 

position within their firm. Respondents are most likely 

to be a seniors housing owner, operator or developer (44 

percent), while 25 percent provide financing or financial 

services to the sector.
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Ultimately, the abundant capital in the market and strong 

demographics will continue to buoy investment sales in the seniors 

housing sector in the short term. 
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Originally created to provide capi-

tal to startup companies, online 

investing has grown so successful that 

it’s starting to hit the seniors housing 

market, with first crowdfunded seniors 

housing project breaking ground this 

year in Bloomington, Ind.

To boost the online investing, 

Congress passed a collection of bills 

in early 2012 called the Jumpstart Our 

Business Startups Act, or JOBS Act, 

which exempted or altered a number of 

investing laws for crowdfunding. While 

some parts of the act have not yet been 

implemented due to SEC concerns, 

other sections, particularly Section II, 

have allowed firms, including real estate 

companies, to advertise to raise capital 

from accredited investors.

The seniors sector is somewhat late to 

the crowdfunding party, since the office, 

industrial and retail sectors have already 

enjoyed successful crowdfunding deals. 

For example, Los Angeles–based Realty 

Mogul recently raised $1.5 million for 

Kittridge Hotels and Resorts to help 

finance the Hard Rock Hotel in Palm 

Springs, Calif., and helped JOSS Realty 

Partners with its $26.8 million purchase 

of the 150,100-sq.-ft. Georgetown Plaza 

office facility in Washington, D.C.

Mainstreet, one of the largest devel-

opers of seniors properties, may be the 

first seniors property company to dunk 

its toe in the crowdfunding waters by 

raising money for its new seniors care 

facility in Bloomington, Ind. Mainstreet 

also followed the JOBS Act requirement 

to solicit only from accredited investors.

Through a partnership with Portland, 

Ore.–based CrowdStreet, Mainstreet 

was able to expand upon its usual mar-

keting campaign by running television 

commercials and Web advertisements—

the types of solicitation that were tra-

ditionally forbidden with private place-

ment funds. Scott White, executive vice 

president with Mainstreet, says his firm 

raised more than $1.6 million in three 

weeks for its 66,197-sq.-ft., 100-suite 

Seniors Housing Lending
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Cary Tremper 469-221-2939
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Bloomington seniors housing project. 

The investors are projected to earn a 

14 percent annualized yield, with 10 

percent paid quarterly and a 4 percent 

special distribution when the project is 

complete in May 2015, White says.

“Normally our projects are about 

$15 million to $16 million, which is 

usually raised completely with private 

placement, but we’ve decided to experi-

ment with different ways to raise capi-

tal,” White says. “I think we’re the first 

seniors housing company to use the 

crowdfunding platform, and it worked 

really well.”

Usually, it takes longer to raise $1 

million for seniors housing, says White, 

due to advertising rules and contacts 

restricted to private placement inves-

tors. “I think seniors property is a great 

candidate for crowdfunding, because it’s 

compelling,” White says. “Everyone has 

a relative who has had to use a nursing 

home, they know how these old facilities 

are and being a part of improving the 

model generates massive interest.”

White says Mainstreet looks for-

ward to alterations of the JOBS Act that 

would allow the firm to gain funding 

from any investor, but he’s not sure the 

strategy will replace all current equity 

methods. “I think it’s too early to know 

how much we’ll use crowdfunding,” 

he says. “We’re very pleased with the 

response we got, and while we’ll still 

seek funds through traditional means, 

this will definitely be a tool in our belt 

going forward.”

According to Jilliene Helman, CEO 

of Realty Mogul, private placement 

investing traditionally required hitting 

the country-club circuit, finding high-

net worth individuals through friends 

and family contacts. But through web-

site marketing, education and software 

tools, the crowdfunding concept greatly 

expands the borrower’s reach to many 

more people who can participate, she 

says. Realty Mogul operates as a conduit 

through a broker-dealer.

“Investors can sign up for an account 

and, all while still online, read about the 

business, do the entire transaction cost  

and even sign the legal documents,” 

Helman says. “Plus you can track your 

investment using the online tools. You’ve 

got the 1,000-ft. view of the investment 

all in one place. Nothing has really 

changed about the properties involved; 

it’s the process that’s different.”

Crowdfunding for seniors housing 

also presents some challenges, Helman 

says. For instance, it costs money to 

remain in compliance with the regula-

tions and advocate for legislative chang-

es. Also, while institutional participation 

might be limited to 100 or so investors, 

crowdfunding brings a much higher 

multiple, perhaps 11,000 or so individual 

investors, each of whom brings his or 

her own concerns to the table.

