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TwinRock Investors: 

 

     Welcome to the latest issue of the TwinRock Partners’ Quarterly Newsletter and what a quarter 
it was.  For those investors that benefit from volatility and uncertainty in the financial markets the 3

rd
 

Quarter was a dream, for TwinRock and our investors, our portfolio and our investment strategy it 
was the antithesis. TwinRock's real estate portfolio has offered greater predictable cash flow and 
total return over the past five years compared to the S&P 500. While we believe appreciation in 
values in both our single-family and multi-family markets will continue there are signals arising that 
we may be near a top in coastal markets.  

 

     Last month I attended my product council for the Urban Land Institute in San Francisco. The 
council consists of 50 real estate professionals from across the country in which we meet twice a 
year. This was the first time since the recession that the majority felt we are near or are 
approaching the end of a bull market in core real estate locations specifically the western and 
southeastern coastal markets. The minority believed there are still a couple of more years to run 
which in real estate terms are very near term. One of my fellow members put it best when she 
quoted the motto from the House of Stark in the TV show Game of Thrones “Winter is Coming”, 
which doesn’t necessarily imply a crash, but that a correction could be near. The second signal 
comes from real estate tycoon, Sam Zell, who is selling roughly a quarter of his Equity Residential 
portfolio of apartments to Starwood Capital. Outside of Denver the properties are in coastal markets 
of southern Florida, Seattle, Washington, D.C., and Southern California. Sam Zell made fortunes 
buying in the recessions of the 1970s, early 1990s and timed his sale of Equity Office perfectly at 
the top of the market in 2007 for $39 Billion. A third signal also comes from Starwood with the 
merger of Starwood Waypoint Residential Trust and Colony American Homes, which will have 
30,000 homes under management. We have long stopped buying homes for rent and the 
acquisition volume from REITS has also come to a stall with mergers arising, typically seen in the 
last stage of the economic expansion cycle.  

 

     All are not as negative, at the 2015 Multifamily Executive Conference last month, owners, 
investors and operators struck a tone of solid optimism about the state of the market. “We’ve waited 
for 25 years for this part of the cycle to arrive,” said Tom Toomey, CEO of apartment developer 
UDR. “If the current market cycle is compared to the side of a mountain, we’re still in the foothills.”  
Adding its voice, Freddie Mac recently released its Multifamily Outlook stating, “The multifamily 
rental market is in its sixth straight year of robust growth with demand keeping pace with new 
supply hitting the market, calming concerns that growth might start to decelerate. Demand for rental 
housing will remain strong for several more years because of a strengthening job market, growth of 
household formations, and reduced affordability of owning a home.”  

http://www.twinrockpartners.com/
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     The two opposing points of view are easy to reconcile - the strong demand for residential rentals 
continues, and together with low interest rates, prices of properties in core markets have been 
driven to extreme highs and possibly unsustainable levels.  

 

     We all know the three-key words to real estate are “location, location, location” and this is why 
we echo this upbeat sentiment for the firm’s investment strategy as we continue to seek under-
valued asset opportunities in secondary markets that benefit both qualitatively and quantitatively 
from the economic recovery with an expanding business base, growing employment, and high 
demand for housing. One of our investment theses is already coming to realization as it relates to 
income growth for workforce housing. Companies such as Wal-Mart, Tyson Foods, Target and 
McDonalds have significantly raised their minimum wage to employees on a percentage basis. With 
the majority of our resident base in the retail and service sector and earning an average of less than 
$10 per hour, these wage increases will have a direct benefit to our properties future rental growth.  

 

     While we are confident in our strategy, 2015 has not been without a challenge, with only one 
property closed for the year and a second acquisition to close in the 4

th
 Quarter, we will remain 

disciplined to our investment criteria. The benefit TwinRock enjoys is that we are not mandated to 
certain products or areas nor are we against a clock to deploy funds and are committed to only 
finding the best of opportunities.  

