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Appraisal Transmittal and Certification 

March 30, 2018 

Jyllian Bradshaw 
Legal Counsel 
The Dayton Board of Education 
115 South Ludlow Street 
Dayton, OH  45402 

RE: Appraisal of Special Purpose - Former Public School known as Former Longfellow Alternative 
School located at 245 Salem Ave., Dayton, Montgomery County, Ohio  45406 

NKF Job No.:   734-2018-0048 
 

Newmark Knight Frank ï Valuation & Advisory has prepared an appraisal of the market value 
of the referenced property presented in the following Appraisal Report.  

Summary of the Subject Property 

The subject is an existing special purpose - former public school property containing 75,512 
square feet of gross building area. The improvements were constructed in 1920/1950 and are 
100% vacant as of the effective appraisal date. The site area is 3.7389 acres or 162,866 
square feet.  The subject was occupied by the Longfellow Alternative High School until 
summer 2017. 

Key Investment Considerations 

The top positive (+) factors influencing the subject property are: 
 

 The subject is located within one mile from the Interstate 75/Third Street Interchange and 
approximately 1 ½ miles from State Route 35/South Ludlow Street interchange. 
 

 The subject has good exposure/visibility and benefits from its frontage along Salem Avenue.  
 

The most negative (-) or risk factors affecting the subject property are: 
 

 The subject property is 100% vacant.  
 

 The subject improvements evidenced deferred maintenance including extensive ceiling 
damage from roof leaks, and many areas having water pipes that have burst due to the winter 
weather conditions.  

 
 The subject improvements showed functional obsolescence as the result of multiple additions 

and merging of various building structures. 
 

 The population and number of househoƭŘǎ ǿƛǘƘƛƴ ǘƘŜ ǎǳōƧŜŎǘΩǎ ǎǳǊǊƻǳƴŘƛƴƎ ŀǊŜŀ ƘŀǾŜ 
decreased over the last decade, and is projected to remain flat in the next five years.   
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Subject Conclusion: The subject is in the bottom of the market for the subject due to the 
extensive deferred maintenance, functional obsolescence of its improvements and its location 
in a submarket with a declining population and number of households. 

Extraordinary Assumptions and Hypothetical Conditions

The value conclusions are not based on any hypothetical conditions that may affect the assignment results. A 

hypothetical condition is a condition contrary to known fact on the effective date of the appraisal but is 

supposed for the purpose of analysis. No hypothetical conditions were necessary.

The value conclusions are not subject to any extraordinary assumptions that may affect the assignment 

results. An extraordinary assumption is uncertain information accepted as fact. If the assumption is found to 

be false as of the effective date of the appraisal, we reserve the right to modify our value conclusions. No 

extraordinary assumptions were necessary.

 

Based on the analysis contained in the following report, the opinion of value for the subject is 
concluded as follows 

Value Conclusion

Appraisal Premise Interest Appraised Date of Value Value Conclusion

Market Value Fee Simple February 6, 2018 $230,000
 

The intended use and user of our report are specifically identified in our report as agreed upon 
in our contract for services and/or reliance language found in the report. No other use or user 
of the report is permitted by any other party for any other purpose. Dissemination of this report 
by any party to non-client, non-intended users does not extend reliance to any other party and 
Newmark Knight Frank will not be responsible for unauthorized use of the report, its 
conclusions or contents used partially or in its entirety. 

The appraisal was developed based on, and this report has been prepared in conformance 
with, the guidelines and recommendations set forth in the Uniform Standards of Professional 
Appraisal Practice (USPAP), the requirements of the Code of Professional Ethics and 
Standards of Professional Appraisal Practice of the Appraisal Institute and Title XI of the 
Financial Institution Reform, Recovery and Enforcement Act (FIRREA) of 1989. 
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Certification 
We certify that, to the best of our knowledge and belief: 

1. The statements of fact contained in this report are true and correct. 

2. The reported analyses, opinions, and conclusions are limited only by the reported 
assumptions and limiting conditions and are our personal, impartial and unbiased 
professional analyses, opinions, and conclusions. 

3. We have no present or prospective interest in in the property that is the subject of this 
report and no personal interest in with respect to the parties involved. 

4. We have no bias with respect to the property that is the subject of this report or to the 
parties involved with this assignment.   

5. Our engagement in this assignment was not contingent upon developing or reporting 
predetermined results. 

6. Our compensation for completing this assignment is not contingent upon the 
development or reporting of a predetermined value or direction in value that favors the 
cause of the client, the amount of the value opinion, the attainment of a stipulated 
result, or the occurrence of a subsequent event directly related to the intended use of 
this appraisal. 

