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Competition for housing has grown astronomically in the past 5 years all 
over the United States. Although we are still struggling with physical 
occupancy in some areas, it is the economic occupancy that has really 
suffered when competing for those ever-demanding prospects that are 
constantly looking for the “best deals” as their primary decision for leasing.   
 
The real problem has been compounded by not only lowering market rates 
but coupled with insane amounts of move in specials and “deals” that have 
been so prevalent these past few years. However, the days of the “$99 
Moves You In!” “6 Months Free!” and “Pick Your Own Price!” banners are 
beginning to fade, and we are “ever so slightly” showing signs of recovery 
of those precious rentals dollars we have lost during the “concession wars 
era”.  
 
With the economy starting to trend upward and markets gradually moving 
toward the “profit” column, the long awaited day of pushing rental rates is 
finally here. No longer is the old adage of “some money is better than no 
money” collected on a vacant unit, applicable. Overall expenses for just 
“maintaining” the property have sky rocketed, including utility increases 
from the recent hurricane season which caused the loss of production of oil 
resources driving consumer prices to record setting highs. These factors have 
affected many levels of running our business, directly and indirectly. The 
first quarter of 2006 will see a real serge of rental increases and offers of any 
“move in deals” will only be for selected surplus floor plans or units with the 
longest days vacant record. 
 
Now here is our challenge: we have used the “crutches” of exorbitant 
concession deals and lowered market rates for so long, that breaking these 
bad habits and closing the sale without these “tools” is going to be very 
difficult, especially for those consultants who have only been in the business 
for the past few years and only know THIS technique of closing the sale. So 
how can we gently nudge rental rates while reducing the temptation of using 
those “bargaining concessions”? 
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To begin understanding why lowering market rates is such a bad idea in the 
first place, here are 3 major areas of concern to consider:  
 
1. All property budgets are based on a certain percentage of physical and 
economic occupancy each month to create the main income source…. rental 
collections. Any deviations to those numbers results in less cash flow 
coming in. In other words, you are already in the “hole” when lowering the 
basic market rents. Think of it as a loss of “potential income”. Without 
getting into too much math, here is a simple example: 

• If you have a 100 unit property with all the same unit type and the 
market rate is $600.00 per month, the GPI (Gross Potential 
Income) would be 100 x $600.00 = $60,000.00 per month or 
$720,000.00 per year of rental income. 

• If market conditions merit lower market rates, say to $550.00 per 
month, your monthly GPI changes to only $55,000.00 per month 
and significantly, annually, to $660,000.00, creating a $60,000.00 
loss from just a $50.00 decrease in the monthly market 
rate…income loss of which you can never recoup unless you raise 
the market rate higher than the original $600.00 per month rate to 
make up for the lost revenue from even one unit at the lower rate. 

• Secondly, any vacancy rental amounts will just add to the overall 
income loss. At a 5% vacancy loss on a market rate of $600.00, 
that’s $3,000.00 per month…gone! Therefore everyday a unit sits 
vacant you would be loosing $20.00 per day, per unit. 

• Finally, don’t forget that the market rate loss isn’t the only “loss” 
associated with this equation. There are maintenance turn costs, 
marketing /advertising expenses, and even leasing consultant 
incentives and commissions, which, combined with, market rent 
and vacancy losses can add up to substantial decrease of income 
and can cripple cash flow for months…sometimes years! 

 
2. When creating property budgets, trends reports, and projections each year 
for our owners and investors, accuracy in the data gathered is a major key in 
your forecasts.  When determining what your market rents should be, begin 
by reviewing your competitive marketing analysis information and ask 
yourself the following questions: 

• Does my community still match up, competitively; to the 
properties we currently have on our market surveys or have there 
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been significant changes that would change those direct 
competitors? Changes such as… 

o Major rehab to either our community or theirs that would 
change our status to a higher competitive property level 

o Increase or decrease in local businesses in the area affecting 
the value of location and convenience for our property 

o New community built in the immediate area with 
significantly higher rental rates 

o Are any of our competitive properties under new 
management or new ownership? 

o Has any of our competition’s resident profile changed? 
• When was the last time a physical visit for visual comparison was 

completed for each of our competitive properties? 
• How timely, accurate, and thorough is the information on our 

competitive survey list? 
• How does our community stand up in overall value to our 

competition? 
• Are our property market rents higher, lower, or about the same as, 

our competitors? 
• Are we getting “top dollar” for our rents for what our community 

has to offer including age of the property, amenity packages, 
concierge services, sub market conditions, etc. 

 
3. Hiring, educating, and retraining all leasing consultants to develop their 
sales skills to focus on “value selling”. Consumers understand the concept of 
“you get what you pay for”, in other words, the price should equal the value 
of the product or service. Instead of using the “negative approach” to closing 
the lease by offering discounts, we must generate confidence in our 
customer’s minds to convince them that the higher price is worth every 
penny. Overcoming objections to higher prices by using a “laundry list” of 
all the benefits of living at your community and adding value to the rental 
amount using enhancing features of that individual unit are the keys.  
 
Market conditions change regularly causing fluctuation in market prices. But 
one factor that will have a lasting affect on your property’s ability to 
increase market rates is the attitude of the leasing consultant. If they don’t 
believe in the price of the market rents, how can they convince prospects to 
see the value in leasing at your community?  
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Because “YOUR BEST IS YET TO COME!” 
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