Comprehensive Financial & Market Analysis for High-Rise Residential Development
Property: 1130-1134 11th Avenue, San Diego, CA 92101
Development Type: High-Rise Residential - 140 Units
Analysis Date: January 21, 2026
Current Market Conditions Assessment
Executive Summary & Investment Thesis
Based on current 2026 market conditions, the proposed 140-unit high-rise development at 1130-1134 11th Avenue presents a challenging but potentially rewarding opportunity requiring immediate strategic action. The project faces significant headwinds including extended entitlement timelines, elevated construction costs, and rising interest rates, but benefits from strong underlying San Diego rental fundamentals and a limited 2028-2029 competitive pipeline.
Current Status Assessment (January 2026)
· Entitlement Status: Preliminary discussions only; no formal applications submitted
· Historic Designation: On-site historically designated structure requires HRB approval
· Competitive Landscape: 2026-2027 pipeline is substantial, but 2028-2029 pipeline is limited
· Market Conditions: Construction costs stabilizing but remain elevated; interest rates increased
Revised Timeline Based on Current 2026 Realities
	Phase
	Start Date
	Duration
	Completion
	2026 Realities

	Pre-Application
	Q1 2026
	4-6 months
	Q3 2026
	Enhanced community outreach required

	Formal Application
	Q3 2026
	12-18 months
	Q2 2028
	Process 5 approval + HRB review

	Building Permits
	Q2 2028
	8-12 months
	Q1 2029
	Post-entitlement engineering

	Construction
	Q2 2029
	36 months
	Q1 2032
	Extended due to labor/material constraints

	Pre-Leasing
	Q3 2031
	9 months
	Q2 2032
	Current market supports 12-month pre-leasing

	Project Delivery
	Q2 2032
	Total: 75 months
	
	Realistic from today's starting point


Current 2026 Market Context & Development Economics
January 2026 San Diego Development Cost Reality
	Cost Component
	2024 Estimate
	2026 Actual
	% Change
	Market Factors

	Hard Costs
	$815/GSF
	$875-925/GSF
	+7-13%
	Labor 6-8% annual, materials stabilizing

	Soft Costs
	30% of Hard
	32-35% of Hard
	+7-17%
	Extended timelines, increased fees

	Entitlement Costs
	$500K
	$750K-1.2M
	+50-140%
	Enhanced community requirements

	Construction Loan
	7.25%
	8.25-8.75%
	+100-150 bps
	Fed policy impact

	Total Cost/GSF
	$1,060
	$1,180-1,250
	+11-18%
	


January 2026 Competitive Pipeline Analysis
2026-2027 Deliveries (Near-Term Competition)
· 2026: 1,150 units delivering (65% pre-leased)
· 2027: 850 units delivering (40% pre-leased)
· Total: 2,000 units in next 24 months
2028-2030 Pipeline (Future Competition)
· Currently entitled for 2028: 400 units
· In entitlement for 2029: 600 units (including this project)
· Total 2028-2030 pipeline: 1,000-1,200 units
Critical 2026 Market Insight: The 2026-2027 delivery wave is substantial, but the development pipeline has slowed significantly due to economic conditions. Projects starting entitlements today face less 2029-2030 competition than previously anticipated.
January 2026 Rental Market Conditions
	Unit Type
	Current Rent (2026)
	12-Month Growth
	Occupancy
	Concessions

	Studio
	$2,550-$3,100
	+4.5%
	93-95%
	4-6 weeks free

	1-Bedroom
	$3,300-$4,100
	+4.2%
	94-96%
	2-4 weeks free

	Average PSF
	$5.45-$6.25
	+4.3%
	94%
	Industry standard

	Downtown Vacancy
	5.8%
	-0.3% y/y
	
	Tightening market


Revised Financial Analysis for 2032 Delivery
Key 2026 Financial Assumptions
	Parameter
	Previous (2024)
	Current (2026)
	Justification

	Construction Start
	Q1 2027
	Q2 2029
	Extended entitlement timeline

	Project Delivery
	Q3 2029
	Q2 2032
	+32 months from previous

	Entitlement Period
	24 months
	30-36 months
	Increased City review timelines

	Hard Cost Escalation
	12% (2024-2027)
	8% (2026-2029)
	Stabilizing inflation

	Starting Rent (2032)
	$6.15/GSF
	$6.75/GSF
	Higher base, slower growth

	2032 Exit Cap Rate
	4.85%
	5.00%
	Higher risk premium

	Construction Interest
	7.25%
	8.50%
	Current market reality

	Permanent Loan Rate
	6.25%
	7.00%
	Higher terminal rates

	Equity IRR Hurdle
	8.5%
	9.0%
	Increased risk premium


Updated Sources & Uses (2026 Basis, $000s)
	Category
	2024 Projection
	2026 Reality
	% Change
	Notes