 

 

Sincerely, 

 

 

 

 

 

Alexander Philips 

Chief Executive Officer 

 

 

http://www.twinrockpartners.com/
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Investment Pipeline | Available Investments 

Play Aerial Video of Cinnamon Square Apartments      |     View Investment Memorandum  

CINNAMON SQUARE APARTMENTS 

Fully Funded and Closed on 10/31/15 

 12% Preferred Interest 

 Off-market acquisition 

 96% occupied 

 Priced below replacement cost 

 Non-professional, single owner for 25 yrs 

 9.5% cap rate on in-place NOI 

 2.3x Free Cash Flow to cover Preferred 

Interest Rate in Year-1 

 0.5 miles from Oklahoma City Community 

College—serving over 14k enrolled 

students 

Cinnamon Square Apartments was our 4th property in 

OKC. Cinnamon Square is an off-market transaction, which 

was brought to us through a strong local broker relationship 

as a result of our in-market expertise and ability to move 

swiftly.  

It is a 192 unit complex located in the South Oklahoma City 

submarket of Oklahoma City, OK. Visible from the I-240, 

Cinnamon Square is situated in a major retail and restaurant 

corridor that is benefiting from growth, development and 

infrastructure improvements as part of the planned I-240 

Corridor improvement project.  Boeing having broken ground 

on an $80mm facility a short commute from Cinnamon 

Square accentuates the area’s growth story. 

With a single owner for the previous 25 years, Cinnamon 

Square has languished due to non-professional and 

absentee management.  As a result, the property is currently 

achieving lower rents than comparables, which creates 

potential to capitalize on substantial future rent growth from 

inefficiency alone. By proactively managing the asset to 

reduce expenses and utilizing its area expertise to 

aggressively market and lease the property, Twinrock 

believes it can substantially improve the performance of 

Cinnamon Square.  

https://vimeo.com/140239243
http://files.ctctcdn.com/2caee447101/7138b12b-5915-40f3-9fa7-bb8880387156.pdf
http://newsok.com/article/5436914
https://vimeo.com/140239243
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Investment Pipeline | Available Investments 

Play Aerial Video of Rupple Row Cottages      |     View Updated Investment Memorandum  

Rupple Row Cottages | Student Housing for the University of Arkansas 

Target Closing Date: 11/20/15                                   Fully Funded | Offering is Closed 

 20.7% Investor IRR, 16.3% Targeted 

Average Investor Cash Yield  

 Year 1 Investor Cash-on-Cash of 8.0% 

 Serving UARK, with over 26,754 

students and a growth rate of 34% 

since 2009 

 100% leased for the 2015-2016 

academic year with excess demand 

 7.3%+ cap rate on in-place NOI 

 In-place rents below market 

 Flexible exit strategy, as each unit is 

on a separate parcel, allowing each 

unit to be sold separately 

Property and Market Updates 

As our targeted close date nears, favorable developments and news 
out of Rupple Row, Fayetteville and the University of Arkansas 
continues to excite us as the growth story continues to improve.  
 
Rupple Row is 100% leased for the 2015-2016 school year at 
increased rates with a waiting list for prospective tenants. With 
demand outpacing supply, growth in the market and the University is 
taking effect. With 4 parental guarantees per leased unit, delinquent 
balances remain at near zero.  
 
Earlier in the Quarter, the University of Arkansas  released 
Enrollment figures showing that the flagship campus has a total of 
26,754 students for the fall semester. The total is nearly a 2 percent 
increase from the fall 2014 enrollment, a rate of growth that 
university administrators believe is sustainable. University enrollment 
is currently benefitting from reciprocity tuition agreements with 
Texas, Louisiana, Oklahoma, Mississippi, Kansas, Missouri, 
Tennessee that allows students in these contiguous states the ability 
to pay the same tuition as instate residents. For Fall 2016, the 
University has added Illinois to the list—emphasizing the University’s 
effort to make education more affordable as it continues to attract 
quality candidates while increasing enrollment numbers.  
 
In September, the City broke ground on the Rupple Road Expansion 
Project  as part of a major infrastructure project called “Mayor’s Box.”   
 

https://vimeo.com/133082771
http://files.ctctcdn.com/2caee447101/c1937328-3e59-451b-af21-2745be49fc21.pdf
http://www.arktimes.com/ArkansasBlog/archives/2015/09/10/ua-reports-2-percent-enrollment-increase
http://5newsonline.com/2015/09/02/groundbreaking-ceremony-marks-start-of-rupple-road-expansion-project/
http://5newsonline.com/2015/09/02/groundbreaking-ceremony-marks-start-of-rupple-road-expansion-project/
https://vimeo.com/133082771
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Multifamily Outlook Second Half 2015—Freddie Mac Executive Summary 

 

Favorable Market Conditions  

Key drivers are expected to keep the multifamily market moving forward in 2016. 