7. This appraisal assignment was not based upon a requested minimum valuation, a 
specific valuation, or the approval of a loan. 

8. Our analyses, opinions, and conclusions were developed, and this report has been 
prepared, in conformity with the Uniform Standards of Professional Appraisal Practice, 
as well as the requirements of the State of Ohio.  

9. The reported analyses, opinions and conclusions were developed, and this report has 
been prepared, in conformity with the requirements of the Code of Professional Ethics 
and Standards of Professional Appraisal Practice of the Appraisal Institute 

10. The use of this report is subject to the requirements of the Appraisal Institute relating 
to review by its duly authorized representatives. 

11. As of the date of this report, Kelly Fried, MAI, has completed the continuing education 
program for Designated Members of the Appraisal Institute.  

12. As of the date of this report, Kelly Fried, MAI and Ileana Abot, GISP, MBA have 
completed the continuing education requirements mandated by the State of Ohio. 

13. Kelly Fried, MAI, made a personal inspection of the property that is the subject of this 
report. Ileana Abot has personally inspected the subject.  

14. Valuation & Advisory operates as an independent economic entity within NKF.  
Although employees of other NKF divisions may be contacted as a part of our routine 
market research investigations, absolute client confidentiality and privacy were 
maintained at all times with regard to this assignment without conflict of interest. 
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15. Within this report, "Newmark Knight Frank", ñNKF Valuation & Advisoryò, ñNKF, Inc.ò, 
and similar forms of reference refer only to the appraiser(s) who have signed this 
certification and any persons noted above as having provided significant real property 
appraisal assistance to the persons signing this report. 

16. We have not performed any services, as an appraiser or in any other capacity, 
regarding the property that is the subject of this report within the three-year period 
immediately preceding acceptance of this assignment. 

 

________________________________ ___________________________________ 
 
Kelly Fried, MAI 
Certified General Real Estate Appraiser 
OH Certificate # 2004006077 
Telephone: 513-247-6147 
Email: kelly.fried@ngkf.com 

 
Ileana Abot, GISP, MBA 
Registered Real Estate Appraiser Assistant 
OH Certificate # 2016003772 
Telephone: 513-247-6146 
Email: ileana.abot@ngkf.com 
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Executive Summary 

Property Name

Address

Property Type

Owner of Record

Tax ID

Land Area 3.7389 acres; 162,866 SF

Gross Building Area 75,512 SF

Percent Leased NA

Year Built 1920/1950

Zoning Designation

Highest and Best Use - As if Vacant

Highest and Best Use - As Improved

Exposure Time; Marketing Period 24 or less months; 24 or less months

Effective Date of the Appraisal February 6, 2018

Date of the Report March 28, 2018

Property Interest Appraised

Market Value Indications

Cost Approach -$125,265

Sales Comparison Approach $230,000

Income Capitalization Approach Not Used

Market Value Conclusion $230,000

The Dayton Board of Education

R72 06504 0001, R72 06504 0013, R72 06504 0018, R72 06504 0019, 

R72 06504 0020, R72 06504 0021, R72 06504 0022, R72 06504 0023, 

R72 06504 0034, R72 06504 0057 and R72 06504 0058

Former Longfellow Alternative School

245 Salem Ave.

Dayton, Montgomery County, Ohio  45406

Special Purpose - Former Public School - School/University

The values reported above are subject to the definitions, assumptions, and limiting conditions set forth in the accompanying report of w hich this summary is a 

part. No party other than The Dayton Board of Education may use or rely on the information, opinions, and conclusions contained in the report. It is assumed 

that the users of the report have read the entire report, including all of the definitions, assumptions, and limiting conditions contained therein.

MMF - MNC, Mature Multi-Family & Mature Neighborhood Commercial 

Multifamily residential use

Fee Simple

Improvements to remain and likely be repositioned

 

Extraordinary Assumptions and Hypothetical Conditions

The value conclusions are not based on any hypothetical conditions that may affect the assignment results. A 

hypothetical condition is a condition contrary to known fact on the effective date of the appraisal but is 

supposed for the purpose of analysis. No hypothetical conditions were necessary.

