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A season for everything
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he year 2018 has been a tu-

multuous year for some, a new

beginning for some and an

ending for another. As in life,
there is a season for everything. As of
mid-December, the locals are dominat-
ing and ramping up their positions with
14 buyers out of the 20 top transactions
coming from local origin.

Korea, Japan, the Philippines and
California has one buyer each and Taiwan
has two, rounding up the top 20 transac-
tions. The local buyers’ motivation ranges
from new business location, business ex-
pansion, future development, investment
income and long term speculation. Off
island investors vary from major institu-
tions proposing resort hotel development
to mom and pop investors that acquired
condominium units for rental income.

Annualized sales volume based on
11 months data is down by 20% to $416.2
million, although there is one large sale
in the pipeline that may level up the sales
volume if it closes by year end. The num-
ber of sales is down by 3% to 1,450.

Upward pressure on price, lim-
ited supply, limited labor, skyrocketing
construction cost and looming housing
affordability crisis are among the issues
that will still be hanging as we enter 2019.
Low hanging fruits have definitely been
picked, but a new and creative way of de-
velopment will make way. Also looming
for the real estate investor is the doubling
in real property tax amount for improve-
ments of $1 million and more. This may
seems like a difference from annual real
property tax payments of $3,500 doubling
to $7,000; but for major hotels, this could
be $175,000 to $350,000.

Our changing tourism target market
requires different product and affects real
estate demand. The previously packaged
tours travllers are replaced with more free
individual travellers that enjoy driving
around to various places on island and
not necessarily staying within Tumon’s
borders.

Multiple Listing Service residential rental

No. of transactions Sold volume ($)
Item 2017 2018 | % Change 2017 2018! % Change
Condo/Townhouse/Apt 1,098 1,162 5.8% $1,803,336 | $1,982,986 | 10.0%
SFD 737 767 4.1% $1,757,783 | $1,814,454 | 3.2%
Total Residential 1,835 1,929 5.1% $3,561,119 | $3,797,440 | 6.6%
*Based on 2018 YTD through December 17, 2018.

Source: Cornerstone Valuation Guam Inc.

Item 2017 2018 | % Change
Condo/ $1,600 $1,800 12.5%
Townhouse/

Apt

SFD $2,450 $2,450 0.0%
Total $2,200 $2,200 0.0%
Residential

MLS residential active listing

Median asking
Item No. of sales Sl
Condo/ 307 $2,200
Townhouse/Apt
SFD 205 $2,450
Total Residential | 512 $2,205

1Based on 2018 YTD through December 17, 2018.

!gased on 2018 YTD through December 17, 2018.

Source: Cornerstone Valuation Guam Inc.

Tumon and Tamuning land records
new recent highs. A three-acre Tumon
oceanfront sold at $1,009 per square me-
ter to a Japanese investor and 2.3 acres of
Happy Landing Road land sold at $580
square meter to a Korean investor report-
edly planning to build mid-market hotel.
A 2,324 square meter oceanfront along
Agana Bay also sold in October for $538
per square meter. A California based reli-
gious organization acquire Marine Corps
Drive Tamuning land for $467 per square
meter for development of its headquar-
ters. Median size for land sold in Guam
is still at the half acre size and the median
price is now at $74,000 per lot, or $42 per
square meter. Limited availability of ready
to build lots with all the infrastructure are
further exacerbating the looming afford-
ability housing crisis.

There were 11 commercial build-
ing sales in 2018 from a $210,000 Route
8 two-story building to the $3.2 million
former Chen’s Furniture building along
Marine Corps Drive. Included in the sales
are two commercial buildings in the rare-
ly available area of Hagatiia. The Doctor’s
Clinic near Guam Memorial Hospital was
sold for $1.1 million and a dental office
acquired a one story building along Gov.
Carlos Camacho for owner occupancy.

A local restauranteur acquired the North
Island Tinting building along Route 16,
for a future new location. We also see the
Camacho Landmark Building that was
completed in late 2017 nearly achiev-

ing occupancy stabilization. It was also
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Source: Cornerstone Valuation Guam Inc.

