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NEW CONDO CONSTRUCTION ~

CYCLE FOCUSED ON LUXURY,

HOME SHARING

EY BRIAN BANDELL - EBANDCLLEBIZJOURNALE.COM - @SITBJREALESTATE « 786-533-B215

| he wowering construe

tion cranes that once

T peppered South Florida

skylines have been

I mostly absent the past

few years. Bul they're aboul 10 come
back - and in tull force,

Yet, this latest condominium boom
will be different than prior bullding
cycles.

Unlike past condo booms sparked
by foreign investors, wealthy domes-
tic buyers - many of them new resi
dents fromout ol state  are the driving
force fueling the current luxury condo
market. Foreign investors are still part
of the mix, though. with condos built
for hame-sharing now their preferred
option, industry insiders say.

It's @ welcome housing trend., fol-
lowing the dip in condo sales that came
with the strengthening of the LS. dol
lar and the construction slowdown
wrought by Covid-19. So, the timing
couldn’t be better for a robust condo
construction cycle to help bonst citfes’
tax rolls and generate plenty of work for
architects and construction companics.

People from the Northeast and West
Coast vontinue to relotate to South
Florida, which will result in aflluent
vear round residents spending big in
the regfon. Meanwhile, investor-owned
oondas used for home-sharing should
attract more tourist dollars.

“Ome of the major differences in
this cycle is it's coming on the heels
of businesses moving here,” said Nich-
olas Pérez, VP of Miami based Relat
ed Group, which is launching sales
on about 2,500 South Florida condo
unitsover the next 12 months. “During
the last eycle, we didn’t have compa-
nies like Goldman Sachs and Bl
stone coming here. With those new
employees coming down, it's all com-
ing together,”

David Arditi, a founding partner
ol Miami-based Aria Development,
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If the
demand
from
domestic
buyers
maintains
itself, then
we don't
need 11 new
bulldings;
we need
I new
buildings.”
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CRAIG &.
STUDNICKY,
principal,
1SG World

vas surprised at how robust demand
has been compared to previous con-
do cycles.

He started taking reservations for
the 448 unit 501 First in downtown
Miami in May. The project was ful
ly reserved by August and ready to
g0 w contracts. That sales pace was
abourt four times as fast as Arla Devel
opment’s YotelPad Miami. which
launched sales in 2018 and should be
completed in late 2021, he said. Both
projects allow short-term rentals,

“If you create the right product
that is in line with buyers’ expecta
tions, there's a lar of strong interest,”
Arditi said, “And there's higher domes-
tic Interest than in the past from the
Northeast and the West Coast.”

Many people who previously lived
overseas are now domestic residents
and remain 4 major source of conde
transactions, said Vanessa Grout, CEO
of real estate for Oko Group in Miami,
where she helped generate $195 mil-
lon In preconstruction deals at Mis-
soni Bafa in Edgewater and Una Res-
tdences in Brickell in the past year.
Oko’s 23-unit Aman Hotel & Residenc
es in Miami Beach sold out this year
without even launching a marketing
campaign, Grout hasn't witnessed
sales volume this strong in vears,

The Sourh Florida condo eyele from
2002 to 2007 produced about 59,000
units. which was far o robust and
led w a market meltdown, said Craig
Studnicky, principal of Miami-based
brokerage 1SG World. Much of that
activity was supported by risky loans
and speculation, he added,

The condo cycle that started in 2012
created about 19,000 units, mostly
with 50% deposits and forelgn buyers.
Only 1.5% of those units remain to be
sokl. mostly thanks to domestic buyers
picking up the pace atter Latin Ameri
can buyers largely backed off, he said.

Only 2,505 condo units are current
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Iy under construction in coastal South
Florida, according to ISG Worid. Stud-
nicky expects that number to rise.
Some developers are waiting for
condo prices on the resale market o
increase belore launching projects,
because they don't want new condoes to
compete with less expensive ones in rel
atively new bulldings, Studnicky said.
As the resale Inventory declines and
prices increase, more of those develop-
ers will move forward on new projects.
“If the demand from domestic buy-
ers maintaing itselfl then we don't
need 11 new buildings; we need 111
new buildings,” Studnicky said, “We

\RRERRgEEE

A Andren Goundine,




"SOUTHFLORIDA

Page 3

have hit a serious wall with [a lack of)
condo inventory.”

TWO TYPES OF PROJECTS

The majority of new condos proposed
in South Florida over the past year have
been Juxury with fairly large units or
smaller units with friendly policies on
short-term rentals.

The Related Group Is working on
hoth types. Baccarat Residences in
Miami, which is all abour luxury and
larger units, has over S0% reservations
alter 60 days, Related President Jon
Paul Pérez said, Buyers are evenly split
between the domestic market and Latin
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YotelPad Miami, center, by the Aria Developrment Group, is currentiy

under construction in downtown Miami,
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America. a big difference from the last
cycle, when 90% of buyers in its Miami
projects hailed from Latin America.

In downtown Miami, Related’s Dis-
trict 225 has smaller unils starting al
$350,000 and it"s working with Airb
nb to facilitate short-term rentals for
buyers. Pérez said the majority of buy
€TS 4re INVestoTs.

Locations popular with tourists,
such as Wynwood and Miami's urban
core, are great for short-term rentals,
Pérez said. Beachlront locations are
often better for luxury condos that
appeal 1o wealthy buyers, as develop
ment costs result in price points (0o
costly for many investors, he added.