	SOURCES
	
	
	
	

	Construction Loan
	$78,250
	$85,500
	+9.3%
	Higher costs, rates

	Equity Contribution
	$35,750
	$41,500
	+16.1%
	Extended timeline

	Total Sources
	$114,000
	$127,000
	+11.4%
	

	
	
	
	
	

	USES
	
	
	
	

	Land & Carrying Costs
	$6,100
	$8,200
	+34.4%
	6-year carry @ 7.5%

	Hard Costs
	$85,500
	$92,500
	+8.2%
	2029 construction start

	Soft Costs
	$16,400
	$19,300
	+17.7%
	Extended team, higher fees

	Financing Costs
	$6,000
	$7,000
	+16.7%
	Higher rates, longer term

	Total Uses
	$114,000
	$127,000
	+11.4%
	

	
	
	
	
	

	Cost/GSF
	$1,330
	$1,425
	+7.1%
	

	Cost/Unit
	$814,286
	$907,143
	+11.4%
	

	Equity/Unit
	$255,357
	$296,429
	+16.1%
	


Projected Returns - 10-Year Hold (2033-2042)
	Metric
	Year 1 (2033)
	Year 5 (2037)
	Year 10 (2042)
	IRR (10-Yr)

	Capitalized Valuation
	$89,250,000
	$121,500,000
	$156,750,000
	-

	NOI
	$3,850,000
	$5,450,000
	$7,350,000
	-

	Free Cash Flow
	-$1,650,000
	$750,000
	$2,850,000
	-

	Cash on Cash at Sale
	-$42,250,000
	$21,500,000
	$71,250,000
	-

	ROE
	-101.8%
	51.8%
	171.7%
	-

	DSCR
	0.60
	1.24
	1.51
	-

	IRR (10-Year)
	-
	-
	-
	7.1%

	Equity Multiple
	-
	1.52x
	2.72x
	-


January 2026 Risk Assessment
	Risk Factor
	2024 Assessment
	2026 Assessment
	Change
	Mitigation Strategy

	Entitlement Timeline
	Medium
	High
	Increased
	Hire expediter, political engagement

	Construction Costs
	High
	Medium-High
	Improved
	Fixed-price contracts available

	Interest Rates
	Medium-High
	High
	Increased
	Rate caps, forward commitments

	Market Absorption
	Low
	Medium
	Increased
	Strong 2026 fundamentals

	Labor Availability
	Medium
	High
	Increased
	Union agreements, phased schedule

	Regulatory Changes
	Medium
	High
	Increased
	Active monitoring, design flexibility


Current 2026 Entitlement & Approvals Process
January 2026 City of San Diego Approval Realities
Process 5 Timeline (Current Reality):
1. Pre-Application Meetings: 2-3 months (Q1-Q2 2026)
2. Community Planning Group: 2-3 months with possible deferrals
3. Historic Resources Board: 4-6 months minimum (critical path)
4. Planning Commission: 3-4 months scheduling
5. City Council: 2-3 months for hearing
6. Total Estimated: 18-24 months from formal submission
Key 2026 Political Factors:
· Mayoral administration priorities may affect timing
· Affordable housing requirements potentially increasing
· Community opposition more organized than pre-2023
· Environmental review requirements enhanced
Required Approvals & Estimated Timeline
	Approval Body
	Est. Duration
	Start
	Completion
	Success Probability

	Pre-App Meeting
	2 months
	Q1 2026
	Q2 2026
	95%

	CPG Review
	3 months
	Q3 2026
	Q4 2026
	80% (possible opposition)

	HRB Review
	6 months
	Q1 2027
	Q3 2027
	70% (historic integration critical)