Nonetheless, Helman says she 

believes crowdfunding for property is the 

wave of the future.  “I can see traditional 

real estate syndication being replaced 

by crowdfunding,” she says. “The ability 

to invest online provides a much more 

transparent investment experience.”   ❚
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Priced out or willing to sacrifice? 

Seniors are now more likely to 

want to retire in a big city, but less likely 

to be able to afford it.

It’s been known for some time that 

the baby boom will directly lead to an 

increase in the numbers of elderly resi-

dents in the United States. What still isn’t 

known for certain is where these seniors 

will want to live. Different theories are 

still being debated, including whether 

seniors will want to remain in the sub-

urbs or join the urbanization movement, 

selling their homes and moving into big 

city high-rises with shops and public 

transportation nearby.

That is, assuming the seniors can 

even get into the city. Recently, the AARP 

(the American Association of Retired 

Persons) released a poll it conducted 

in 2013 with New York City seniors. 

According to the study, 35 percent of the 

1.3 million soon-to-be seniors already 

say it’s extremely likely they will move 

out of New York City to retire. Another 

29 percent said it’s “somewhat likely,” 

leaving only 34 percent saying they are 

sure they will remain in the Big Apple.

One of the big reasons to leave, the 

seniors said in the poll, is that they think 

they’ll be priced out of over-55 rental 

housing. More than half of the seniors 

surveyed said they don’t believe that 

there will be enough affordable housing 

available by their retirement.

Rodney Harrell, director of livable 

communities and lead housing director 

for the AARP, says affordability is a huge 

problem in some markets. A few large 

cities such as Washington, D.C., have 

already canceled waiting lists for seniors 

rentals because the lists just got too large, 

he notes. “There’s this perception that 

seniors are all wealthy, that they own 

their homes outright and they’ve saved 

for retirement,” Harrell says. “Many 

haven’t gotten ready, especially in the 

lower-income groups. There are huge 
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housing-cost issues ahead.”

He says cities need to ensure that they 

are planning enough affordable housing 

options for their residents, or at least 

when building new housing ensure that, 

if it had to be, the building could be 

converted or used by seniors. Universal 

design elements, such as a zero-step 

entrance and bedrooms all on the first 

floor, could be another way to meet the 

coming tide, Harrell says. “It’s an effi-

ciency play. It’s going to happen sooner or 

later, the market will demand it,” he says.

Manny Gonzalez, a principal with 

Santa Monica, Calif.–based seniors hous-

ing design firm KTGY, says he’s not sure 

that any city could do enough to make 

enough affordable housing available for 

the coming wave. The firm renovated the 

1,100-unit Angelus Plaza in Los Angeles, 

and had more than 4,200 applications. “It 

seems like every time one of the afford-

able senior apartment communities we 

design opens up, it is leased up almost 

immediately,” Gonzalez says.

According to a study by John Burns 

Real Estate Consulting, even if only 5 

percent of seniors want to live in an 

urban environment, then, out of the 

10,000 people each day turning 65, there 

is still another 500 people who want 

to live in a big city. “Probably the most 

important thing big cities can do to 

keep seniors from leaving, beyond just 

generating more affordable units, is to 

ensure a safe living environment for the 

seniors,” Gonzalez says. “Walking has 

always been the number one activity for 

seniors, and providing a safe, walkable 

city will make urban living more appeal-

ing to that market.”

Harrell agrees, saying that the new 

Millennial push to live in urban areas 

is mirrored by retiring seniors. “They 

want the same things—they don’t want 

to drive anymore, and they need close-by 

restaurants and shopping. However, if an 

area is gentrifying, then the rents will go 

up,” he says.

Richard Lake, a founding partner 

at Washington, D.C.–based Roadside 

Development LLC, says anyone living on 

a fixed income today is having trouble 

because of rising rents. His firm devel-

oped affordable properties locally, such 

as City Market at O and the Hodge on 

7th to try to provide amenity-rich hous-

ing that bases rents on income. “The 

need is great and only going to continue 

to grow as the population ages,” Lake 

says. “Cities not only need to make more 

capital available for affordable housing, 

but must also streamline the process to 

make it much more efficient.”

Bruce Gerhart, regional director 

of Love Funding, says the lack of sav-

ing is what will cause an epidemic of 

seniors being priced out of cities such 

as Washington, D.C., and San Francisco, 

where housing is mostly created for 

20-to-40-year-old careerists. His con-

cern is matched by a recent survey of 

more than 1,003 people by Bankrate.

com, which showed that 36 percent of 

people have no savings for retirement.

“The answer to whether seniors are 

getting priced out in big cities is yes, and 

it’s only going to get worse,” he says.  ❚
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