
If you’re a small multifamily owner or agent in upstate New York, you’ve likely heard the baffling figure tossed
around at meetings or online: "Cash buyers only pay 70-80% of asking price for tenant-occupied buildings." At
first glance, this sounds like a drastic discount—but in reality, it’s rooted in nuanced market dynamics shaped by
legislation, risk, and buyer psychology. Understanding the interplay behind this valuation helps sellers set realistic
expectations and agents give sound advice.

Drawing on real-world experience across the Capital Region and informed by reputable sources such as McDonald
Real Estate Company and NYSAR (New York State Association of Realtors), this article aims to demystify the
rationale behind the 70-80% cash offer range on tenant-occupied multifamily properties.

Understanding Tenant-Occupied Valuation: More than Just Comparable
Sales
When valuing tenant-occupied buildings, many agents err by pricing strictly off single-family home comparables or
vacant buildings. This is a dangerous shortcut. Tenant-occupied value is fundamentally tied to the income stream
and risks associated with existing leases, tenant protections, and local rent laws.

To properly grasp why buyers discount, you must sanity-check rent caps with a calculator—don’t just believe
whatever Facebook posts claim. The devil is in the details of Good Cause Eviction laws, municipal opt-in realities,
and rent ceiling math.

Good Cause Eviction and Municipal Opt-In Realities

New York State’s 2019 housing law reforms introduced Good Cause Eviction, significantly restricting landlords’
ability to evict tenants without specific justifications. This legislation applies only if a municipality has opted in,
which creates a patchwork landscape even within the Capital Region.

Good Cause Eviction Requirements limit eviction reasons to nonpayment, lease violations, or owner’s
personal use, among others.

Municipal Opt-In



Oftentimes, owners mistakenly believe their building is exempt or that they can readily regain possession post-
sale. In reality, exemptions are narrowly defined and frequently misinterpreted. Buyers factor this uncertainty
heavily into their offers, reflecting the risk that exiting tenants—and thus maximising value—may be constrained
for years.

Exemptions: Why Owners Often Misread Them

Common exemptions include owner-occupancy clauses, small building or unit thresholds, and buildings
constructed after certain dates. However, term limits, sale disclosures, and other nuances complicate these.

Sellers commonly overestimate the applicability of these exemptions, leading to unrealistic pricing when buyers
correctly price in future rent freezes or eviction difficulties. Missing deposit records or unavailable rent rolls further
muddy the waters and become deal killers.

Rent Cap Math and CPI-Based Ceilings: The Crunch Behind Numbers
The current rent stabilization regime governs rent increases usually tied to the Consumer Price Index (CPI). Rent
caps limit annual increases, often hovering between 2-3%, which is far below typical market rent appreciation in
hot real estate environments.

Factor Effect on Value Annual Rent Increase (CPI-Based) Limits income growth potential to capped percentage
(e.g., 2.5%) Market Rent Growth Often exceeds CPI, creating a gap between market and regulated rents Lease
Terms Length and stability reduce buyer risk but cap upside

Calculators help by assessing present value (PV) of future income streams capped by CPI, compared against
market rent estimates. Buyers do the math and see that the building’s income—hence, value—must be discounted
to factor in slower growth and risks linked to tenant protections.

Price for Speed and Certainty: Why Buyers Demand a Risk Discount
Cash buyers often seek acquisitions that:

Close quickly without financing contingencies

Have minimal legal entanglements

Present predictable cash flow fairly immune to tenant law surprises

Tenant-occupied multifamilies, especially in rent-regulated environments, clash with these goals. The probability of
lengthy eviction processes, unanticipated tenant resistance, and paperwork issues make deals riskier.

The solution for buyers is to incorporate a “risk discount” reflected tenant screening laws ny in offering 20-30%
below theoretical value. This compensates for:

Those non-transparent tenant histories

Potentially challenging eviction or lease-renewal scenarios due to Good Cause Eviction

Complexities in managing rent cap and CPI ceilings

Market pool shifts away from traditional owner-occupants and fix-and-flip investors

The Buyer Pool Shift: Owner-Occupants and Flippers Exit

Historically, owner-occupants and flipper investors formed the core buyer demographic for small multifamily
buildings. These buyers were willing to pay premiums for control, renovations, and eventual owner use.
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However, in the current regulatory environment, with enhanced tenant protections and capped income growth:

Owner-occupants shy away from the hassle and legal risks related to tenant-occupied properties.

Flippers find profit margins squeezed by limited rent growth and extended eviction timelines.

This contraction in demand further pressures prices downward. Cash buyers stepping in are often institutional or
portfolio investors comfortable holding stabilized income but unwilling to pay top-dollar due to the risks outlined.

Wrapping It Up: Setting Practical Expectations
If you’re a seller or agent listing tenant-occupied buildings in the Capital Region, don’t ignore the layers of risk,
legal frameworks, and market realities that force cash buyers to discount to 70-80% offers. Rather than get
frustrated:

1. Provide transparent, detailed rent rolls and deposit records. Avoid common deal killers we've seen time
and again.

2. Educate sellers on Good Cause Eviction opt-in and rent cap scenarios. Help them understand why
exemptions rarely translate into windfalls.

3. Run CPI-driven rent cap math exercises. Use calculators to clearly show income growth ceilings and
corresponding valuation impact.

4. Set expectations about market pool shifts. Explain buyer psychology and risk tolerance factors.

Understanding these points leads to smoother negotiations backed by data and common sense, saving everyone
from painful surprises during attorney calls or inspections. For more in-depth regional insights, consult resources
like McDonald Real Estate Company and NYSAR.

At the end of the day, the 70-80% cash offer isn’t arbitrary—it’s a reflection of calculated risk, policy realities, and
the evolving buyer landscape in New York’s tenant-occupied multifamily market.