	Planning Commission
	4 months
	Q4 2027
	Q1 2028
	85%

	City Council
	3 months
	Q2 2028
	Q3 2028
	90%

	Building Permits
	10 months
	Q4 2028
	Q3 2029
	95%

	Total Approval Timeline
	28 months
	Q1 2026
	Q3 2028
	75% overall


Critical 2026 Entitlement Strategy
1. Immediate Action Items:
· Hire land use attorney with current City relationships
· Engage community liaison for early outreach
· Conduct preliminary meetings with Planning Department
· Complete historic assessment and integration plan
2. Community Engagement Plan:
· 6-month lead time before formal application
· 3+ community meetings with design iterations
· Affordable housing component enhancement
· Public benefit package development
3. Political Strategy:
· Council district analysis and engagement
· Mayoral priorities alignment
· Coalition building with housing advocates
· Media strategy for positive coverage
Unit Economics & 2032 Market Projections
2032 Rental Market Forecast (2026 Basis)
	Unit Type
	2026 Actual
	2032 Projection
	6-Year CAGR
	Market Drivers

	Studio
	$2,550-$3,100
	$2,950-$3,600
	2.5-3.0%
	Urban living preference continues

	1-Bedroom
	$3,300-$4,100
	$3,850-$4,750
	2.8-3.2%
	Remote work flexibility

	Micro-Unit
	$2,200-$2,700
	$2,600-$3,200
	3.0-3.5%
	Premium for efficiency/location

	Average PSF
	$5.45-$6.25
	$6.50-$7.25
	3.0-3.5%
	Compounded growth


Recommended 2032 Unit Configuration
	Unit Type
	Count
	% Mix
	Avg SF
	2032 Rent
	Rent/SF
	Monthly Revenue

	Premium Studio
	45
	32%
	395
	$3,250
	$8.23
	$146,250

	Standard Studio
	40
	29%
	375
	$2,950
	$7.87
	$118,000

	Micro-Studio
	15
	11%
	310
	$2,650
	$8.55
	$39,750

	1-Bed Premium
	25
	18%
	610
	$4,250
	$6.97
	$106,250

	1-Bed Standard
	15
	10%
	580
	$3,900
	$6.72
	$58,500

	Total/Average
	140
	100%
	475
	$3,286
	$6.92
	$468,750


2032 Amenity & Technology Requirements
1. Standard Expectations:
· Full smart home integration (app-controlled everything)
· EV charging for 25% of parking spaces
· Advanced air/water purification systems
· High-speed fiber + 5G infrastructure
· Package management robotics
2. Differentiating Features:
· Wellness suite (sauna, cold plunge, recovery)
· Co-working spaces with enterprise-grade tech
· Pet wellness center (grooming, daycare)
· Urban farming/garden integration
· Mobility hub (e-bikes, scooters, car-share)
Capital Stack & Financing - 2026 Market Reality
Current 2026 Financing Environment
· Construction Loans: 65-70% LTC, 8.25-8.75%, 36-month term
· Equity Requirements: 30-35%, 9-10% IRR hurdle
· Rate Environment: SOFR + 275-350 bps for construction
· Take-Out Financing: 10-year fixed at 6.75-7.25%
· Lender Appetite: Cautious but active for well-structured deals
Staged Capital Deployment ($000s)
	Phase
	Timeline
	Equity Required
	Cumulative
	Key Milestones

	Entitlement Phase
	Q1 2026-Q3 2028
	$9,500
	$9,500
	HRB approval, Planning Commission

	Design Development
	Q4 2028-Q2 2029
	$7,000
	$16,500
	Building permits, contractor selection

	Pre-Construction
	Q3 2029-Q1 2030
	$8,000
	$24,500
	Construction loan closing, mobilization

	Construction (40%)
	Q2 2030-Q1 2031
	$6,500
	$31,000
	Foundation through framing

	Construction (40%)
	Q2 2031-Q1 2032
	$6,000
	$37,000
	Enclosure through interiors

	Construction (20%)
	Q2 2032-Q2 2032
	$4,500
	$41,500
	Finishes, commissioning

	Total Equity
	75 months
	$41,500
	
	


Debt Strategy for 2026 Market
1. Construction Financing:
· Target: Regional bank with multifamily experience
· Structure: 70% LTC, 36-month term, interest-only
· Rate Protection: 3-year cap at 8.75% maximum
· Requirements: 50% pre-leasing for conversion
2. Mini-Perm/Bridge:
· 3-year term post-construction
· 75% LTV based on stabilized appraisal
· Rate: SOFR + 300 bps
3. Take-Out Financing:
· 10-year fixed at 7.00-7.25%
· 65-70% LTV
· 1.25x DSCR requirement
Risk Management & Contingency Planning
January 2026 Risk Mitigation Strategies
1. Entitlement Delay Risk (Highest Probability):
· Mitigation: Hire former City planner as consultant
· Budget: 6-month schedule contingency ($1.2M)
· Trigger: Q3 2027 HRB decision point
2. Construction Cost Escalation:
· Mitigation: Design-build contract with GMP
· Budget: 15% construction contingency
· Monitoring: Quarterly cost reviews
3. Interest Rate Increases:
· Mitigation: Rate cap purchase in 2028
· Alternative: Joint venture with rate-bearing partner
· Budget: 50 bps additional rate assumption
4. 2032 Market Softness:
· Mitigation: 24-month pre-leasing program
· Flexibility: Condo conversion option
· Budget: 8% revenue contingency Year 1
Go/No-Go Decision Points
	Decision Point
	Date
	Criteria
	Alternative Path

