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Development cost metrics are vitally important for parties involved in the development process, for 

construction lenders and for buyers and sellers of seniors housing assets. Costs determine replacement value 

and provide intelligence for investment decisions.

Total costs for a seniors housing development delivered in 2017 or scheduled for delivery in 2018 averaged 

$283 per sq. ft. or $256,000 per unit. Hard costs represented the largest portion at 66% of the total, followed by 

soft costs at 22%. Site costs averaged 11%.Returns on cost, when measured as stabilized net operating income 

as a percentage of overall development costs, generally ranged from 7.8% to 10.1%.

introduction

CharaCteristiCs summary

Cost ($) First Quartile median mean third Quartile

Total 21,800,000 30,675,000 31,375,000 35,775,000
Per Revenue Unit 201,000 265,400 256,100 308,100

Per Sq. Ft. 210 299 283 331

Property Characteristics average

Year of Construction 2017 - 2018

Total Revenue Units 122

Independent Living 35

Assisted Living 52

Memory Care 35

Site Area (Acres) 6.25

Gross Building Area (Sq. Ft.) 124,000

Net Rentable Area (Sq. Ft.) 69,000

Figure 1: seniors housing Development Costs summary

Source: CBRE Valuation & Advisory Services and CBRE Research, Q3 2017.

CBRE has created this seniors housing development 

cost benchmark summary to assist the industry in 

better understanding the various components of 

development costs. The report serves as a baseline for 

future comparisons.

The data and analysis are based on CBRE Valuation & 

Advisory Services’ Seniors Housing Practice 

completed valuations of more than 1,500 seniors 

housing properties in 2017, of which more than 250 

were proposed seniors housing developments across 

the U.S. 

The make-up of properties in the data set include 

either stand-alone or a combination of independent 

living, assisted living and memory care communities.

Figure 2: Development Cost Breakout

22%
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FF & E

Source: CBRE Valuation & Advisory Services and CBRE Research, Q3 2017.
Note: Totals may not sum due to rounding. 
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Figure 3: site acquisitions Costs

average First Quartile median third Quartile

Site Area (Acres) 6.25 3.68 5.57 8.14

Nominal Site Cost ($) 2,900,000 1,800,000 2,550,000 3,750,000

Cost Per ($)

    Site Area Sq. Ft. 15.60 6.75 9.50 19.75

    Revenue Unit 24,400 15,400 22,300 29,600

Gross Building Area (Sq. Ft.) 27.75 15.25 24.25 39.50

% of Total Development Cost 9.5 6.6 9.2 12.0

Source: CBRE Valuation & Advisory Services and CBRE Research, Q3 2017. 
Note: The first quartile is the median of the values below the complete set median; the third quartile is the median of the values that are greater than the complete set median.

Site acquisition costs for fully permitted land represent a significant component of the total development cost 

outlay—an average of $27.75 per sq. ft. of the gross building area or 11% of the total. Based on total revenue 

units, the majority of site costs ranged from $15,400 to $29,600 per unit. 

Like all commercial real estate, the range depends on metro market and the project’s location within the 

metropolitan area (especially whether infill or in greenfield suburban locations).

An example at the lower end of the range is North Atlanta at 6.5% of total cost, while a development in the 

upper end of the range is located outside of Boston at 13.9% of total cost.

Primary factors governing site costs include area density, regulatory climate and demographic trends.

Site Costs
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Hard costs represented the largest component of the development expenditure. They include sitework, 

foundation, building shell construction, roofing, interior finishes, landscaping, signage and labor. 

Hard costs generally fell within a statistical range of $140 to $210 per sq. ft. of gross building area and 62% to 

68% of total development cost. 

The primary variation in this cost category is attributable to asset class and, more specifically, building quality and 

materials. Current seniors housing construction ranges from wood frame to reinforced masonry to steel frame 

components. Another factor in hard costs variation is labor—both its availability and whether it is unionized.

An example at the lower end of the range is in Austin, TX at 65% of total cost, while a development in the upper 

end of the range is in San Jose, CA at 70% of cost. 

Hard Costs

Figure 4: hard Costs

average First Quartile median third Quartile

Nominal Hard Cost ($) 20,625,000 15,300,000 19,000,000 23,225,000

Cost Per ($)

    Revenue Unit 168,200 138,500 164,900 201,200

Gross Building Area (Sq. Ft.) 184.00 139.75 188.50 210.25

% of Total Development Cost 65.6 61.5 65.2 68.3

Source: CBRE Valuation & Advisory Services and CBRE Research, Q3 2017. 
Note: The first quartile is the median of the values below the complete set median; the third quartile is the median of the values that are greater than the complete set median.

Soft costs represent an average 21.5% of total development costs and average $61.50 per sq. ft. of gross building area. 

Soft costs generally cover the “unseen” portion of costs, such as inspection fees, construction loan-related costs, 

architectural and design costs, project management and any other carry cost during the construction phases and 

lease-up. 

