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y now, the value potential of senior housing real estate is well known.
Low interest rates, innovative financing options and the expected
overwhelming national demand from an aging population for senior
communities all speak to the potential of senior community investment and
development opportunities. This paper will focus on the five Pennsylvania
counties in the Philadelphia Metropolitan Statistical Area (MSA). These include
Bucks County, Chester County, Montgomery County, Delaware County and
Philadelphia County, which we will refer to as the “Philadelphia Region.” We will
examine the existing types of senior housing assets, consider county-specific
market signals and demographics, and explore counties that show opportunity
for growth in the senior housing market.
NATIONAL SENIOR HOUSING MARKET IN 2014
There is increased need for senior housing due to the aging of one of America’s
largest generations, the Baby Boomers. In 2011, the first of the older Baby
Boomer cohort turned 65 years old, beginning a rapid increase in the number of
individuals reaching the traditional retirement age. Over the next decade, from
2011–2021, the second largest cohort of Baby Boomers, over 20 million people
currently between the ages of 55 to 59, will reach retirement age. The largest
Baby Boomer cohort—a group comprised of over 22 million individuals,
currently between the ages of 50 to 54—follows closely behind.1 However, there
are several trends regarding this generation to take into account before
assuming Baby Boomers will be the new backbone of senior communities’
resident pool.
First, as this paper will explore in detail, most senior housing types are not
popular with seniors until around the age of 75, aside from communities
marketed specifically towards younger senior populations such as 55 and older
Active Adult Communities. But for the most part, it will be close to another
decade before the Baby Boomer generation’s impact is fully felt by the industry. 2
This paper will suggest that senior housing developers should not focus solely
on the 65 to 75-year-old cohort; rather, one should focus on the 75-85 cohort as
the most immediate potential resident pool as well as the 45-55 and 55-65
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cohorts who are considered Adult Children. Through interviews, industry experts
indicated to us that the Adult Children demographic is viewed as a factor in
successful income-generating senior communities. For an Independent or
Assisted-living candidate between the ages of 70 and 80, it is likely that Adult
Children will heavily influence their senior parent’s decision on housing. 3
Whether or not the Adult Children are contributing financially, they, as well as
the senior residents themselves, often need to be convinced a senior housing
facility is going to provide the best quality, care and experience for their parents’
tenure. Both demographic data and interviews with industry professionals reveal
that the Philadelphia Region has promising market signals, as well as the
advantage of strong multi-generational family ties to the region.
Second, the current generations of seniors have expressed the desire to age in
place as long as possible. With health care advances made over the previous
decades, seniors are able to stay independent in their own home for longer.
When the time does arise for seniors to consider the transition to a senior
community, location near loved ones will be key. A recent Urban Land Institute
(ULI) report, “Emerging Trends in Real Estate 2014,” suggests that Baby Boomers
will be huge drivers of change in the markets as they begin selling their homes
and moving into urban areas for convenience, the experience, and access to
health care. However, this paper will suggest that may not be the case among
seniors moving into the city of Philadelphia.4 According to ULI, senior housing in
the U.S. has the second best investment prospect among housing submarkets and
the third best for development. This trend will most likely continue as the Baby
Boomers move into the next age cohort over the upcoming decade.
Some executives predict that 2014 will bring continued investment interest in
both Independent and Assisted Living, while continuing to shy away from skilled
nursing. Others say they are still shying away from Independent Living projects. 5
This particular trend is evident in the Philadelphia Region as 6.2% of all new
construction last year (2013) was slated for assisted living and less than 1% was
allocated for Independent Living.
SENIOR COMMUNITY TYPES
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The Senior Housing Market includes a broad range of asset types. Each type is
designed to target an age range, and the services provided and payment
structures may vary greatly. This section will briefly define the prominent senior
housing types in the Philadelphia market. The following section will explore the
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differences as defined by David Lynn and Tim Wang in their feature, “The U.S.
Senior Housing Opportunity: Investment Strategies”. 6
Independent Living
Independent Living (IL) assets are often multi-family rental apartment units.
These facilities, targeted towards the average age range of 65-75, are for
residents who are still capable of taking care of daily tasks but may enjoy the
convenience of restaurant style meals, recreational and social meeting rooms, as
well as optional housekeeping. This model, while similar to that of affordable
senior housing, is private and charges premium rents to account for both the
units and the additional services and common spaces.
Assisted Living
As mentioned earlier, Assisted Living (AL) assets have been recently referred to
as the favored type for real estate investors. The average resident age is around
85, and these products offer services to seniors who may need help bathing,
eating or walking, referred to as Activities of Daily Living (ADL). These
developments are multi-family that generally offer group activities, mealtimes,
housekeeping and support staff.
Memory Care
Memory Care (MC) is a model often offered within an AL development
specifically designed for seniors with onset memory diseases. With a similar
resident age of 85, Memory Care services are sadly becoming increasingly
valuable in senior living assets. MC programs or buildings are designated for
patients with Alzheimers or other memory related diseases. Today, 5.2 million
Americans are living with Alzheimers or a memory related disease and,
according to the Alzheimers Association, it is estimated that by 2025 7.5 million
Americans over the age of 65 will be affected by a memory disease. Elderly
family members are particularly difficult to care for in-home due to dangers of
wandering outside of safety. Staff trained in the art of memory care can help
reduce the risk of violent behavior, promote positive social behavior with other
residents and create sensory-based programming to help combat the
devastating daily effects of living with a memory disease.7