 Multifamily rental demand in 2015 has been stronger than anticipated and will remain strong into the foreseeable future.  

o Favorable demographic trends, strength in the job market, and reduced affordability of owning a home will continue to fuel 

the strong demand for multifamily rental units.  

o Because of the improving economy, pent-up demand for housing has started to release into the market, largely benefiting 

the rental sector. We expect the strong demand for multifamily units to continue in the years to come.  

o As more supply enters the market, fundamentals will moderate but are not expected to significantly deteriorate. Vacancy 

rates will increase but remain below 5 percent and gross income growth will decrease to around 2.5 percent by year-end 2016.  

 Multifamily completions saw a spike in the first half 2015, mostly in the second quarter; 285,000 units, annualized, entered the 

market, the highest level post-recession. The wave of new multifamily supply is expected to remain elevated over the next few 

years, considering construction permits rose again in 2015.  

 The labor market continues to grow but, despite a low unemployment rate of 5.1 percent, some softness still exists based on low 

wage growth and elevated underemployment.  

 Strong multifamily property price growth has been driven by investor confidence in the multifamily market, strong fundamentals 

and availability of capital.  

 Favorable multifamily investment opportunities along with a high volume of loans reaching maturity in the near term will continue to 

push origination volume up into 2016.  

Multifamily Market Drivers 

The economy continues to improve steadily, with a few speed bumps along the way. After another brutal winter, predictions for 2015 

gross domestic product (GDP) have been revised downward. GDP came in at a disappointing 0.6 percent for first quarter 2015 but 

rebounded in the second quarter to 3.7 percent. GDP is expected to grow around 2.4 percent for the year, rather than around 3 per-

cent as originally predicted. While below original predictions, it is still similar to the growth rate achieved in 2014. Recent global devel-

opments, from Greece to China, have increased volatility in the financial markets, which can make assets like real estate relatively at-

tractive.  

Household Formations Trending Toward Rental Housing 

Along with the strengthening economy, household formations ramped 

up significantly at the end of 2014 and the first half of 2015. The major-

ity of newly formed households chose rental housing, a consistent 

trend since 2007.The growth in renter household formation over the 

past few quarters has supported robust multifamily performance. At 

the end of second quarter 2015, the national vacancy rate remained 

very close to historical lows, bouncing between 4.2 and 4.3 percent, 

according to REIS. Rent growth also remained strong, rising 3.7 per-

cent year-over-year.  

Source: Freddie Mac Multifamily Research Perspectives 
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Multifamily Outlook Second Half 2015—Freddie Mac Executive Summary 

 

Property Valuations Exceed Expectations, Interest Rates Remain Low 

According to Real Capital Analytics (RCA), multifamily property prices increased 15 percent year-over-year in second quarter 2015. 

Property values have increased on average 15 percent per year since fourth quarter 2010. This growth is propelled by investors’ grow-

ing appetite for multifamily investments and strong property fundamentals. The increase in capital available also contributes to property 

price appreciation as more investors are drawn to the high returns. This indicates that investor confidence in multifamily properties re-

mains high, even with the increased construction. Despite the large gains in property prices and volatile interest rates, capitalization 

rates (cap rates) have remained relatively unchanged at around 6 percent over the past several quarters. According to RCA, transac-

tions completed in the first half of 2015 had, on average, a lower cap rate than transactions in 2014. This results from a combination of 

high investor confidence and shifting concentration of deals. In the first half of 2015, more transactions were concentrated in fewer 

markets than in 2014. In 2015, 65 percent of property sales were in metros with an average cap rate below 5 percent, compared to 

only 41 percent in 2014.  

