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Much of this article is based on 
information discussed during our 
semi-annual investor webinar in 
November, but it is still highly relevant. 

In my 34 years at CWS I have never 
seen such significant rent increases 
as we are experiencing today. For 
example, in the fourth quarter of 2021 
we had 2,805 new leases signed for 
people moving into our communities. These are not people 
renewing, but new occupants. The average lease rate was 
$1,660 with an average unit size of 911 square feet. One year 
previous, 3,209 new resident leases were signed at an average 
lease rate of $1,340 with an average unit size of 917 square 
feet. This equates to an approximate 24% rate increase over 
that one-year period. For those who renewed their leases 
the increase was a more modest, but still substantial, 10% on 
average. 

While what is happening in our portfolio is quite remarkable, 
we are by no means unique. The demand for apartments 
is on fire. Over the last year, over 600,000 units have been 
absorbed. This is by far a record amount during the 16+ years 
of data covered by RealPage and I would venture to guess it’s 
probably the highest since the 1970s. 
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With demand far exceeding supply, rents have spiked.

Austin is one of CWS’ largest markets and this graph shows how strong the recovery in 
apartment rents has been, similar to the spike in national rents.

2005 2007 2009 2011 2013 2015 2017 2019 2021

600

500

400

300

200

100

0

-100

-200

Source: RealPage

Net Absorption of Investment-Grade, Market-Rate Apartments (in 000s)

Current Qtr Trailing 4-Qtr Sum

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

12%

9%

6%

3%

0

-3%

-6%

-9%

Source: RealPage

U.S. Rent Growth of Investment-Grade Apartments, Annual Rate



Page 3

COVID’s remote work requirement has unleashed people migrating to different locations, 
particularly those that are business friendly, have a lower cost, and good quality of life. This is 
creating significant demand pressures for apartments. At the same time, single-family home 
ownership is becoming much more challenging to attain as the competition for homes is fierce 
with low mortgage rates, COVID fever inspiring people to want more space, inflationary 
pressures having created more demand for tangible assets, and a large pool of investors 
buying homes to rent as the following chart shows.
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Average monthly rent prices in Austin, 2010 to 2021
Historically, the average price of rent in Austin has risen anywhere from 1% to 10% each year. In the 
past several months, the rate at which rents has nearly doubled.

Rent prices 
dipped during 
the pandemic
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Homes listed for sale are selling almost as soon as they hit the market.

Homes are selling so fast because demand is far exceeding supply as the following  
charts show.
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Construction delays and supply chain issues are also resulting in a large number of homes that 
have received permits to commence construction, but have not yet started.

Residential construction spending has exploded higher while non-residential spending has 
stagnated at much lower levels.

All these factors are serving to keep people renting longer. This has been a major factor in 
rents rising so rapidly throughout the apartment industry. 

Rents have been growing faster than expenses which has led to the operating income of 
apartment owners growing quite significantly. The combination of increasing Net Operating 
Income with the tremendous amount of capital that has been accumulated to buy apartments 
has led to values spiking. Apartments have proven themselves to be quite resilient during 
COVID. The resilience and stability of the asset class have made apartments increasingly 
appealing to investors, particularly when factoring in the yield it generates in such a low interest 
rate environment. In addition, future demand will be aided by solid fundamentals and what 
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looks to be a persistent and pronounced housing shortfall which should keep people renting 
longer.

CWS is almost always buying and selling at any given point in time with the former usually being 
much more voluminous than the latter. Currently, however, it is much more balanced between 
the two given how high values are. Because we almost always carry out 1031 exchanges, we 
also find ourselves buying in a very competitive market as well. Our goal is to redeploy our 
capital into assets in which the long-term cash flow is more durable and has better growth 
prospects. This is generally leading us to sell older assets and exchange into newer ones that 
require less ongoing capital maintenance. 

There is a very high demand for older assets with strong perceived upside from carrying out 
renovations and upgrades to generate strong rent growth. And while we don’t necessarily 
disagree with this strategy, we do think that prices being paid for these opportunities leave 
very little margin of safety for any execution challenges that can lead to delays and targeted 
rents not being attained due to excessive optimism and affordability challenges. In addition, 
we are also targeting to sell assets in markets that have political risk, social issues, or populated 
with buyers whose view of the future is much more optimistic than ours.

From a debt perspective, our variable-rate strategy really paid off as it allowed us to weather 
the storm of the pandemic quite effectively. Our same store cash flow through November 
2021 compared to 2020 grew by nearly 15%, of which approximately 83% of this came from 
interest savings due to 30-day LIBOR dropping in response to the Federal Reserve lowering 
short-term rates. This has allowed us to increase distributions for most of our properties 
while also reinvesting in our properties and keeping them in good working order. We have 
reinvested $36.4 million into our same store communities during the first 11 months of 2021, 
which is up from $31.6 million in 2020. 

