MARKETING GRID NARRATIVE AND FORM as of 2-17-99

EVALUATING THE COMPETITION

One of the most useful techniques for evaluating the competition is creation of a marketing grid or using the CHFA Marketing Grid Form.  The goal of the grid exercise is to set rents for the subject property at the level that will maximize its net operating income.  The grid format permits direct comparison of rental rates and amenities at the subject property, i.e. the property manager’s building with the same types of information about the properties that compete with it directly.  On the form, the features or qualities of the apartments to be compared are listed in the left-hand column.  The list should be specific to the comparison being done, including features and amenities present in the subject but not in the competitors and vice versa.  Columns are provided for each of the properties to be included in the comparison.  The subject property is evaluated in the column adjacent to the features list, and competing properties are evaluated in the successive columns to the right.  Note that for each competitor there are two columns, one to describe the features and qualities of the buildings and the other to indicate adjustments to the rent amount-addition or subtraction of a particular dollar amount for each feature.  (Entries in these columns will be discussed later.)  The best marketing grids compare a subject with at least three other properties.  A separate grid should be prepared for each unit type that will be studied and each grid should be dated to provide a ready reference as to when the analysis was done.

COMPARING RENTS

A major use of the marketing grid is for comparison of rents.  A comparison of the rents at competing properties provides an overall understanding of the pricing structure in the neighborhood under study.  The first two rows at the top of the grid are for listing the rents for the previous two reporting periods (historical perspective) for the particular type of apartment at each property.  The third row is the current rent (at the time the analysis is being done).  For comparison purposes, some analysts recommend using rent amounts that are believed to be “typical” for that unit type in the subject property and among the competition.  Alternatively, the “lowest” rent for available units among the competing properties may be listed--we prefer the latter approach.  The purpose of the marketing grid is to capture the current state of the market, and pricing comparisons are essential to this task.  While using the lowest rent does not permit comparison of all rents for all unit types in the market, it does facilitate evaluation of the rents for available apartments.  These numbers are not perfect, but they will provide valuable information.  The key is to be consistent.  The row labeled “concessions” permits listing of specific rent concessions being offered in the neighborhood (e.g., one month free rent on a one-year lease).  The rent per month reduced by the monthly value of the concession is the “effective rent” per month for that unit.  “Effective Rent” is recorded near the bottom of the grid.

COMPARING BUYING FACTORS

The features and qualities listed on a marketing grid will vary according to the manager’s assessment of the “buy” factors he or she believes local prospects consider most important.  These are the desirability or “buy” factors that may be expected to influence prospective renters to (1) choose a particular apartment community and (2) be willing to pay a particular rental differential to obtain them.  Each feature and quality in a property represents a potential “buy” factor that could influence a prospect’s renting decision.  This means that a dollar value can be assigned to the characteristic (in the adjustment column), thereby adding to or detracting from the property’s desirability in the market--and thus changing its monthly rent.  By assigning specific values to the “buy” factors, the property manager attempts to decide how much these factors are worth to the renters in the market.  This is admittedly a subjective exercise.  Regardless of the absolute values of particular features, the adjustment exercise is worthwhile as long as the manager keeps in mind that the adjustments are fairly subjective and that such subjectivity will affect the validity of the results.  When the value of a particular item is uncertain, the wisest practice is to make adjustments in smaller, rather than larger, amounts.

MAKING SPECIFIC ADJUSTMENTS

Because the subject property is being measured against its competition in economic terms, the dollar amounts assigned to various features and amenities will be indicated in the adjustments column as either positive or negative values.  Thus, if the subject property is superior to the competitor with respect to a particular feature or quality, the adjustment for the competitor will be a positive amount; if the competitor is superior, the adjustment for the competitor will be a negative amount.  The various adjustments for each competitor are added together to calculate the net (positive or negative) adjustment to the competitor’s rent.  In short, the rent of each competing unit will be adjusted up or down relative to the subject property in an attempt to make it and the rent it commands more nearly comparable to the subject property.

