An Urgent Message from Neil Fjellestad
November 15, 2008

               Client and Manager Alert: As the managing partner of a nationally respected consulting and training company with industry clientele in more than 60 metro markets located in 29 states it is hoped that my perspective can add value to our efforts at FBS to serve San Diego rental owners. Since August I have spent 8 weeks in the field and have had dialogue with dozens of industry executives and over 150 onsite professionals. In addition, I have resided in rental properties during this period and personally interviewed hundreds of existing and potential renters and conducted “blind shops” posing as a leasing prospect at over 25 apartment communities. 

               The purpose for the hands-on techniques is so my long-term industry experience is always reconciled with updated expertise on current conditions. In this manner our advice is found to be reliable especially when we must anticipate market shifts and make uncomfortable recommendations. 

               What we examine includes specific market trends, sources and quantity of leasing traffic, leasing closing rates, renewal closing rates, rental pricing and incentives. 

What we found and what we are advising our clients: 

· Leasing traffic has slowed everywhere for all property types, dramatically (drops of 40-60% compared to the same period in 2007 are common).
·  These potential new tenants are EXTREMELY price/value oriented and after location is determined they will continue to shop around for price as well as pristine conditions.
· Existing residents are resistant to a long term renewal, rental increases and want property improvement and/or some incentive to renew.
· These conditions have called for unbudgeted incentives and value- pricing in order to reduce nagging vacancies (a minimum of 10-15 % reduction in rent).
· In addition, all leasing specialists and managers must attend to the details of the showing; every vacant property needs to be in good repair, modern appliances and flooring, clean and freshly painted throughout. 
· Everything about the property, the competition and neighborhood must be known and presented in a professional manner. 

· Consistent follow-up by the leasing specialist with every existing and potential lead is mandatory.
· All of these conditions (especially the traffic) will probably continue to get worse before improving.
· Right now is the best chance to rent a vacant and/or accomplish a pending renewal through February 2009. 
· Pull out all stops right now because if you don’t an additional 60 day vacancy is likely.

Remember, the number of days rented is always more important than the rental rate when maximizing your revenue (drop the rent enough to get more days rented). 
Final Note:

               Though this advice might be hard to take for our San Diego rental owners they should also be aware that there is some good news on the horizon. As a reduction of military personnel in the Middle East takes place, San Diego’s home military numbers will increase and they will be renters vs home buyers. Also, San Diego has numerous infrastructural and public construction projects in the pipeline. These projects are most likely to get financial assistance from a new federal government anxious to promote this kind of economic stimulus. Both of these factors should help us fill up rental vacancies and perhaps raise rents by the second or third quarter (s) of 2009. 