With 30-day LIBOR at approximately 0.10% and the spreads on many of our loans being 
lower than current market spreads, there is not much more benefit we will be able to get over 
the next year from our floating-rate loans as we do not expect rates to drop or our spreads to 
compress via refinances. Fortunately, we are now in a position where the next phase of cash 
flow growth can come from improved operating performance via higher rents. This should 
allow us to continue to provide our investors with growing dividends (on a portfolio basis) 
for 2022.

Because of our reliance on variable-rate loans, the question we must contend with is will 
we give back much of our savings via materially higher interest rates in the future? Our 
budgets for 2022 assume that 30-day LIBOR will average 75 basis points, which is probably 
a bit conservative as the forward curve is projected to average closer to 55 basis points. In 
addition, our January payments have been made and our February rates are already known, 
which has 30-day LIBOR at approximately 0.10%. As a result, LIBOR would have to average 

Continued from Page 5
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approximately 88 basis points for the remaining 10 months to have averaged 75 basis points 
for all of 2022, which I think is unlikely. If LIBOR gets to 1.00% then our weighted average 
interest rate for our variable-rate loans would be approximately 2.75%, which is still quite 
attractive. According to the forward curve, LIBOR is projected to reach approximately 1.85% 
over the next 10 years which would move our rates to approximately 3.60%. Of course, they 
could be higher or lower because this is only an unbiased estimate of future short-term rates. 
Nevertheless, the market is not pricing in materially higher rates over the next 10 years.

This chart shows how the market has typically overestimated future short-term rates in that 
the Fed has ended up being less aggressive than the market has priced in. There are clearly 
times, however, during tightening cycles when the market has been wrong and the Fed has 
raised rates more quickly and higher for a period of time than the market was pricing in. Over 
long periods of time, however, the market has been much more aggressive than the Fed has 
actually been in terms of its estimate of future short-term rates.

Source: Chatham Financial

As previously mentioned, the forward curve is projecting 30-day LIBOR in 10 years to be 
approximately 1.85%. If the market believed future inflation were to remain elevated at today’s 
levels or higher than one would think, then the market would be pricing in higher short-term 
rates. This is clearly not the case, nor is it the case for longer-term, 10-year Treasury yields 
projected into the future as this chart shows.
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The following chart also shows how investors are not pricing in materially higher inflation in 
the future. Although elevated from the 2020 lows, the current levels are within the historical 
range. This series is a measure of expected inflation (on average) over the five-year period 
that begins five years from today.
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Continued from Page 8

If government stimulus was a large contributor to the inflationary pressures present today 
then if this were to be reversed, perhaps inflationary pressures would subside. The following 
chart shows how federal spending will go from a GDP growth contributor to a detractor.

In summary, our apartment portfolio held up well during COVID and our variable-rate loan 
strategy paid off by lowering our interest costs and increasing our cash flow. We are now 
seeing the baton being passed from cash flow growth coming mostly from lower rates, to it 
being generated through improved operational results. 

We continue to believe: 

Fiscal Stimulus is Fading Fast; Policy is Likely to be 
Contractionary in 2022

Hutchins Center 
Estimates for US Real 
GDP Growth Impact (Y/Y) 
from Fiscal Policy
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• We are in the right business 
• We are in the right locations

• We have the right assets
• With the right customers 
• With the right investors 

• With the right financing 
• With the right capabilities 
  

Investment opportunities offered by CWS Capital Partners LLC are through an affiliated entity, CWS Investments. CWS 
Investments is a registered broker dealer, member FINRA, SIPC.
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January 28th marks an incredible milestone for CWS’ Co-Founder Bill Williams who celebrates 
his 90th birthday. It all started back in 1969 when Bill Williams, an engineer by trade, had 
been intrigued with real estate investments. Bill teamed up with Jim Clayton and they made 
their first investment in a small apartment building in Huntington Beach, CA that proved to 
be profitable and with this success their new business was ready to launch. With the addition 
of Steve Sherwood in 1977, they formed Clayton, Williams & Sherwood, Inc., which was the 
predecessor to CWS Capital Partners. During Bill’s active tenure from 1969 through 1994, 
he was instrumental in the development of CWS’ philosophy, strategies, values, and culture 
which helped establish the foundation for a company that has experienced tremendous 
success over its 50+ years. Since stepping back from his day-to-day responsibilities of helping 
to run the business with Steve Sherwood, Bill has been an active and vital member of CWS’ 
Advisory Board. 

Fun Facts about Bill: 1) He was a member of the Huntington Harbour Ski Club and won 
the annual ski race trophy almost every year he entered, 2) He works out almost every day 
(Peloton, cycling, or weightlifting) and swims at least three times a week, 3) Bill is an avid 
reader especially on health and longevity, 4) He will be celebrating his 67th year of marriage 
this year to his amazing wife Bobbitt. 

