THE SONOMA COUNTY INCOME PROPERTY REPORT 2018 Q2
Hello Friends,
We hope this report finds you well. If this is the first time you have
received our newsletter, the goal of this report is to provide rental and
sales trend information to Sonoma County income property owners. We
all have unique financial goals and need to make our decisions armed
with the best information available.
RENTAL MARKET
The average Sonoma County (Santa Rosa—Sonoma—Petaluma
—Rohnert Park) effective rent for apartments by the end of the 2nd
quarter of 2018 was $1,681. This represents a quarter-over-quarter
increase of 1.3% and a year-over-year increase of 6.1%. The occupancy
factor for the same period was 97.4%, with an occupancy growth rate
of 6.2%. While this is a Q2 report, it is noteworthy that the Q3 numbers
to date show an effective rent of $1,677.
2-4 UNIT SALES
Sonoma County 2-4 unit sales saw a 22.52% year-over-year increase for
the period ending Q2 2018. Quarter-over-quarter sales saw an increase
of 2.5% for the same reporting period.
CURRENT SNAPSHOT
As of this date there are 65, 2–4 unit properties listed for sale in
Sonoma County. Only 14 of these properties are under contract, with an
average of 104 days on the market. The average list price for the
properties under contract is $824,786, while the average list price for
properties not under contract is $905,008.

Q3 PROJECTION
The market is changing in real time and while we always like to look at
the year-over-year growth rate, it does not tell us what the conditions
are like on the ground. The quarter-over-quarter and current market
snapshot figures get us closer to understanding actual market

conditions. Given the fact that the average sales price during the 2nd
quarter was $817,686 and the average under contract list price for
properties currently under contract is $824,786, reasonable expectations
would tell us that the 3rd quarter of 2018 will likely show an overall
leveling of the market. The average list to sales ratio has been -0.8 over
the last four quarters. If we apply this differential, the average sales price
by the end of the 3rd quarter of 2018 should slightly increase by
approximately .06%. As noted in our prior report, there continues to be
a large differential between the prices of the properties under contract
vs. the properties not under contract. Our last report noted the average
list price of properties not under contract to be close to $1,000,000,
while the current snapshot now shows these properties to be closer to
$900,000. This tells us that while some sellers and agents are starting to
understand and adjust for the changing market, there is still too much
daylight between perceived value and actual value.
CHANGING MARKET CONDITIONS
The days on the market statistics tell an interesting story. The average
DOM for the sold properties during Q2 2018 was 42. The average DOM
for the properties currently in escrow is 104, which represents almost a
148% increase. Often the first signs of a changing market is extended
days on the market. Rising interest rates, coupled with a leveling rental
market and extended days on the market provide evidence that the next
quarter will remain relatively flat. It is our opinion that these numbers
provide evidence that the “Great Seller’s Market” of the last few years is
at a bare minimum paused, but quite possibly in our rear view mirror
altogether. It is important to keep in perspective that a level market is
not at all a bad market. We are back to real estate fundamentals, where
proper pricing, marketing and expertise matter.

AVERAGE CAP RATES YEARLY

QUARTERLY RENTAL TRENDS 2017-2018 QTD
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5+ UNIT SALES
Sonoma County 5+ unit sales saw a year-over-year increase of 16.6% by
the end of the 2nd quarter of 2018. Per the reporting agency Costar, the
quarter-over-quarter sales saw an increase of 10.5% by the end of the
2nd quarter of 2018. The average cap rate for this reporting period was
4.96% on current rents.

While the statute does not clearly define how to calculate the 10%
cap, property owners will need to use their own discretion on a caseby-case basis. It remains our recommendation to err on the
conservative side and when in doubt, contact an attorney for advice.
It is unknown if this statute will be extended past December 4th and
we will continue to report on this matter in future publications.

CURRENT SNAPSHOT
There are presently 11, 5+ unit buildings listed for sale in Sonoma County.
Three of these properties are under contract, with an average days on
the market of 102 and an average list price of $1,781,629. The average list
price per unit for these properties is $242,000. The average DOM for the
8 properties not under contract is 162, with an average list price of
$2,669,998. Several of these properties are non-conforming units in the
Russian River area. When you back these units out, the average price per
unit for the properties not in escrow is $257,000.

MEASURE TO REPEAL COSTA-HAWKINS QUALIFIES FOR
NOVEMBER BALLOT
A statewide ballot measure that would repeal the Costa-Hawkins
Rental Housing Act has qualified for the November 6th ballot. On
June 15th, the Secretary of State’s office confirmed that rent control
proponents had submitted enough signatures to place the repeal
measure before voters in the upcoming elections.