The value conclusions are not subject to any extraordinary assumptions that may affect the assignment 

results. An extraordinary assumption is uncertain information accepted as fact. If the assumption is found to 

be false as of the effective date of the appraisal, we reserve the right to modify our value conclusions. No 

extraordinary assumptions were necessary.
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Part Two

Land Value $300,000

Cost Approach

Indicated Value -$125,265

Sales Comparison Approach

Number of Sales 5

Range of Sale Dates Apr-15 to Mar-17

Range of Unit Prices $1.39 - $5.59

Indicated Value $230,000

Income Capitalization Approach

Indicated Value Not Used

Market Value Conclusion $230,000
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Introduction 

Sale History 
To the best of our knowledge, no sale or transfer of ownership has taken place within a three-
year period to the effective appraisal date. 

Pending Transactions 

To the best of our knowledge, the property is not subject to an agreement of sale or an option 
to buy, nor is it listed for sale, as of the effective appraisal date. 

Description of the Appraisal and Appraisal Report 

Intended Use and User 

The intended use of the appraisal is for internal business decisions and no other use is 
permitted. 

The client and intended user is The Dayton Board of Education.  

Intended Users - the intended user is the person (or entity) who the appraiser intends will use 
the results of the appraisal.  The client may provide the appraiser with information about other 
potential users of the appraisal, but the appraiser ultimately determines who the appropriate 
users are given the appraisal problem to be solved.  Identifying the intended users is 
necessary so that the appraiser can report the opinions and conclusions developed in the 
appraisal in a manner that is clear and understandable to the intended users.  Parties who 
receive or might receive a copy of the appraisal are not necessarily intended users.  The 
appraiserôs responsibility is to the intended users identified in the report, not to all readers of 
the appraisal report.   

Source: Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th ed. (Chicago: 
Appraisal Institute, 2015) 

Purpose of the Appraisal 

The purpose of the appraisal is to develop an opinion of the market value of the fee simple 
estate in the property as of the effective date of the appraisal, February 6, 2018.  The date of 
the report is March 30, 2018.  

Definition of Value 

Market value is defined as: 

ñThe most probable price which a property should bring in a competitive and open market 
under all conditions requisite to a fair sale, the buyer and seller each acting prudently and 
knowledgeably, and assuming the price is not affected by undue stimulus. Implicit in this 
definition is the consummation of a sale as of a specified date and the passing of title from 
seller to buyer under conditions whereby: 
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¶ Buyer and seller are typically motivated; 

¶ Both parties are well informed or well advised, and acting in what they consider their 
own best interests; 

¶ A reasonable time is allowed for exposure in the open market; 

¶ Payment is made in terms of cash in U.S. dollars or in terms of financial arrangements 
comparable thereto; and 

¶ The price represents the normal consideration for the property sold unaffected by 
special or creative financing or sales concessions granted by anyone associated with 
the sale.ò 

(Source: Code of Federal Regulations, Title 12, Chapter I, Part 34.42[g]; also Interagency 
Appraisal and Evaluation Guidelines, Federal Register, 75 FR 77449, December 10, 2010, 
page 77472) 

Interest Appraised 

We have appraised the fee simple estate of the subject property. 

Fee Simple Estate - Absolute ownership unencumbered by any other interest or estate, 
subject only to the limitations imposed by the governmental powers of taxation, eminent 
domain, police power, and escheat.   

Source: Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th ed. (Chicago: 
Appraisal Institute, 2015) 

Scope of Work 

This appraisal is presented in the form of an appraisal report, which is intended to comply with 
the reporting requirements set forth under Standards Rule 2-2(a) of USPAP. This report 
incorporates practical explanation of the data, reasoning and analysis that were used to 
develop the opinion of value. 

Extent to Which the Property is Identified 

The property is identified through various sources such as: 

 Postal address 

 Assessorôs records 

 Legal description 

Extent to Which the Property is Inspected 

Kelly Fried, MAI, conducted an interior and exterior inspection of the property on February 6, 
2018. Ileana Abot conducted an interior and exterior inspection on February 6, 2018. 
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Type and Extent of the Data Researched 

 Exposure and marking time; 

 Neighborhood and land use trends; 

 Demographic trends; 

 Market trends relative to the subject 
property type; 

 Real estate tax data; 

 Flood zone status; 

 Zoning requirements and compliance; 

 Comparable listing and sales data; and 

 Cost data via Marshall Valuation Service. 

Type and Extent of Analysis Applied 

We analyzed the property and market data gathered through the use of appropriate, relevant, 
and accepted market-derived methods and procedures. Further, we employed the appropriate 
and relevant approaches to value, and correlated and reconciled the results into an estimate 
of market value, as demonstrated within the appraisal report. 

Ileana Abot researched and reviewed data related to the subject property and market 
comparables. Ms. Abot also assisted in the development of the report. 

