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Petiole secured an attractive new asset despite higher construction 

costs. 

 

In December 2021, U.S. inflation reached its highest level since 1982 with the consumer price index rising 7.0% 

year-on-year. The impact of the COVID-19 pandemic and policy tools used in response caused prices of many goods 

to surge as strong consumer demand coalesced with supply-chain issues and labor shortages. 

 

Home prices were not exempt from this bout of inflation. Median home price appreciation accelerated in 2021 with 

Zillow reporting a year-on-year increase of 19.3% as of November, the largest such increase since reporting began 

in 2000 and well above the historical average of 4.1%. Consequently, more aspiring buyers found themselves unable 

to afford a home and were opting for rentals instead. According to RealPage, net demand for market-rate apartments 

totaled over 673,000 units in 2021 , eclipsing the previous high set in 2000 by 66% for the highest level in three 

decades of recorded data. Yardi Matrix also reported that the national occupancy rate for apartments was at or near 

record highs for each of the last six months of 2021. 

 

This demand significantly outweighed apartment supply and rising construction costs only widened the imbalance. 

Lumber prices, for example, nearly tripled over the past four months. New supply also faced other hurdles, such as 

uncertain real estate taxes and pandemic-related limits on the number of workers allowed on a job site at once. This 

challenging environment presented an opportunity to purchase newly completed, high-quality assets before 

development costs become too exorbitant. 
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Given the strength of West Chester and its continued draw for apartment renters, Petiole invested in the acquisition 

of Beckon Collective Apartments (“Beckon”) in November 2021. Beckon was completed just a few months earlier 

with designer finishes and best-in-class amenities including a business center, a state-of-the-art fitness center, a yoga 

studio, multiple resident lounges, an outdoor swimming pool with sundeck, a pet park, and a courtyard with outdoor 

gas grills and fire pits. The property is located just outside downtown West Chester and is a 10-minute walk from 

West Chester University. 

 

Beckon represented an opportunity to buy a high-quality property in a well-occupied area where the five most 

comparable properties averaged less than 3.0% vacancy as of September 2021. Further, Petiole came to own the 

newest asset in this peer group at a time when construction costs were becoming increasingly burdensome. 
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Lofty home values continue to drive demand for multifamily units as more aspiring homeowners are forced to put 

off purchases. According to Yardi Matrix, asking rents at the end of 2021 were up 13.5% year-on-year, more than 

doubling the growth of any previous year on record. Though recent concerns about higher interest rates raise 

questions about real estate cap rates, the chart below shows that negative real bond yields are being obscured by 

inflation. At over 5.7% as of November 2021, the spread between U.S. apartment cap rates and real yields is still 

relatively wide compared to the last 20 years, implying ample room for cap rates to compress further before rising. 

 

 

 

 

 

 

Petiole sees Beckon Collective as an attractive new asset in an inflationary environment. Real estate investments can 

help protect portfolios in times of inflation, and multifamily revenues grow with inflation as rental rates reprice 

annually. 

 

Contact our team to know more about Petiole's Real Estate Investment Strategy. 
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This presentation was issued by Petiole Asset Management AG (“PAM”) on February 11, 2022 and is provided to you for informational purposes 

only and contains proprietary information that may not be reproduced, distributed to, or used by, any third parties without PAM’s prior written 

consent. 

 
This presentation is not intended for citizens or residents of the United States of America or “US Persons” as that term is defined in “Regulation 

S” of the US Securities Act of 1933. If any, no investment products presented here are permitted for sale under the Securities Act of 1933 or any 

other regulation applicable in the United States. Accordingly, no investment product may be offered or sold directly or indirectly in the United 

States of America to residents and citizens of the United States of America or to “US Persons”. 

 
All information, figures, calculations, graphs and other numerical representations appearing in this presentation have not been audited and may 

be subject to change over time. Furthermore, certain valuations (including valuations of investments) appearing in this presentation are subject 

to change as they may be based on either estimates or historical figures that do not reflect the latest valuation. Although all information and 

opinions expressed in this presentation were obtained from sources believed to be reliable and in good faith, no representation or warranty, 

express or implied, is made as to their accuracy or completeness. The information contained herein is not a substitute for a thorough due 

diligence investigation. Past performance is not indicative of and does not guarantee future performance. The performance data do not take 

account of the commissions and costs incurred on the issue and redemption of units. Exit timelines, prices and related projections are estimates 

only, and exits could happen sooner or later than expected, or at a higher or lower valuation than expected, and are conditional, among other 

things, on certain assumptions and future performance relating to the financial and operational health of each business and macroeconomic 

conditions. 

 
PAM makes no representation or warranty, express or implied, with respect to any statistics or historical or current financial data, whether 

created by PAM through its own research or quoted from other sources. With respect to any such statistics or data delivered or made available 

by or on behalf of PAM, it is acknowledged that (a) the investor takes full responsibility for making its own evaluation of the materiality of the 

information and the integrity of the quoted source and (b) the investor has no claim against PAM. 

 
To the extent this presentation contains any forecasts, projections, goals, plans and other forward-looking statements, such forward-looking 

statements are inherently subject to various parameters, most of which are difficult to predict and many of which are beyond PAM’s control 

and may cause actual performance, financial results and other projections in the future to differ materially from any projections of future 

performance, results or achievements expressed or implied by such forward-looking statements. 

Investors should not place undue reliance on these forward-looking statements. PAM undertakes no obligation to update any forward-looking 

statements to conform to actual results or changes in PAM’s expectations, unless required by applicable law. 

 
PAM makes no representation or warranty, express or implied, with respect to any financial projection or forecast. With respect to any such 

projection or forecast delivered or made available by or on behalf of PAM, it is acknowledged that (a) there are uncertainties inherent in 

attempting to make such projections and forecasts, (b) the investor is familiar with such uncertainties, 

(c) the investor takes full responsibility for making its own evaluation of the adequacy and accuracy of all such projections and forecasts so 

furnished to it and (d) the investor has no claim against PAM. 

 
This presentation represents a summary of certain information, the full terms of which are contained in a Private Placement Memorandum that 

should be reviewed for a more complete understanding of the investments and their risks. In addition, this presentation does not constitute and 

should not be construed as investment advice, tax or legal advice, an offer to sell, or a solicitation to buy, any instrument or other financial 

product, nor does it amount to a commitment by PAM to make such an offer at present or an indication of PAM’s willingness to make sure an 

offer in the future. 

 
Petiole Asset Management AG is a company limited by shares with registered address at Bahnhofstrasse 64, 8001 Zurich, Switzerland and is 

authorized as investment manager by the Swiss Financial Market Supervisory Authority FINMA. 
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