Affordability index

Demographic housing affordability index

Rating Median multiple
Affordable 3.0 and under
Moderately Unaffordable 3.1t04.0
Seriously Unaffordable 4.11t05.0
Severely Unaffordable 5.1 and Above
Source: Demographi ional Housing Aff ility Survey: 2018
Guam
Affordability 2018 2017 2016 2015
Index
Residential 4.2 4.0 4.1 337,
Single Family 44 43 45 4.2
Dwelling
Condominium 3.2 3.6 34 353
Median Multiple: Median House Price/Median household income
Market Affordability Comments
Guam 4.2 Seriously unaffordable
Honolulu 9.2 Severely unaffordable
Phoenix, AZ 4.2 Seriously unaffordable
San Jose, CA 10.3 Severely unaffordable
Jacksonville, FL 4.0 Moderately unaffordable
Source: 14th Annual Demograp | Housing Affordability Survey: 2018

wonderful to see the former Ben Franklin
building back to its former glory and
then some. There was only one industrial
property sold for $1.46 million located
along Route 15 to an adjacent property
owner.

The apartment market reflects only
three sales this year, after 14 sales in 2017.
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2018 top 20 real estate transactions Guam real estate sales volume by year
$600 80%
Property Municipality Land area (sm) Transaction date Indicated price -~
$500
Tumon Oceanfront Land Tamuning 12,882 12/3/2018 $13,000,000 - -
Wyndham Garden Hotel Tamuning 10,084 7/11/2018 $6,500,000 % oo .
prs 20% %
Tumon Beachside Land Tamuning 8,072 1/10/2018 $6,256,800 “-ET $300 g
3 0%
Tanguisson Road Land Dededo 126,964 7/9/2018 $5,967,308 s s200 *
Happy Landing Road Land | Tamuning 9,144 10/10/2018 $5,300,000 3 I
$100
Tanguisson Road Land Dededo 112,780 6/22/2018 $4,821,345 %
$0
Route 3 Land Dededo 43,492 2/8/2018 $4,200,000 w1311 20141 20151 2o | Ko7 20sit) -60% ;
Royal Garden Phase Il Land | Tamuning 24,279 2/26/2018 $3,200,000 [msalsvol (M) 5270 | $278.1 | 63247 | 5602 | $5225 | sate2
| o~ %cnange| 43% | 3% | 17w | 7% | % | 20%
Former Chen's Furniture o 1) Based ber 2018(11 months).
Building Tamuning 9,429 5/22/2018 $3,200,000 Source: Cornerstone Valuation Guam Inc.
Former MidPac Warehouse | Tamuning 4,900 9/24/2018 $2,200,000 Guam real estate sales volume by year
Route 1 Tamuning Land Tamuning 4,492 1/8/2018 $2,100,000 1600
Casa La Rai Townhouse Tamuning 1,551 8/8/2018 $2,100,000 1400
Former Epicure Building Hagatfia 2,279 7/31/2018 $2,000,000 5 1200
Pan Am Building Hagatfia 910 7/27/2018 $1,500,000 % 1,000 o
Nippo Property Yigo 31,436 9/5/2018 $1,460,000 % 800 'g‘
2 E3
Tamuning SFD Tamuning 1,183 1/26/2018 $1,414,000 s 600
Route 10 Land Ordot-Chalan Pago 20,167 7/18/2018 $1,413,692 & 400
3 200
;%;"I]cf; islandinidee Tamuning 1,695 4/4/2018 $1,400,000 ,
2013 2014 2015 2016 2017 | 2018[1)
Tamuning Farenholt SFD Tamuning 1,341 6/22/2018 $1,350,000 [m 1,014 | 1,05 | 1,281 | 1,347 | 1491 | 1450
Cha E
Pick-A-Nail Tamuning Land | Tamuning 2,691 3/12/2018 $1,320,000 | prsowe] 5 | o [ix [ %] wel o
1) Based ed ber 2016(11 months).

