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Market  
Dashboard 

Craigslist 
Avg. rent 

$1,132 

Fourplex  
appreciation 
since 2017 

75.3% 

Fourplex  
appreciation 
2022 

 
12.3% 

# of active 
investors  
in market 

 
1,828 

Increase in 
investor 
interest 
since 1st 
week of 
pandemic  

 
 
 

562% 

Fourplex  
appreciation 
2017-2022 

 
73.7% 

very strong up until just under a 7.0% in-
terest rate. 
As a personal example, the fourplex that 
our family acquired in the case study cov-
ered in the November 2022 newsletter, fea-
turing the tax benefits of commercial real 
estate, achieved a 15.8% internal rate of 
return at  the 3.77% interest rate we closed 
on, with an interest rate closer to 
6.00% ,the IRR is still a very attractive 
12.20%. 
When you layer in the tax benefit of cost 
segregation and the 100% cost recovery 
from the 2018 Tax Cut & Jobs Act, the 
IRR moves from 20.6% at 3.77% interest 
rate to 15.8% at a 6.00% interest rate. 
 
Said another way, The tax benefit of ac-
quiring in 2023 will trump the detriment 
of closing with a higher interest rate. 

“I cannot think of 
the last time when 

I closed deals 
where the com-

mercial mortgage 
interest rate was 
lower than the 

residential mort-
gage rate, but that 
was very common 

for Q4-2022.” 
-Todd Clarke 

One additional trend we follow is the average 
number of investors who reach our to our office 
in any given month.  The graph to the right indi-
cates relatively no change in the quantity of in-
vestors,  Anecdotal evidence in one on one inter-
views does indicate the quality of investors been 
skewed by the return of the every hopeful vulture 
investor. 
Sophisticated investors are balancing what 
they are experience in other markets vs. the 
tax benefits of getting another deal done.  

Why tax savvy investors 
will be bulking up on 
deals before year’s end. 

Happy new years to you and yours! 
In times of volatility, it’s often hardest to 
forecast the near future.  2022 experienced 
a lot fuel on the volatility fire with inflation 
and the national economy sending out 
mixed signals on interest rates, added to 
the ongoing disruption caused by the war 
in Ukraine and on-going post covid supply 
chain issues, it would be easy to cave into 
the pessimists in the market. 
Parallels to 2008? 
So is 2023 likely to be a repeat of the 2008 
housing meltdown? I do not think so.  If 
you review seven key indicates in the com-
parison table to the right, you might arrive 
at the same conclusion that the current 
market fundamentals are very strong. 
Yes, interest rates have increased, but as 
our September newsletter indicated, most 
investor’s internal rates of return are still 

Comparison  2008 2023 
Equity Capital in 
market 

Scarce Abundant 

Trust in market Scarce post 
Lehman  

Brothers failure 

High 

Housing market 
was driven by 

NINJA loans, 
derivates trades 
and extraordi-
nary push to 
increase % of 
home owners 

Increasing  
employment, 

increasing pop-
ulation and lim-
ited new supply 

post 2008  
bubble 

Federal Govern-
ment market 
 intervention 

T.A.R.P, injec-
tion of Trillions 
of $  to stabilize 
global economy 

Reduction of 
QE2, increase 

of interest rates. 

Labor Market Abundant- more 
employees 

looking for jobs 

Scarce - more 
jobs looking for 

employees. 

Lending Capital 
in market  

Scarce Abundant 

Change in  
lending market: 

Within hours Over a couple 
of quarters 



 

When our housing supply growth matches our job growth, only 
then will housing & rent inflation cool down. 

 



 
Fourplex market update 

Fourplex sales continue to be on an upward  
trajectory in terms of number of sales, and overall 
price trends with 73.7% appreciation between 2017 to 
2022 and 12.3% appreciation for all of 2022. For the 
first time since 2016, we have seen a decrease in the 
number taken to market vs. the number sold. 

I share with 
fourplex investors, 
the thought. pause 
today, and next 
month it will cost 
you $9,000 more 
next month... 
 D. Todd Clarke  

Q1-2023 is likely to be slower for owner 
occupant fourplex sales as 55% of all 
fourplex sales in 2022 were closed using 
a VA owner occupant loan. 



Tax Benefits of closing in 2023 and the Impact of 
interest rates on the after tax IRR. Another look at 
the 715 Fruit NW fourplex case study. 

 
 
 

 
 
 

 
In November of 2022, NMAA recorded a video 

presentation on the benefits of using cost segrega-
tion and the tax cut and jobs act of 2017 to drop 

the effective  
Federal Tax rate from 35% to 0%. 

http://www.nmapartment.com/cretaxbenefits 
 

This week, NMAA updated that for the 80% bene-
fit investors receive for closing in 2023 which drops 

your  
effective Federal Tax Rate from 35% to 5%. 

http://www.nmapartment.com/cretaxbenefits2023 
 
 

Even with higher interest rates, the same investor 
would be achieving a 15.80% after tax Internal Rate of 
Return AND they would be able to reduce their effect 
tax rate to 5.0% 

NMAA Marketing Efforts for Q1 to Q2 - 2023 
In the interviews I did with investors, brokers and lenders, the most common term I 
heard for 2022 was fatigue, deal fatigue, pandemic fatigue, work fatigue, work-from-
home fatigue, just a general its been a long hard three years fatigue. 
 
As we negotiated deals in Q4-2022, we experienced a lot more seller/buyer friction 
and stress than I have seen in recent years.  For Buyers it was often the stress of not 
having done a deal 90 days prior and looking back to where interest rates were in Q2-
2023 and for Sellers it was the uncertainty of  - is the current buyer the best buyer I 
will have for my property in the next 90 days. 
 
My interview with local banks and credit unions indicates that Q4-2023 was an op-
portunity to move funds for lending from the many-year-strong residential home mar-
ket to the underserved commercial market.  This was further evidencet by the number 
of deals we saw close where the commercial interest rate was lower than the residen-
tial interest rate. 
 
The wave of out of state 1031 exchange driven investors continues, but many of them 
are experiencing deal stress on the property they are selling, and are hopeful, if not 
insisting on carrying to carry that stress to our market, which is an apples to oranges 
comparison as they are in often existing markets with rent control, and therefore, a 
shallower pool of buyers, and entering a market without rent control and a market that 
as of November, was #1 in the country for rent growth (per Yardi report— http://
www.nmapartment.com/resources/YARDI-MatrixMultifamilyNationalReport-
November2022.pdf) 
 
Knowing the above, NM Apartment Investors will be focusing its marketing time and 
dollars on creating new local investors with a targeted campaign to high networth  
people who are looking for tax benefits of owning commercial real estate. 
 
The first mailing campaign to 1,180 dentists across the state of New Mexico will 
start arriving in those potential investors mailboxes this week. 
 
Todd Clarke CCIM CIPS 
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Hope for more 
rental inventory: 

 
“Recently our 

offer has had an 
influx of calls 

from residential 
owners and bro-
kers asking us to 
lease their houses 
as they pivot from 

selling to hold-
ing.” 

- Kyle Deacon 
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Seeding the market for new investors in 2023 