Thank you for sharing your intellect, humor, kindness, generosity, and impactful contributions. 
Happy 90th Birthday Bill!

With love and admiration,  Your CWS Family

HAPPY 90TH BIRTHDAY BILL!
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Continued on Page 12

Your 2021 Schedule K-1’S are 
Scheduled to be mailed bY  

march 15, 2022 
With more tax professionals preferring to receive tax statements electronically 
and with the rise in identity theft prevalent with paper mail, we recognize that 
many investors no longer wish to receive paper tax statements. CWS is pleased 
to announce that CWS investors have the ability to receive their tax statements in 
an electronic-only format. 



Page 12

To opt in, please follow these steps:

1. Log in to the CWS Investor Portal at www.cwscapital.com.

2. Select Settings, then Account Information.

3.  There are two paperless options. The first allows you to go paperless for investment 
and account correspondence. The second allows you to go paperless for tax statements. 
These are separate options, and one does not affect the other.

4.  Once you select the Yes option under Go Green ~ Go Paperless For Your Tax 
Statements and click Save, you will be directed to a screen where you must click a green 
button to download a disclosures statement, check the box acknowledging you did so 
successfully, read the statement, then click the Submit button. 

5.  A confirmation will be sent to your email address on file with CWS that will confirm 
your selection. You may reverse your selection to receive paper statements in addition 
to electronic ones by selecting the No option in the same section.

If choosing to opt-in for paperless tax forms, please log in and complete the steps above 
prior to February 20, 2022 to ensure your account is updated for this year’s tax delivery. 
When your tax statements are available, you will be notified via email with the subject line 
“IMPORTANT TAX RETURN DOCUMENT CWS K-1.” This email will provide a direct link to 
the CWS Investor Portal to view and/or download your tax documents.

Investors will continue to have the ability to provide read-only access to their CPAs or other 
individuals by adding them as Authorized Users under the Settings menu. Click on Tell Me 
More on that screen for additional details. However, currently we do not have the ability to 
import tax documents directly into your CPA’s tax software programs.

Continued from Page 11

Number of Properties: 98 Actual Budget Variance %

Total Revenue   $492,142,575         $471,031,179           $21,111,396      4.48%

Total Operating 
Expenses   $221,671,618          $226,168,167           $4,496,549          1.99%

Net Operating
Income/(Loss)  $270,470,957          $244,863,012           $25,607,945         10.46%

Apartment Portfolio
PERFORMANCE SUMMARY

1/1/21 -12/31/21

Revenue - when actual is greater than budget, result is a positive variance
Operating Expenses - when actual is greater than budget, result is a negative variance

NOI - when actual is greater than budget, result is a positive variance
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ACQUISITIONS

Marq Inverness (Englewood, CO) – On November 30, 2021, we acquired a 216-unit 
garden-style apartment community known as Marq Inverness (formerly known as The Rail at 
Inverness). Built in 2008, the community is located within the Inverness/South Denver Tech 
Center submarket, which is one of the best performing submarkets in the Denver region due 
to its diverse mix of industry-leading companies. The property is within walking distance to 
the Dry Creek Light Rail Station and is less than a five-minute drive to both I-25 and C-470, 
providing increased connectivity to the greater Metro Denver area. We are excited about 
this property due to its unique situation of having a majority of competing properties in 
the area being new assets that are offering much higher rents than Marq Inverness, but with 
approximately 70% of its units upgraded to new finish-outs similar to the new product, pricing 
of those upgraded units are much lower than those newer assets and provides a competitive 
discount to new product.

INVESTOR RELATIONS 
RECAP 4Q 2021

For more information on CWS investment opportunities, contact Marcus Lam at  
(800) 466-0020 ext. 1011 or mlam@cwscapital.com.

Continued on Page 14

Marq Inverness  
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Continued from Page 13

Continued on Page 15

Marquis at Chandler (Chandler, AZ) – On December 23, 2021, we acquired a brand-
new 340-unit, garden-style apartment community known as Marquis at Chandler (formerly 
known as The District at Chandler). Chandler is widely regarded as the premier suburban 
submarket in Metro Phoenix due to its proximity to thousands of high-paying technology 
jobs. We acquired this property in an off-market transaction in which the seller was highly 
motivated to sell prior to 2022. With exceptional high-wage job growth drivers in Chandler, 
constrained apartment supply near the property, and a lower-than-market current rent roll, 
we believe Marquis at Chandler has excellent growth potential. 