Source: Cornerstone Valuation Guam, Inc. database (through December 6, 2018)

The sales include the 14 unit apartment
along Farenholt Avenue in Tamuning,
sold at $100,000 per unit; the Americana
Lodge at $975,000 in Tamuning and the
former Kim’s apartments in Dededo for
$1.05 million. Occupancy is high at most
apartment projects and rents are increas-
ing, including when the gross receipts tax
rose from 4% to 5%, we saw apartment
owners increasing prices to cover this in-

crease in expenses. Out of the 512 units/
houses available for rent at the Guam
Assocaition of Realtors Multiple Listing
Service, more than 75% are listed at
$1,900 per month.

Residential real estate sector sales
volume has grown an average of 12% since
2013. The average annual growth is a
substantial 22% in condominium sales vol-
ume with 10% on single family dwelling;

Source: Cornerstone Valuation Guam Inc.

a phenomenal growth pushed by growing
demand and lack of inventory/additional
supply. Average annual growth in me-
dian price reflects 3.9% since 2013 for the
residential sector. The let up is still a way
further as the supply has not met up with
the demand. Although the H-2 worker
debacle is partly resolved with the grant-
ing of several applications including for

CONTINUED ON PAGE 17
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CONTINUED FROM PAGE 13
Guam residential number of sales Guam residential median prices
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200 $50,001
o Kl | £l $1
2013 2014 2015 2016 2017 2018[1] 2013 2014 2015 2016 2017 2018(1)
W Residential 719 819 889 953 1,090 1,089 a i i 190,500 | $195,900| $200,000| $225,000| $225,100| $248,634
HsFp 539 514 582 655 762 737 M sFp $200,000 | $213,625| $224,550 | $245,000| $240,000| $265,000
B condo 180 305 307 298 328 351 W Condo $160,000 | $167,200| $175,000| $186,000 | $200,000| $187,900
[1) Based on YTD data through November 2018(11 months). {1] Based on YTD data through November 2018(11 months).

guam residential sales volume
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Sales Volume ($M)

2013 2014 2015 2016 2017 | 2018(1)
H Resif $161.8 | $186.6 | $211.9 | $250.7 | $282.5 | $300.9
LN $127.6 | $1236 | $1486 | $181.8 | $199.9 | $2184
M Condo $34.2 $62.9 $63.3 $68.8 $82.6 $82.5

[1) Based on YTD data through November 2018(11 months).

Source: Cornerstone Valuation Guam Inc.

JMI-Edison and for Tsubaki Tower devel-
opments, the labor issue is far from being
resolved. My husband Edward stopped
building houses in late 2016, as it did not
make financial sense with the labor scarci-
ty. Guam residential is now categorized as
seriously unaffordable, up from last year at
moderately unaffordable. The anticipated
increase in interest rates are not going to
bode well for home buyers.

Our neighbor the Northern Mariana

Source: Cornerstone Valuation Guam Inc.

Islands is facing not only devastation from
Super Typhoon Yutu, but also the delays
in their mega casino industry. The mul-
tiple delays in the Imperial Pacific Resort
completion are putting off some bets,
pun intended. However, as we have seen
many times over, the typhoon recovery
will provide much needed injection to the
economy.

Now that the election is over, it seems
befitting to quote Martin Luther King Jr.:

Source: Cornerstone Valuation Guam Inc.

“We may all have come from different
ships, but we're living on the same island
now.” The main issue to be resolved is
the H-2 worker issues, which affect the
real estate and construction industry
substantially. It dampens development ac-
tivity. Our clients are postponing various
development plans as project feasibility
decreases. Housing affordability issues
also need to be resolved from policy part
and public-private partnership. B

That’s why AM Insurance is Working Hard for You.
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AM INSURANCE

Access 10 MarKers ror INSURANCE

If you're a business owner who
needs hard-to-get coverage, come
see us at AM Insurance. We
specialize in commercial excess
and surplus lines coverage.

We access worldwide sources fo
provide businesses with custom-
made coverage on a fost fime
frame, ot a competitive price.

If it's homeowners, auto, or life
insurance you need, come see us
ot AM Insurance. We work hard to

mom customers exactly what
nudbomusewoknwlmrd

Tel: (671) 477-2632/42/53/56
Fax: (671) 477-2602
Email: amuna@amibrokers.com
Suite 113F, J&G Commercial Center
#215-A Chalan Santo Papa,
Hagdtfia, Guam
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