 

Origination Volume Spills over from 2014 

The pace of multifamily origination volume remained elevated from the sec-

ond half of 2014 to the first half of 2015. Most of the same factors are still at 

play, such as low interest rates, increasing construction, and increasing 

property prices -- driving the increase in 2015 volume. Another factor is the 

high volume of loans reaching maturity. As shown in Exhibit 5, the abundant 

capital will continue to flow into the multifamily debt market as strong funda-

mentals are likely to persist in the mid-term  

 

 

 

Source: Freddie Mac Multifamily Research Perspectives 
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TRP HOUSING FUND MARKET OVERVIEW 

 

Inland Empire 

The median sales price of single-family homes in Riverside and San Bernardino Counties remained flat in the quarter at $315,000, 

compared to last quarter; representing an increase of 6.2% year-over-year, up from $296,500 as of September, 2015. The overall 

year-over-year price increases in the Fund’s general housing market indicate healthy price appreciation for the Fund’s underlying as-

sets.  

Home sales in Riverside and San Bernardino Counties during the Third Quarter totaled 11,728, down 3.2% from last quarter; howev-

er, up 16.0% quarter-over-quarter from 2015. 

Homes available for sale in Riverside and San Bernardino Counties at Third Quarter end decreased by 3.5% from the end of last 

quarter. Year-over-year, number of houses available decreased by 7.3% as the sales outpaced supply of new listings over the past 

year. The “months supply” of inventory remained 4.0 for the month of September 2015 compared to the end of last quarter and de-

creased 20.0% year-over-year from 5.0 months in September 2015. Lower supply bodes well for future price increases.  

According to the John Husing report, “In 2015, the Inland Empire’s growth is in the process of continuing the rapid employment ex-

pansion that began in 2013 (new jobs: 51,100; 4.2%) and 2014 (new jobs: 53,100; 4.2%). Through the first half of 2015, the economy 

is up 4.0% from early 2014. If that holds for the year, the economy will add 52,400 jobs, just above the QER forecast of 51,250. That 

result would set a record for local jobs at 1,351,500, up 48,400 from the pre-recession high of 1,302,700. The preliminary forecast for 

2016 is for another 57,700 jobs to be created, an increase of 4.3%.”  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source: OCAR and Claremont McKenna 
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TRP HOUSING FUND MARKET OVERVIEW 

 

Southern Nevada (Las Vegas), Nevada 

 

Local home prices remained remarkably stable in September, according to a report released  by the Greater Las Vegas Association 

of REALTORS® (GLVAR). 

GLVAR President Keith Lynam, a longtime local REALTOR®, said the 2015 trend toward increasingly stable home prices and gradu-

ally increasing home sales is a healthy one for homeowners. “Our local housing statistics have become pretty predictable this year 

and more stable than they’ve been in several years,” Lynam said. “And stable and predictable are good things for homeowners and 

for the local housing market. It’s certainly preferable to the real estate roller coaster ride we experienced over the past decade.” 

GLVAR reported the median price of homes sold through its Multiple Listing Service during September was $220,000, the same as it 

was in August, but up 8.6 percent from $202,500 one year ago. Meanwhile, the median price of local condominiums and townhomes, 

including high-rise condos, sold in September was $119,000. That was up 14.1 percent from $104,250 one year ago. 

According to GLVAR, the total number of existing local homes, condominiums and townhomes sold in September was 3,285, up from 

2,982 one year ago. Compared to September 2014, 14.3 percent more homes, but 6.3 percent fewer condos and townhomes, sold 

this September. So far in 2015, Lynam said local home sales remain ahead of last year’s sales pace. 

 For more than two years, GLVAR has been reporting fewer distressed sales and more traditional home sales, where lenders are not 

controlling the transaction. In September, 6.8 percent of all local sales were short sales – which occur when lenders allow borrowers 

to sell a home for less than what they owe on the mortgage. That’s down from 10.4 percent one year ago. Another 7.1 percent of 

September sales were bank-owned, down from 8.8 percent one year ago.  

Like local housing prices, GLVAR statistics also pointed to a steady housing supply. The total number of single-family homes listed 

for sale on GLVAR’s Multiple Listing Service in September was 13,389, down 3.4 percent from one year ago. GLVAR tracked a total 

of 3,438 condos, high-rise condos and townhomes listed for sale on its MLS in September, down 2.4 percent from one year ago. 