Appraisal Methodology 

Cost Approach - The cost approach is based on the proposition that the informed purchaser 
would pay no more for the subject than the cost to produce a substitute property with 
equivalent utility.  This approach is particularly applicable when the property being appraised 
involves relatively new improvements that represent the highest and best use of the land, or 
when it is improved with relatively unique or specialized improvements for which there exist 
few sales or leases of comparable properties. 

Sales Comparison Approach - The sales comparison approach utilizes sales of comparable 
properties, adjusted for differences, to indicate a value for the subject.  Valuation is typically 
accomplished using physical units of comparison such as price per square foot, price per unit, 
price per floor, etc., or economic units of comparison such as gross rent multiplier.  
Adjustments are applied to the physical units of comparison derived from the comparable 
sale.  The unit of comparison chosen for the subject is then used to yield a total value.   

Income Capitalization Approach - The income capitalization approach reflects the subjectôs 
income-producing capabilities.  This approach is based on the assumption that value is 
created by the expectation of benefits to be derived in the future.  Specifically estimated is the 
amount an investor would be willing to pay to receive an income stream plus reversion value 
from a property over a period of time.  The two common valuation techniques associated with 
the income capitalization approach are direct capitalization and the discounted cash flow 
(DCF) analysis. 
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Approaches to Value

Approach Applicability to Subject Use in Assignment

Cost Approach Applicable Utilized

Sales Comparison Approach Applicable Utilized

Income Capitalization Approach Not Applicable Not Utilized
 

The income capitalization approach was not used because the subject is not an income 
producing property and this approach does not reflect market behavior for this property type.  
The exclusion of this approach is not considered to impact the reliability of the appraisal. 
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Economic Analysis 

Dayton MSA Area Analysis 
The subject is located in the Dayton, OH Metropolitan Statistical Area, hereinafter called the 
Dayton MSA, as defined by the U.S. Office of Management and Budget. The Dayton MSA is 
1,282 square miles in size, and ranks 72 in population out of the nationôs 382 metropolitan 
statistical areas. 

Moodyôs Economy.com provides the following Dayton MSA metro area (DAY) economic 
summary as of June 2017.  The full Moodyôs Economy.com report is presented in the 
addenda. 

 

Recent Performance 

Daytonôs economy is shaping up, thanks primarily to its strengthening housing market. 
Although the pace falls short of the national average, house price growth is accelerating at its 
fastest rate in more than 15 years. Constricted supply and modestly rising demand pushed 
prices to an all-time high this spring and are bolstering household balance sheets. 

Although payrolls are up slightly since January and the quality of positions added has 
improved, average hourly earnings remain down significantly over the year amid a still-loose 
labor market. Job losses have been concentrated in the public sector, construction, and 
nondurable goods production, and even traditional sources of strength such as healthcare and 
machinery manufacturing have flatlined in recent months. However, professional and technical 
services have marched upward since the start of the year, and steel manufacturers are still 
providing support. 

Population 

The Dayton MSA has an estimated 2017 population of 804,387, which represents an average 
annual 0.1% increase over the 2010 census of 799,232. The Dayton MSA added an average 
of 736 residents per year over the 2010-2017 period, and its growth in population contrasts 
with Montgomery County which had a 0.1% average annual decrease in population over this 
time. 

Looking forward, the Dayton MSA's population is projected to increase at a 0.1% annual rate 
from 2017-2022, equivalent to the addition of an average of 1,001 residents per year.  The 

2011 2012 2013 2014 2015 2016 INDICATORS 2017 2018 2019 2020 2021 2022

35.9 35.8 35.6 36.1 36.5 36.8 Gross metro product (C09$ bil) 37.8 39.0 40.0 40.5 41.2 42.1

3.6 -0.1 -0.6 1.5 1.0 0.9 % change 2.8 3.1 2.5 1.2 1.7 2.3

365.5 368.7 368.3 372.5 379.7 384.5 Total employment (ths) 389.1 394.0 398.8 401.0 401.8 405.5

1.3 0.9 -0.1 1.2 1.9 1.3 % change 1.2 1.3 1.2 0.5 0.2 0.9

9.3 7.8 7.7 5.7 4.8 4.7 Unemployment rate (%) 4.8 5.1 4.6 4.8 5.1 4.8

6.2 2.9 1.0 3.6 3.4 2.9 Personal income growth (%) 4.5 5.6 5.6 4.5 3.7 4.2

45.1 46.1 46.8 47.8 49.5 51.9Median household income ($ ths) 53.9 56.1 58.2 60.2 62.2 64.5