Soft Costs

Figure 5: soft Costs

average First Quartile median third Quartile

Nominal Soft Cost ($) 6,775,000 4,200,000 6,625,000 8,000,000

Cost Per ($)

    Revenue Unit 54,900 46,500 57,700 65,800

Gross Building Area (Sq. Ft.) 61.50 47.25 58.50 69.50

% of Total Development Cost 21.5 19.2 20.6 23.8

Source: CBRE Valuation & Advisory Services and CBRE Research, Q3 2017. 
Note: The first quartile is the median of the values below the complete set median; the third quartile is the median of the values that are greater than the complete set median.
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Figure 6: FF&e Costs

average First Quartile median third Quartile

Nominal FF&E Cost ($) 1,075,000 675,000 925,000 1,275,000

Cost Per ($)

    Revenue Unit 8,600 6,600 8,400 12,100

Gross Building Area (Sq. Ft.) 9.50 6.00 9.75 12.50

% of Total Development Cost 3.4 2.5 3.7 4.3

Source: CBRE Valuation & Advisory Services and CBRE Research, Q3 2017. 
Note: The first quartile is the median of the values below the complete set median; the third quartile is the median of the values that are greater than the complete set median.

Furniture, fixtures & equipment or FF&E costs are not always included in development costs. However, these 

costs can be a considerable key component of seniors housing development costs.

FF&E costs generally cover items that can be moved and have no permanent connection to the structure of the 

building.

Our research indicates that FF&E represents an average of 3.4% of the total development cost and $8,600 per 

revenue unit. 

FF&e Costs
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Figure 7: returns on Costs

average First Quartile median third Quartile

Stabilized Value ($) 39,825,000 25,850,000 40,400,000 46,200,000

Per Revenue Unit ($) 342,700 274,300 341,400 399,200

Stabilized Capitalization Rate (%) 6.6 7.0 6.5 6.3

Lease Up Period (Months) 19 17 24 24

Returns on Cost (NOI/Cost) (%) 8.9 7.8 8.5 10.1

Source: CBRE Valuation & Advisory Services and CBRE Research, Q3 2017. 
Note: The first quartile is the median of the values below the complete set median; the third quartile is the median of the values that are greater than the complete set median.

Return on cost statistics from CBRE’s aggregate dataset are measured as stabilized net operating income as a 

percentage of total development costs. The stabilized value metrics are based on inflated dollars as of the date of 

stabilization, while the construction cost metrics are based on current dollars. These costs include operating 

shortfalls during lease-up. Stabilized capitalization rates represent market-supported and data-driven opinions 

as opposed to data points derived from transactions.  

Returns on cost generally ranged from 7.8% to 10.1% with no identifiable geographic, cost or care-level pattern. 

The metric is deal-specific, with the outcome determined by supply-and-demand factors in the primary market 

area of each development.

Based on the results of the CBRE Fall 2017 Seniors Housing & Care Investor Survey, there is an approximate 

250-basis-point spread between the average investment Class A capitalization rate for core and non-core 

locations and the average return on cost of 8.9%. 

Returns on Costs
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Development Activity and 2018 
Cost perspective
As of Q3 2017, a total of 51,234 units in seniors housing 

development projects across the U.S. were under 

construction, according to the National Investment 

Center for the Seniors Housing & Care Industry (NIC). 

The total excludes nursing care projects.

The care mix of these units is 17,262 independent 

living units, 22,304 assisted living units and 11,668 

memory care units.

While development activity remains at elevated levels, 

the Q3 under-construction total fell 14.4% from the 

prior year, which was the cycle peak. Similarly, the ratio 

of units under construction to total inventory fell to 

5.9% in Q3 2017 from 7.0% a year ago.

Construction starts are also moderating. For the year 

ending Q3 2017, NIC reported a total of 25,684 units—

down 27.9% from the prior year’s 35,628 units.

The short-term moderation in development activity is 

healthy for the seniors housing market because 

demand had not kept up with new supply, especially in 

the memory care and assisted living categories.

Yet development should remain active for the 

foreseeable future. Cyclical and secular forces are both 

keeping demand healthy and moderately growing.

Development costs have been rising in most U.S. 

commercial real estate markets, especially in the 

multifamily sector.

Multifamily costs can serve as an indicator for what to 

expect in the seniors housing market. Based on data 

from RSMeans, Fannie Mae calculated that the average 

development cost of a one- to three-story apartment 

project rose by 20.3% from 2013 to 2016. This rise 

averages about 6.7% per year for the period. 

As of March, when Fannie Mae’s analysis was 

published, the agency expected a 7.9% rise in 2017 

development costs for low-rise multifamily product.

Higher labor costs, land costs and, to a lesser extent, 

materials costs have all contributed to the broader 

rise in multifamily development costs. Delays in 

delivering the product have also directly and 

indirectly added to costs.

The factors behind the increases in multifamily 

development costs are similar to those for seniors 

housing development. Seniors development costs 

likely will rise modestly in 2018, even in a climate of 

somewhat reduced development activity.
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Disclaimer: Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not 
verified it and make no guarantee, warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is 
presented exclusively for use by CBRE clients and professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

To learn more about CBRE Research, or to access 
additional research reports, please visit the Global 
Research Gateway at www.cbre.com/researchgateway.

Additional U.S. research from CBRE can be found here. 
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