GLVAR said 26.8 percent of all local properties sold in September were purchased with cash. That’s down from 34.3 percent one 

year ago and less than half of the February 2013 peak of 59.5 percent, indicating that cash buyers and investors are still more active 

in Southern Nevada than in most other parts of the country, but that their influence is waning. 

  

  

 

 

Source: GLVAR 
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OKLAHOMA  CITY, OKLAHOMA MARKET UPDATES 

  

  

 

 

Source: Berkadia Apartment Update 

 Expansion occurred in 10 of the 11 employment sectors in the last four quarters in the Oklahoma City metro area. Businesses added 12,000 

workers to local payrolls through September of this year, a 1.9% annual increase. Hiring in the professional and business services sector contributed 
heavily to overall staff increases as 3,000 positions were filled, a gain of 3.8%. The greatest rate of growth was in the leisure and hospitality industry, 
a 4% increase resulting from 2,700 new hires. Substantial job creation was also present in the trade, transportation and utilities segment, which 
expanded 2.3% as 2,500 workers were recruited. Losses were confined to the natural resources and mining industry, where 1,000 jobs were 
eliminated, contraction of 4.5%. 

 Metrowide unemployment was 3.8% at the end of the third quarter last year. The jobless rate fell to 3.1% in early 2015. By September of this 

year, unemployment rose to a still-healthy 3.9%. 

 Single-family home prices appreciated 8.6% in the last four quarters to $159,100. Meanwhile, sales velocity advanced 13.2% with 39,000 

annualized transactions.  

 Apartment absorption averaged 560 units from 2010 to 2014. In the last four quarters, renters occupied 490 additional rentals.  

 Completions totaled 460 apartments in the third quarter, a 16.4% increase over the same quarter last year. Deliveries in the South Oklahoma 

City submarket accounted for nearly two-thirds of metrowide completions. 

 Asking rents reached $737 per month in September, a 0.7% year-over-year ascent. Operators offered higher renter inducements in the face of 

rising vacancy. Concessions in the last four quarters increased from 1.1% to 1.6% of asking rents. 

(The Chelsea) 

( Esperanza, TV, Cinnamon Square) 
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TULSA, OKLAHOMA MARKET UPDATES 

  

  

 

 

Source: Berkadia Apartment Update 

 Businesses in the trade, transportation and utilities sector added 2,200 workers to payrolls through September of this year, a gain of 2.6% since 

the third quarter of 2014. The sector lifted overall employment 0.8% year over year with 3,500 newly created jobs. In the leisure and hospitality 
industry, 1,400 workers were added, an increase of 3.4%. Hiring was uneven in the blue-collar segments, as the construction sector grew 5.7% with 
1,200 new workers, while the manufacturing industry contracted 3.7% as 1,900 jobs were eliminated. 

 Metrowide unemployment was 4.3% at the end of the third quarter, 20 basis points higher than one year ago. Despite the increase, the local 

jobless rate was considerably lower than the national average. 

 Developers requested permits for 2,930 annualized homes in September, a 2.3% reduction from the same period last year. In the last four 

quarters, home values appreciated 7.2% to $157,300 in the third quarter.  

 Apartment absorption averaged 880 units from 2010 to 2014. In the last four quarters, operators recorded absorption of 700 apartments, the 

same leasing activity as the prior four quarters.  

 Since September of 2014, developers completed 740 units among six apartment communities in the metro area. More than 50% of the new 

inventory was in the South submarket. The number of apartments delivered in the last four quarters was 6.7% higher than the five-year average.  

 Sustained apartment demand spurred developers to add to the planning pipeline. Permitting activity rose 19.4% in the last four quarters to 950 

annualized apartments in September, edging closer to average annual issuance of 970 permits from 2010 to 2014. 

 Apartment demand kept pace with deliveries on a year-over-year basis, with metrowide vacancy of 5.8% in September. 

 Asking rents reached $714 per month in the third quarter, 3.3% annual appreciation, accelerating from a 2.8% increase in the prior year. In the 

highest-rent submarket, Central Tulsa, monthly rents grew at the fastest rate, a 5.3% gain to $907. Metrowide, concessions averaged 0.7% of asking 
rents, the same as one year ago. 

(Yaletowne, Southern Elms) 