Buyers from the West Coast have
shown up in stronger numbers than
usual for the beachfront Selene
Oceanfront Residences in Fort Lau
derdale and most of Kolter Urban's
Florida condos this year, said Ed lahn,
senior VP of the Delray Beach-based
develnper. After launching sales for
Selene in April, It has reserved 100 of
Its 196 units. Larger oncs priced from
$800,000 to §1.2 million are most in
demand.

“Before, vee might have seen one or
two people a year [rom those states,
and they would be second homeown
ers,” lahn said. “Now, they are moy
Ing thelr primary residence here, and
rhat's a major shift.”

Yet, there’s strong demand for con-
do units in downtown locations priced
from $350,000 to $750,000, said Peg
gy Clin, CEO of OneWorld Proper
ties, because it’s the price range that
appeals 1o foreign investars and a lot of
working professionals who are mov-
Ing here. Permission for short-term
rentals provides flexibility to generate
more moncey, she added.

“It’s about the dollar value of the
unit, not the price per square foot,”
Olin said. “As long as you offer them
a living solution with a nice two bed
room unit that is efficient and at a
great location, they will buy it.*

Another major pool of buyers are
local empty-nesters aiming to sell laj
homes to live in large condo units, sai
Carlos Melo, co-principal of Miami
based Melo Group. After launchin
sales in June for the 391 unit first tow
er of Aria Reserve in Edgewater, 30%
are currently reserved.

Unlike the last cycle, when the
Related Group required 50% deposits
for nearly all its projects, it now typi-
cally asks for 10", deposits.

The early 2000s model ol'about 20%,

CONTINUED ON PAGE 14



"SOUTHFLORIDA

'BUSINESS JOURNAL

Page 4

The Selene Ocvanfront Residences are planned at 3000

Athambra S8 In Fort Lauderdale,

CONTINUED FROM PAGE 13

down isn't making a comeback.
But Melo Group will take 301
deposits from domestic buyers

“We believe the banks will see
these are real buyers, and that 307
is enough.” co-principal Martin
Melo said.
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collapse in] Surfyide off the table,
| don’t think the market can sup
port the amount of new towers
and prices. But ... no one knows
what gevernment and insurance
companies will do with older
buildings.”

Since the collapse of the
Champlain Towers South condo

because of the high costs of buy
ing land and construction, Relat
ed’s Jon Paul Pérez said. Howev
er, the company’s Related Urban
division, which focuses on afford
able housing, might build some
for-sale units a1 workforce-level
prices on land itcontrols, he add
ed. Related Urban has land leases
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Aria Reserve Miami is planned at 700 N.E. 24th St

condodevelopment - such as Bric
kell, downtown Miami and Miami
Beach - are once agaln attract
ing new projects, but some new
neighborhoods are now In plav.

Coconut Grove Is ripe for more
condo development, sald Ugo
Colombo, CEO of Mlami-based
CMC Group. The neighborhood
has great schools and an attrac
tive lifestyle, so it"s perfect for a
luxury project with larger units.
Colombo has a similar strate
gy with Ondo Residences in Bay
Harbor Islands, which he's devel
oping with Morabito Properties

*I don't think you will sce a
crazy amount of condo construc
tion,” Colombo said. “Financing
is not as casy as it used to be.
Banks are more conservative with
their requirements. There's not
the driver of 50 deposits from
Latin American buyers.”

The West Palm Beach area
has strong demand for new con
dos, said Chris Leavitt, executive
director of luxury sales at Doug
las Elliman, who helped sell out
the Bristol Palm Beach at record
prices and has neardy sold all
units at La Clara. With no condo
construction in the town of Palm
Beach, having a condo just over
the bridge in West Palm Beach is
highly desirable,

The influx of financial services
flrms opening offices in West Palm
Beach will create demand for
downtown condos, Leavitt said.

“There's a real need for Juxa
ry towers with lots of amenities
that aren’t at waterfront prices,”
he said. “West Palm Beach is in
the infancy ol a boom.”

Downtown Fort Lawderdale

in June, some buyers have shied withseveral local governments for uooo & also has a need for units priced
NOT MUCH FOR WORKING- away from units in older bulld mixed- income housing projects. f:'é G.,:up‘ for working professionals, One
CLASS BUYERS ings, but new bulldings may be World Properties’ Olin said.
Whilke the median sales price for out of their price range DEVELOPERS TARGET Zalewsk! expects plenty of
condos (n South Florida is (n the Buikding new condos priced NEW AREAS activity in Broward County, stem

mid-$200,000s, most new units
won't be priced anywhere near
that. So, working class residents
hoping for a new condo In their
price range will be disappointed

1SG World’s Studnicky said
condos built from 2012 0 2020
in Brickell averaged $620 a square
feet, but new buildings average
$1,000 a square foot. Addition
ally, the average price per square
foot in downtown Miami jumped
10 $1,200 from $800.

“Pricing north of $1,000 per
square foor a few blocks west
of Biscayne Boulevard is a pipe
dream.” said Peter Zalewski.
principal of Miami-based Condo
Vuhtures. “If you take [the condo

in the $200,000s is challenging

Most of the tradittonal hot spots for

Nichoias and Jon Paul Pérez, the Related Group
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ming from terminations and
redevelopments of older coast
al buildings in Hallandale Beach
and Hollywood in the wake of the
collapse in Surfside

In addition to
ccts, the Relat
Solimar condo
tion in Pompa
second condo |
by, and it’s pr
occanfront coq
Beach and ne
Flagler Drive in
Jon Paul Pérez o

“The demai
Very strong, an
in a position to ta
this new cycle,” he sald. 7