801 802 801 801 800 801 Population (ths) 800 800 799 798 796 796

0.1 0.1 -0.1 -0.1 -0.1 0.1 % change -0.1 -0.1 -0.1 -0.2 -0.2 -0.1

-0.3 -0.8 -2.3 -1.6 -2.3 0.2 Net migration (ths) -1.6 -1.7 -1.7 -2.1 -2.0 -1.4

712 889 781 743 857 1,043 Single-family permits (#) 1,680 1,986 2,103 1,847 1,736 1,894

15.0 225.0 35.0 36.0 123.0 319.8 Multifamily permits (#) 111.1 275.8 313.7 244.3 286.0 393.2

123 122 121 122 127 131 FHFA house price (1995Q1=100) 135 139 141 144 149 156
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Dayton MSA's population growth differs from Montgomery County, which is projected to have 
little or no change in population during this time. 

 

Employment 

Total employment in the Dayton MSA is currently estimated at 389,000 jobs. Between year-
end 2006 and the present, employment declined by 11,400 jobs, equivalent to a 2.8% loss 
over the entire period. There were declines in employment in three out of the past ten years, 
influenced in part by the national economic downturn and slow recovery. 
 
A comparison of unemployment rates is another way of gauging an areaôs economic health.  
Over the past decade, the Montgomery County unemployment rate has been consistently 
higher than that of the Dayton MSA, with an average unemployment rate of 7.7% in 
comparison to a 7.4% rate for the Dayton MSA.  A higher unemployment rate is a negative 
indicator. 

Recent data shows that the Montgomery County unemployment rate is 4.6% in comparison to 
a 4.4% rate for the Dayton MSA, a negative sign for Montgomery County. 
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Employment Sectors 

The composition of the Montgomery County job market is depicted in the chart below. A 
complete data set is not available for the Dayton MSA, so we will compare Montgomery 
County to the United States. Total employment for the two areas is broken down by major 
employment sector, and the sectors are ranked from largest to smallest based on the 
percentage of Montgomery County jobs in each category. 

 

Major Employers 

Major employers in the Dayton MSA are shown in the following table. 

 

Employment Sectors - 2016

22.1%

17.2%

12.8%

12.3%

11.0%

10.1%

5.3%

3.5%

2.8%

2.8%

0.1%

15.3%

19.5%

14.1%

15.2%

8.6%

10.7%

5.6%

4.6%

2.0%

3.1%

1.2%

0% 5% 10% 15% 20% 25%

Education and Health Services

Trade; Transportation; and

Utilities

Professional and Business

Services

Government

Manufacturing

Leisure and Hospitality

Financial Activities

Construction

Information

Other Services

Natural Resources & Mining

Montgomery County United States

Source: Bureau of Labor Statistics and Economy.com
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Gross Domestic Product 

Gross Domestic Product (GDP) is a measure of economic activity based on the total value of 
goods and services produced in a defined geographic area. Although GDP figures are not 
available at the county level, data reported for the Dayton MSA is considered meaningful 
when compared to the nation overall, as Montgomery County is part of the MSA and subject 
to its influence. 

The Dayton MSA ranks 68 in Gross Domestic Product (GDP) out of the nationôs 382 
metropolitan statistical areas. 

Economic growth, as measured by annual changes in GDP, has been considerably lower in 
the Dayton MSA than the United States overall during the past eight years. The Dayton MSA 
has grown at a 1.1% average annual rate while the United States has grown at a 1.9% rate. 
As the national economy improves, the Dayton MSA continues to underperform the United 
States. GDP for the Dayton MSA rose by 0.7% in 2016 while the United States GDP rose by 
1.5%. 

The Dayton MSA has a per capita GDP of $44,381, which is 12% less than the United States 
GDP of $50,577. This means that Dayton MSA industries and employers are adding relatively 
less value to the economy than their counterparts in the United States overall. 

 

Flying Fortress 

Despite recent softness, public sector and allied defense contractor employment will advance 
quickly over the next couple of years, driven by rising federal defense spending. Hiring at 
Wright-Patterson Air Force Base will accelerate as demand for unmanned aerial vehicle 
research and development rises. The Air Force Research Laboratory at the base is 
aggressively issuing contracts for UAVs as well as directly collaborating with manufacturers. 
For example, the laboratory issued a $41 million contract to drone manufacturer Kratos to 
develop a low-cost, small and disposable stealth UAV. The aircraft will substitute for more 
expensive manned vehicles such as the F-22 and F-35, resulting in significant cost savings. 
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Wright-Patterson  

Wright Patterson is also developing technology related to stealth capabilities, electronic jet 
controls, and cybersecurity. The base has expanded its Center for CyberSpace Research to 
protect critical civilian and military infrastructure nationwide. The allied Air Force Institute of 
Technology graduates 700 cybersecurity specialists annually, and surrounding defense 
contractors focusing on cybersecurity R&D have benefited. 