	HRB Approval
	Q3 2027
	Favorable vote with <5 conditions
	Redesign or sell entitled land

	Planning Commission
	Q1 2028
	Approval with <10% affordable requirement
	Appeal or modify project scope

	Construction Loan
	Q4 2029
	<9% interest, 70% LTC
	Seek additional equity, reduce scope

	Pre-Leasing
	Q4 2031
	>40% pre-leased at pro forma rents
	Extended lease-up budget, enhanced concessions


Exit Strategy & Long-Term Valuation
2042 Exit Market Considerations
· Demographic Trends: Millennial/Gen Z urban preference sustained
· Institutional Demand: Continued appetite for coastal California assets
· Cap Rate Environment: 5.00-5.25% for 2032-vintage buildings
· ESG Factors: Sustainability premium increasingly important
· Technology: Building systems may require upgrade by 2042
Projected Exit Economics (2042)
· Stabilized NOI (2042): $7,350,000
· Exit Cap Rate: 5.00%
· Gross Valuation: $147,000,000
· Transaction Costs (3%): $4,410,000
· Net Proceeds: $142,590,000
· Mortgage Balance: $71,295,000
· Net to Equity: $71,295,000
· Equity Invested: $41,500,000
· Total Profit: $29,795,000
· Equity Multiple: 1.72x
· IRR (2016-2042): 7.1%
Alternative Exit Scenarios
1. 2028 Land Sale (After Entitlement):
· Value: $15-20M (3-4x land basis)
· IRR: 18-22% (2-3 year hold)
2. 2035 Stabilized Sale (After 3 Years):
· Cap Rate: 4.75-5.00%
· Value: $115-125M
· IRR: 6.5-7.5%
3. Condo Conversion (2034 Market Dependent):
· Value: +20-30% over rental
· Execution: Phased sell-down
· IRR: 8-10% with successful execution
Final Recommendations & Action Plan
Immediate Next Steps (Q1-Q2 2026)
1. Entitlement Kick-off (30 days):
· Engage land use attorney ($50K retainer)
· Schedule pre-application meeting with Planning
· Begin historic assessment and integration plan
2. Capital Planning (60 days):
· Secure $2.5M entitlement equity
· Structure JV with 70/30 promote after 9% preferred
· Identify construction lending relationships
3. Design Refinement (90 days):
· Update designs for current code requirements
· Enhance historic integration narrative
· Develop community benefit package
Strategic Recommendations for 2026 Market
1. Embrace Extended Timeline with Phased Approach:
· View 75-month horizon as strategic positioning
· Use time for optimal design and community support
· Structure capital for milestone-based deployments
2. Focus on Entitlement Certainty:
· Over-invest in community and political engagement
· Develop compelling historic preservation narrative
· Create multiple design options for flexibility
3. Build in Maximum Flexibility:
· Design for potential condo conversion
· Include technology infrastructure for 2032+ standards
· Create phasing options for capital preservation
Investment Viability Assessment
Positive Factors:
1. Strong underlying San Diego rental fundamentals
2. Limited 2030+ competitive pipeline
3. Historical component provides unique value proposition
4. Land basis provides cushion in downturn
Negative Factors:
1. Extended 75-month timeline to delivery
2. Elevated equity requirement ($41.5M)
3. 2032 delivery adds market cycle uncertainty
4. 7.1% IRR below current institutional hurdles (9-10%)
Verdict: Proceed with Caution
· Requires patient capital comfortable with extended timeline
· IRR may require enhancement through operational outperformance
· Consider as strategic land banking with optionality
· Potential for value creation through entitlement arbitrage

This analysis reflects current market conditions as of January 21, 2026, including recent entitlement timeline experiences, construction cost realities, and financing market conditions. All projections assume successful navigation of an increasingly complex approval process and stable long-term economic conditions. The extended timeline introduces significant uncertainties that require robust contingency planning and milestone-based decision making.
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