MULTI-HOUSING NEWS

OFE-SITE BUILDING GETS ITS TEST IN MULTIFAMILY

THE APARTMENT INDUSTRY AWAITS MORE PROOF OF THE TIME AND
COST SAVINGS OF OFFSITE BUILDING.
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While modular construction still only accounts for nearly 5 percent of all commercial
construction, multifamily is the fastest-growing segment within the industry, according to
research by the Modular Building Institute. In 2017, MBI found that manufacturers built a little
more than 1,100 modular apartment units in the U.S. In 2018, that number more than doubled to
2,300 units.

There are impressive benefits—quicker delivery of units and more predictable costs—to be
realized by manufacturing building components off-site and assembling them onsite. But
industry experts disagree about whether or not this technique is going to eventually take off.

“I do not think [the apartment sector] will
see much of an uptick on modular
housing for 2020,” said Walter Hughes,
AlA, chief innovation officer & vice
president, Humphreys & Partners
Architects LLC. “Many of the issues with
modular have still not been solved. More
plants are needed. Savings are not in

construction costs but in construction
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However, a lot of the money needs to be put up front.”

The architects at AO have seen an increase in modular construction in recent years for market-
rate and affordable apartments. “We believe that modular construction will continue to bloom,
especially in hot markets across California, like NorCal,” said loanna Magiati, an associate with
AO Multifamily Studio.

Still, AO’s clients need to get past the usual challenges of utilizing modular construction on their
projects. For example, modular requires a staging area on site (a challenge in urban infill areas),

proximity to the manufacturer for transport and the willingness to stick to a disciplined approach.

Developers, Magiati noted, must maximize prefabrication to take advantage of the full benefits.

“If a developer commits to modular, they need to be all in. It can’t be half field-built and half

factory-built,” she said.
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Vaughan Buckley, president of Volumetric Building Cos., a modular construction company,
points out that once larger projects (100 unit-plus) are completed regularly, the risk profile for
modular as a construction method will decrease and more institutional investors will start

entering the market. Volumetric has built apartments for several institutional investors, including
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the Carlyle Group. He adds that other multinational firms such as Greystar and JP Morgan

Chase are actively pursuing modular construction in the U.S.

According to Buckley, however, there are only a handful of successful multifamily modular
factories in the country and most of them have huge backlogs. “Therefore, while | believe
market-rate multifamily modular has already taken off, | think it's hard to pinpoint a time when

this occurs because we won'’t see a marketplace uptick until we increase supply capacity.”