Healing Up 

Despite the hiccup in health services job growth, providers will again add jobs at a pace in line 
with the nation over the next two years. Hospitals are expanding facilities in order to keep up 
with rising demand for general and specialty care. For example, Miami Valley Hospital is 
breaking ground on a $60 million expansion that will include a spine and joint center, sports 
medicine facilities, and a pain management services center. Dayton Childrenôs Hospital will 
finish a $140 million expansion this year, including an eight-story patient tower, boosting hiring 
of nurses and doctors. 

Gearing Down 

Local factoriesô hot streak will soon come to an end as weakness in steel and vehicle 
manufacturing pushes total manufacturing payrolls lower in 2018 and 2019. Steel 
manufacturing employment has been temporarily bolstered by countervailing duties enacted 
on imports in mid-2016, but this benefit will wane. Continued global oversupply spurred by 
overcapacity in East Asia will send steel prices lower, weighing on local producers. Hiring at 
local auto manufacturers will slow to a trickle over the next couple of years as national vehicle 
sales slacken. Pent-up U.S. auto demand has been exhausted and low gasoline prices and 
cheap auto financing have already provided their maximum advantage. 

Household Income 

The Dayton MSA has a higher level of household income than Montgomery County. Median 
household income for the Dayton MSA is $51,136, which is 8.7% greater than the 
corresponding figure for Montgomery County.  

 

The following chart shows the distribution of households across nine income levels. The 
Dayton MSA has a greater concentration of households in the higher income levels than 
Montgomery County. Specifically, 33% of Dayton MSA households are at the $75,000 or 
greater levels in household income as compared to 31% of Montgomery County households. 
A lesser concentration of households is apparent in the lower income levels, as 35% of 
Dayton MSA households are below the $35,000 level in household income versus 38% of 
Montgomery County households. 



Dayton MSA Area Analysis 17 

Former Longfellow Alternative School 

 

Education and Age 

Residents of the Dayton MSA have a slightly higher level of educational attainment than those 
of Montgomery County. An estimated 29% of Dayton MSA residents are college graduates 
with four-year degrees, versus 27% of Montgomery County residents. People in the Dayton 
MSA are similar in age to their Montgomery County counterparts. The median age of both the 
Dayton MSA and Montgomery County is 40 years. 

 

Household Income Distribution - 2017
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Education & Age - 2017

Source: ESRI
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Conclusion 

The Dayton MSA economy will be affected by a flat to declining population base and a lower 
level of median household income. The Dayton MSA experienced a decline in the number of 
jobs, and had a slightly lower unemployment rate than Montgomery County over the past 
decade.   
 
Dayton will advance in line with the U.S. over the next couple of years, supported by defense 
and healthcare even as manufacturing detracts from growth. Nonetheless, Dayton will lag the 
U.S. in job growth longer term because of a shrinking population.  In conclusion, we anticipate 
that growth in the Dayton MSA economy will be limited, resulting in only a modest level of 
demand for real estate in general.  
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Area Map 
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Surrounding Area 

Location 

The subject is located in the Central submarket of the City of Dayton. 

Access and Linkages 

Primary highway access to the area is via Interstate 75, State Route 35 and State Route 4. 
Public transportation is provided by the Greater Dayton Regional Transit Authority (RTA), and 
provides access to Montgomery County and western Greene County.  Overall, the primary 
mode of transportation in the area is the automobile. 

Demographics 

A demographic profile of the surrounding area, including population, households, and income 
data, is presented in the following table. 

 

As shown above, the current population within a 3-mile drive distance of the subject is 92,210, 
and the average household size is 2.3. Population in the area has declined since the 2010 
census, but the trend is projected to be flat over the next five years. This is similar to the trend 
in Montgomery County, which is also projected to be flat. 

Median household income is $26,796, which is lower than the household income for 
Montgomery County. Residents within a 3-mile drive distance have a lower level of 
educational attainment than those of Montgomery County, while median owner occupied 
home values are lower. 
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Land Use 

The area is suburban in character and approximately 90% developed. 

Land uses immediately surrounding the subject are predominantly residential, institutional and 
commercial with typical ages of buildings being in their mid to late economic lives. Property 
types adjoining the subject include single family residences and commercial uses. 