Marquis at Chandler 
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Continued from Page 14

The Nash - Phase I & II (Dallas, TX) – We are in the process of acquiring a newly built 
apartment community located in Dallas, TX known as The Nash. Phase I of the property 
was built in 2018 with 302 units. Phase II will involve the development of an additional 219 
units projected to be completed in 2023. We are excited about this acquisition due to the 
northeast Dallas submarket’s excellent demographics, recent leases being signed significantly 
higher than in-place rents, and the contract price being below recent sales comps contributed 
by the requirement to assume the current loan on the property and take over the under-
construction Phase II. The purchase is expected to close in early 1Q22.S

SALES

Marquis at Stone Oak (San Antonio, TX) – The sale closed on November 30, 2021.

Marquis at Cinco Ranch (Katy, TX) – The sale closed on December 2, 2021.

Marquis at Arrowhead (Peoria, AZ) – We are currently in the process of selling Marquis 
at Arrowhead. As of this writing, the sale is projected to close in 1Q22. Once the buyer has 
removed all contingencies, we will provide investors with pertinent details regarding the sale.

Marquis at Tanglewood (Houston, TX) – We are currently in the process of marketing 
the sale of Marquis at Tanglewood. Investors will receive details on the sale as we are further 
in the process.

Marquis at Clear Lake (Webster, TX) – We are currently in the process of marketing  
the sale of Marquis at Clear Lake. Investors will receive details on the sale as we are further in 
the process.

Investors can log into the CWS Investor Portal at www.cwscapital.com to view information 
regarding completed sales of properties. Once logged in and on the dashboard, click on 
the dropdown named “My Documents” and then choose “Recaps, Indications, & Ballots” and 
proceed to search for the year and property transaction.

OFFERINGS

Please contact Marcus Lam if you are interested in investing opportunities with CWS by 
calling 800-466-0020 ext. 1011 or emailing at mlam@cwscapital.com. Investors may also visit 
our website at www.cwscapital.com and log in to their account to learn more about our 
current offerings.
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CWS INVESTMENTS PRIVACY NOTICE

We provide this notice to our individual investors as required by 
regulations adopted under the federal Gramm-Leach-Bliley Act 
in order to inform you about our policies with respect to the non-
public personal information we maintain about you. We have 
been sensitive about the personal information we have received 
regarding our investors and plan to continue that tradition.

In connection with our private investment activities, we collect 
and maintain non-public personal information from the 
following sources:

 •  Information we receive from you in subscription   
agreements, investor questionnaires, applications   
or other forms or in other communications; and

 •  Information about your transactions with us, any   
of our affiliates or others.

CWS may share nonpublic personal information to unaffiliated 
third parties only under the following circumstances: (i) 
disclosure of account and transaction data to other financial 
institutions, auditors, attorneys, or regulators to facilitate your 
investment or as required (or requested by law enforcement) 
and permitted by law or regulation (ii) disclosure of personal 
information in limited circumstances to perform background 
checks as required by law, (iii) disclosure of your personal contact 
information to companies that help us service your accounts 
or assist CWS in reaching out to investors for activities such 
as annual meetings, special votes, or new offerings.  We have 
contracts with these companies that prohibit them from using 
your personal information for their own purposes.  Outside 
of these limited exceptions, CWS will not share your personal 
information with third parties unless you have specifically 
requested that information be released to them. 

California consumers have the following rights under the 
California Consumer Privacy Act (the “CCPA”):

 •  Right to know – You have the right to request disclosure 
of the categories, and specific pieces of personal 
information CWS has collected.  You should know CWS 
does not sell investor information to any third party.  
You have the right to know if, and what, information we 
disclose to third parties for business purposes within the 
last 12 months.

 •  Right to request deletion – You have the right to request 
CWS delete your personal information it has collected.

 •  Right to not be discriminated against – You have the 
right to not be discriminated against because you have 
exercised your rights under the California CCPA.

We intend to maintain non-public personal information of our 
former investors and apply the same policies to that information 
that apply to current investors. We employ physical, electronic 
and procedural safeguards to protect your non-public personal 
information in our possession or under our control.

We reserve the right to change our privacy policies and this 
Privacy Notice at any time. The examples contained within this 
notice are illustrations only and are not intended to be exclusive. 
This notice complies with the privacy provisions of the Gramm-
Leach-Bliley Act. You may have additional rights under other 
United States or non- United States laws that may apply to you.

Please contact Investor Relations at (949) 640-4200 or 
investorrelations@cwscapital.com if you have anyquestions.

Investment opportunities offered by CWS Capital Partners LLC 
are through an affiliated entity, CWS Investments. 

CWS Investments is a registered broker dealer, member  
FINRA, SIPC.

PURPOSE:
ENHANCING LIVES 

THE CWS WAY

VALUES:
A DEMAND FOR EXCELLENCE WITH 

A SENSE OF URGENCY
A RESPECT FOR PEOPLE

REQUIREMENT FOR PROFITABILITY
AND SUSTAINABILITY

HONORING OUR WORD
ETHICAL DEALINGS ARE PARAMOUNT