CALCULATING ADJUSTED RENT AND BASE UNIT VALUE

Once all the “buy” factors have been compared, adjusted rents and base units of value can be calculated.  The “adjusted” rent for each competitor is computed by adding together the positive and negative amount in the “adjustments” column and increasing or decreasing the effective rent by the total.  (Remember, “effective rent” equals contract rent minus concessions amortized or the lease term.  “Effective rent” plus-or-minus total adjustments yields the “adjusted” rents for each competing property).  Once 

the adjusted rent for each competitor is known, the “adjusted rent per square foot” can be calculated by dividing the adjusted rent by the area (square footage) of the 

representative apartment.  Having arrived at these figures, the “base unit of value” for the subject property can be determined.  There are two ways of doing this.  One is to calculate the average adjusted rent for the competition.  The other is to calculate the average adjusted rent per square foot for the competition.  These two values should be entered in the appropriate spaces for the subject property.  The reason for calculating two values is that the average adjusted rent does not include apartment size as a factor that may influence prospects’ renting decisions.  When the average adjusted rent per square foot is multiplied by the area of the unit in the subject property, the result may be substantially different than the average adjusted rent amount.  The “base unit of value” is an accepted means of comparing the effective rent of the subject property with rents of competing properties in the market.  This approach provides a rational basis for evaluating whether the rents set for each apartment type in the subject property are appropriate.

CHFA Marketing Grid Form
PRIVATE 

DEVELOPMENT NAME:                                                                            
CHFA #________________                                                                
TYPE OF UNIT                                                                          DATE OF ANALYSIS ________________                                    
	PRIVATE 
PROPERTY
	SUBJECT
	COMPETITOR 1
	COMPETITOR 2
	COMPETITOR 3

	
	
	
	
	

	MONTHLY RENT AS OF

                   20___  
	
	
	
	

	MONTHLY RENT AS OF

                   20___   
	
	
	
	

	MONTHLY RENT AS OF

                   20___
	
	
	
	

	CONCESSIONS*
	
	
	
	

	ADDRESS
	
	
	
	

	PRIVATE 

	DESCRIPTION
	DESCRIPTION
	ADJ
	DESCRIPTION
	ADJ
	DESCRIPTION
	ADJ

	LOCATION
	
	
	
	
	
	
	

	AGE
	
	
	
	
	
	
	

	CURB APPEAL (1)
	
	
	
	
	
	
	

	SQUARE FEET
	
	
	
	
	
	
	

	BATHS (NUMBER)
	
	
	
	
	
	
	

	PATIO/BALCONY
	
	
	
	
	
	
	

	VIEW
	
	
	
	
	
	
	

	FIREPLACE
	
	
	
	
	
	
	

	WALLPAPER
	
	
	
	
	
	
	

	CARPET
	
	
	
	
	
	
	

	DRAPES/BLINDS
	
	
	
	
	
	
	

	WASHER/DRYER/MICROWAVE
	
	
	
	
	
	
	

	DISHWASHER
	
	
	
	
	
	
	

	DISPOSAL
	
	
	
	
	
	
	

	AIR CONDITIONING (2)
	
	
	
	
	
	
	

	CABLE TV
	
	
	
	
	
	
	

	ELEVATOR
	
	
	
	
	
	
	

	POOL
	
	
	
	
	
	
	

	SAUNA/EXERCISE ROOM
	
	
	
	
	
	
	

	TENNIS
	
	
	
	
	
	
	

	PARTY ROOM
	
	
	
	
	
	
	

	SECURITY
	
	
	
	
	
	
	

	GARAGE (3)
	
	
	
	
	
	
	

	PARKING FEE
	
	
	
	
	
	
	

	TENANT PAYS HEAT
	
	
	
	
	
	
	

	RENTAL RATE
	
	
	
	
	
	
	

	LESS MONTHLY DISCOUNT
	
	
	
	
	
	
	

	EFFECTIVE RENT
	
	
	
	
	
	
	

	ADJUSTMENTS (TOTAL NET)
	
	
	
	
	
	
	

	ADJUSTED COMP RENT
	
	
	
	
	
	
	

	ADJUSTED RENT/SQ FT
	
	
	
	
	
	
	


* Rent concessions on 1 year lease; amount based on monthly rate.
(1) 3 = poor; 4 = fair; 5 = good; 6 = excellent curb appeal

(2) W = wall unit; C = central AC

(3) R = aboveground, open ramp; U = underground parking
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