Outlook and Conclusions 

The area is in the mature stage of its life cycle. Recent development activity has been limited. 
We anticipate that property values will remain stable to decreasing in the near future. 
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Surrounding Area Map 
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Multifamily Market Analysis 
Although the subject property is improved with a special purpose use, a school, the highest 
and best use of the property as vacant has been determined as a residential multi-family use.  

National Market Overview 

The following was taken from the 3Q17 United States Multi-housing Market Overview 
prepared by ARA, a Newmark Company. 

 Sales Volume ï Sales volume for the past 12 months totaled $148.5 billion with 
quarterly volume reaching $39.3 billion, representing an 11.1% quarter-over-quarter 
increase and 4.0% year-over-year growth.  Investors continue to pour capital into top-
tier secondary markets such as Atlanta, Dallas, and Denver. 

 Cap Rates ï Cap rates remain flat year-over-year at 5.0% for institutional-quality 
assets.  The third quarter represents the tightest spread between major markets and 
secondary markets as yield-driven capital continues to flow into secondary and tertiary 
markets. 

 Rent Growth ï Nationwide rent growth remains flat at 2.3% while still positive.  
Western metros such as Phoenix, Sacramento, San Diego, and Seattle continue to 
lead the nation in rent growth as they benefit from strong demographic and economic 
tailwinds. 

 Supply and Demand ï New supply is anticipated to peak in 2017 with over 389,000 
units delivered throughout the United States.  This cycle has been heavily weighted 
toward urban infill and luxury product compared with the previous cycle which was 
dominated by Class B suburban assets. 

 International Capital ï International capital sales volume rose to $11.3 billion over the 
past 12 months.  High net worth and sovereign wealth funds are increasingly growing 
their multihousing portfolios through indirect investment vehicles and joint ventures 
with domestic sponsors. 

 Debt Markets ï Debt outstanding increased $21.7 billion to $1.2 trillion with Agency 
and GSE lending accelerating 2.5% quarter-over-quarter compared to the broader 
market of 1.8%.  Debt capital remains plentiful for well positioned assets despite a 
slowdown in the CMBS market. 

The following was obtained from the REIS publication ñApartment First Glanceò for the third 
quarter of 2017: 

The national vacancy rate increased by 10 basis points in the third quarter, to 4.5%. 
This is quite in line with expectations for the year, given the large amount of new 
construction that has been coming online.  Reis forecasts call for national vacancies in 
the high 4s by the end of the year, and if the latest estimates from developers 
materialize in the fourth quarter, we will likely hit vacancy rates in the 4.6% to 4.8% 
range by the end of the year. 
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Asking and effective rents rose by 1.0% and 0.9%, respectively, during the third 
quarter. While this is a slight deceleration relative to the second quarter, these still 
represent relatively healthy figures for rent growth. This suggests that demand for 
apartment units remain relatively strong, even as concessions have made a comeback 
in the most expensive markets where supply growth has also been ramping up. 
Overall rent growth in 2017 should be comparable to 2016ðstill a climb down relative 
to the banner year of 2015, but hardly a cataclysm.  

Where are the Worries? (And When?)  

The national picture suggests that vacancies began to rise from about one year ago, 
but in geographic markets with truly robust supply growth, vacancies had begun to rise 
from recent cyclical lows as far back as two to three years ago. For example, in 
Charleston, vacancies began rising as early as mid-2013, from a low of 4.3% to its 
current 7.0%. Inventory during that time period grew by over 26%. In Washington DC, 
vacancies began rising in early 2013, from 3.9% to its current 5.9%ðinventory growth 
over that four and a half year period clocked in at close to 17%, with over 15,000 new 
units opening their doors. However, it is worthwhile to note that vacancies in 
Washington DC have actually climbed down from recent highsðvacancies declined by 
10 basis points in the third quarter, from 6.0%, and in early 2016 actually dipped down 
to as low as 4.7%, from a recent high of 5.9% in the second quarter of 2015. In other 
words, supply growth has been pushing vacancies upwards, but in many markets 
demand has pushed back too whenever there was the slightest lull in deliveries. 

New York is a bellwether case of how a market that has enjoyed very low vacancies 
will deal with historic levels of supply growth. Delays have pushed a lot of projects to 
2018, but 2017 will mark the record year for new apartment deliveries in New York 
Cityðalmost double the last record set back in 1986. Reis expects New York 
vacancies to peak in the low to mid-6s over the next year or twoðvacancy levels that 
represent historic highs for this market. 

Metro Area Overview 

The subject is located in the Dayton metro area as defined by REIS.  The following section 
analyzes the multi-family market within the Dayton MSA and its Central submarket. 