BAN ON PRICE-GOUGING EXTENDED
A reminder to all income property owners that the state of emergency
declared by Governor Jerry Brown has been extended until December 4,
2018. The 10% cap stays in effect for as long as the state of emergency
continues to be in effect.
California prosecutors are taking complains seriously and continue to file
charges against landlords in Sonoma and Marin counties accused of
unlawfully raising rents more than 10% after the October wildfires.

If Costa-Hawkins is repealed, rent controlled cities will be authorized
to apply rent control to single-family homes and new multifamily
housing. They’ll also be able to make rent caps permanent, even after
changes in tenancy.
SANTA ROSA RENT CONTROL UPDATE
The Santa Rosa city clerk has stated that the petition fell short of the
required number of valid signatures needed to place the measure on
the November 6th, 2018 ballot. While this is certainly good news for
anti-rent control advocates, it is likely that we will see the
reemergence of this issue at a future date, especially if Proposition 10
succeeds during the November elections.

5+ UNIT SALES**
TOO NEW
FOR
PHOTOS

Coming Soon Listings
Please call for a list of
our upcoming multiunit properties.

2-4 UNIT SALES**

*Statistical information provided by Costar. ** Information provided by BAREIS.
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WILDFIRES: ONE YEAR LATER
The 2017 fires destroyed approximately 5 percent of Santa Rosa’s housing supply. This temporarily drove up rents, and in turn property values, at a
time when the market was showing signs of leveling. Almost one year later, we still have a few small pockets of the market where investors will pay a
premium, but on the whole the market is deciding that rental upside is limited and the market is vulnerable to a correction. The days of overpricing
and under marketing are over. This is evidenced by extended days on the market and a leveling of values.
Marketing matters, now more than ever. The right marketing campaign, with proper pricing and sometimes strategic repairs are the key to a
successful transaction in this market. As reports of market stabilization (and/or decline) spread, it is important to not to get caught with a listing that
is collecting days on the market. Part of the disconnect that we are seeing is that often residential real estate agents do not understand or have
experience in this segment of the market and are unable to counsel their clients effectively.

Here are a few questions you should consider when selecting an agent:
1. Does the agent have vast experience in this segment of the market? Ask to see a 5-year production report for
properties like yours. Make sure that these numbers reflect their production only, not the office.
2. Does the agent have an understanding of the market? Ask a few pointed questions, which you already know the
answer. Ask about current cap rates for comparable properties, rental and sales trends, price per unit and per foot of
comparable properties. How do your rents compare to market rents? Ask to see some current comps.
3. How will he/she present your property in its best light? In a market where many buyers have more knowledge
than real estate agents, it is important to know how your agent will answer buyer objections. Do a little role-playing
and see how he/she answers your tough questions and maters of negotiation.
4. Ask to see detailed examples of marketing packages. Just listing on the MLS and hoping is not enough. Find out
exactly how he/she is going to market the property and make sure to ask to see sample offering memorandums, with
pro forma income and expense statements.
5. Is the agent just trying to make a commission or does he/she truly have your back, even if it is against their own
financial interests? If you ask items 1-4, you will likely get to this answer.
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Dear reader,
If you are planning on selling your property
sooner or later, Erika and I would appreciate the
opportunity to provide you with an obligationfree comparative market analysis and marketing
proposal. Obtaining the highest possible price
for your property takes careful consideration.
Our market analysis includes an “as is” value, as
well as partially repaired and fully repaired
values. We provide a comprehensive list of
recommended repairs and obtain competitive
bids that will help you achieve the best possible
return on your investment. If a repaired strategy
is pursued, we will oversee all repairs from
beginning to end. We have successfully helped
both our multi-unit and SFR sellers achieve
extraordinary results and hope for the
opportunity to show you how we can do the
same for you. As usual, we are a phone call or
email away if you have any questions. As
seasoned agents we will always have your best
interests at heart.
Thank you for your loyalty,
David and Erika Rendino

Whatever your needs are, always make sure to work with
an expert who has vast experience and a solid track record
in this changing market. There is too much at stake
to use someone who requires on-the-job training.
David & Erika Rendino, REALTORS®
(707) 696-3742
• Income Property Specialist
• Accredited Commercial Professional
• Certified Distressed Property Expert
• Single Family Residence Professional

www.SonomaCountyIncomePropertyReport.com