Within Daytonôs metro area, a flood of new apartments has outpaced net absorption during 
the last four quarters, resulting in increasing vacancy. Around 5,500 apartments are slated for 
completion in the fourth quarter of 2017 which will put deliveries at levels not seen since 2000.  
Additions are focused on garden and mid-rise complexes spread throughout the area but 
there are also several high-rise buildings to be completed in Midtown.  Although the influx of 
supply will increase vacancy, rent growth remains strong and it is setting a record high this 
year. 

2017 development is expected to be the peak of construction during this economic cycle but 
development is expected to remain heavy into next year. Demographics in the area remain 
supportive for leasing activity and demand will be catching up with supply.  Jobs growth 
continues as many corporations are moving to, and expanding in, the metro area, bringing 
higher-wage jobs.  Class A complexes will benefit from this jobs growth given the income 
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levels.  Young professionals seeking a wide range of amenities with access to nearby 
shopping and entertainment may be willing to pay higher rents as high costs make 
homeownership out of reach in popular areas. 

Supply and demand indicators, including inventory levels, absorption, vacancy, and rental 
rates for all classes of space are presented in the ensuing table. 

 

Market Trends Key Takeaways 

 

¶ The current vacancy rate in the metro area is 4.0%; the vacancy rate has decreased 
by 220 bps from 2012. 

Source: ©Reis Services, LLC 2018. Reprinted with the permission of Reis Services, LLC. All rights reserved.
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¶ Four-year forecasts project a 4.7% vacancy rate in the metro area, representing an 
increase of 70 bps by year end 2022. 

¶ Effective rent averages $713/Unit in the metro area; future rent values are expected to 
increase by 8.1% to $771/Unit by year end 2022. 

 

¶ Inventory in the metro area has increased by 4.2% from 2012, while the occupied 
stock has increased by 6.6%. 

¶ Between 2012 and 2017, completions have averaged 238 Units annually and reached 
a peak of 659 Units in 2016. 

¶ Between 2012 and 2017, absorption figures reached a peak of 711 Units in 2016 and 
a low of -27 Units in 2012. 

Class B/C Multifamily Market 

The subject is a Class B property as defined by REIS. Supply and demand indicators, 
including inventory levels, absorption, vacancy, and rental rates for all Class B/C space in the 
Dayton metro area are presented in the following table. 

Source: ©Reis Services, LLC 2018. Reprinted with the permission of Reis Services, LLC. All rights reserved.
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Multifamily Class B/C Market Key Takeaways 

 

¶ The current vacancy rate for Class B/C properties in the metro area is 4.3%; the 
vacancy rate has decreased by 270 bps from 2012. 

¶ Asking rent currently averages $639/Unit and has increased by 10.7% from 2012. 

Source: ©Reis Services, LLC 2018. Reprinted with the permission of Reis Services, LLC. All rights reserved.
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¶ Class B/C metro area inventory has remained constant from 2012, while the occupied 
stock has increased by 3.0%. 

¶ There have not been any Class B/C completions in the metro area between 2012 and 
2017. 

¶ Between 2012 and 2017, absorption figures reached a peak of 314 Units in 2014 and 
a low of -88 Units in 2012. 

¶ Between 2012 and 2017, gross revenue for Class B/C properties in the metro area 
averaged $571/Unit and has increased by 12.3%. 

Submarket Overview 

The subject is located in the Central Dayton submarket. In order to evaluate the market 
appeal of the subjectôs submarket in comparison to others in the Dayton metro area, we 
compare key supply and demand indicators for all classes of space in the ensuing table. 

 

Central Dayton Submarket Snapshot 

¶ The submarket contains 23.3% of the metro building inventory and 19.1% of the metro 
unit inventory. 

Source: ©Reis Services, LLC 2018. Reprinted with the permission of Reis Services, LLC. All rights reserved.
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¶ The submarket's asking rent is $659/Unit which is less than the metro average of 
$696/Unit. 

¶ The submarket's vacancy rate is 5.30% which is greater than the metro average of 
4.00%. 

¶ Operating expenses, as a percent of potential rent revenue, average 45.9% in the 
submarket compared to 45.7% for the overall metro area. 

¶ Average free rent in the subject property's submarket is greater than the free rent for 
the metro area. 

In comparison to other submarkets in the region, the Central Dayton submarket is rated as 
follows: 

 

Submarket Analysis 

Supply and demand indicators for all classes of space in the Central Dayton submarket are 
displayed in the following table. 

 


























































































































































































