4
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Skilled Nursing
Skilled nursing most closely resembles what one may consider the traditional
model of retirement home. This is the highest level of care for people with
serious medical needs that need daily assistance with most aspects of living.
These developments are state-regulated, and sometimes are not chosen by the
resident but rather prescribed by a doctor. This model allows for payment to
come from both Medicare and Medicaid benefits rather than by complete private
payments. Skilled Nursing facilities may also be granted mortgage backed
financing by the Department of Housing and Urban Development (HUD) through
their section 232, although the process can be difficult to navigate.8
Continuing Care Retirement Communities
These communities, known as CCRCs, are a relatively new type of asset that has
emerged in the past 10 to 15 years. A CCRC is a campus style retirement center
that offers Independent Living, Assisted Living, Memory Care and sometimes
Skilled Nursing. CCRCs are ideal for seniors looking to age in place. These
communities are the most expensive senior housing options as they require a
large buy-in fee which on average in 2013 was $289,000,9 although in the pricier
communities it can be up to a million dollars. They also still require a monthly
fee, but the buy-in secures your health care for the rest of your life. If the time
comes when you want or need to leave an independent unit you won’t have to
move far. If you choose to leave, a percent of the buy-in fee is refundable (based
on your contract), and is often based on your agreed-upon fee structure. These
communities tend to do better in areas with higher home values, as the capital
raised through home sales allows the senior to afford their entrance fee.

“These communities
tend to do better in
areas with higher
home values, as the
capital raised through
home sales allows the
senior to afford their
entrance fee.”

Affordable Senior Housing
While seniors eligible for rental assistance in public housing may choose to live in
any affordable development, Low Income Housing Tax Credits (LIHTC) have
made it possible for entire affordable housing developments to be devoted to
seniors over the age of 62. This development resembles a market rate IL
development with one and two bedroom apartments and community areas for
residents. Many of these developments include a medical station and other
amenities such as an onsite beauty shop or entertainment rooms. While this asset
is less glamorous, it is virtually always in demand. The larger issue is whether or
not the financing is available, but each of these counties has affordable senior
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housing and most of them still have a need. 10
Continuum of Care
Over the last 10 to 15 years, there has been a trend in the senior living industry
towards offering a “continuum of care” that can allow seniors to stay in their
chosen communities as their health worsens and their needs become greater.
With this goal in mind, new and existing facilities have increasingly chosen to
expand their scope and integrate IL facilities and AL or AL/MC facilities. In these
communities, IL housing is usually located in a building on the campus which is
separate from AL and AL/MC. These communities have different fee structures
than a CCRC.
LOCATION
While the Philadelphia-Camden-Wilmington MSA
technically consists of counties in Pennsylvania
(PA), Delaware (DE) and New Jersey (NJ), this paper
is specifically focusing on the PA counties
mentioned above and shown on the map to the left.
Since the City of Philadelphia is the 5 th largest U.S.
city today with an estimated 1,547,607 residents, it
is the most prominent in size in the MSA region.11
However, the city itself is certainly not the most
prominent in wealth; Philadelphia County is only
the 51st wealthiest county in the state, while the
other PA counties that make up the MSA are the top
four wealthiest counties in the state, according to
the U.S. Census Bureau.
Source: Map Source: Google
Fusion Tables.

LOCATION DEMOGRAPHIC DATA
In the graph on the following page we have identified what we believe to be the
most relevant information for each county when assessing the feasibility of
senior housing growth opportunities in the Philadelphia Region. As you can see,
we believe the population of seniors 65+ in each area is crucial to determine if
the area may have a demand for such housing as seniors choose to relocate to
either an adult active community at a younger age or to assisted or independent
living communities. However we are also proving the data for the younger

6
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Source: QuickFacts, United

cohorts in the Adult Children range and the oldest cohorts who are the most States Census Bureau, 2012.
likely candidates for residency today.

SENIOR COMMUNITY DATABASE SUMMARY
In assessing the presence of senior communities within
our area of focus, we used Google to search the terms
“independent living,” “CCRCs” and “assisted living” in the
counties identified above. To the best of our ability, we
have classified communities and databased them to
examine the presence of senior independent and assisted
living facilities within our area of focus.

Source: Seniorhomes.com,
Myseniorcare.com.

However, we have only assembled a list of facilities and
were unable to acquire accurate comprehensive
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Source: Map Source: Google
Fusion Tables.

information on each facility’s total beds and occupancy rates. In total we
found 47 market rate senior communities in the area, with a majority of
them located in Bucks County. The type and amount of communities in
each county will be further explored in the section below. In the map above
we have pinpointed the zip codes that contain these facilities for the reader
to reference.
COUNTY SUMMARIES
Bucks County
The second largest county by land area in square miles, Bucks County
exhibits attractive demographic data for the senior housing industry in
regards to an older population and higher median incomes and median
values of owner-occupied housing units. Bucks has the highest current
volume of senior living developments, as the majority of the developments
we surveyed were located in Bucks with a total of 24 developments. This
county has one of the highest percentages of residents over 65 and in
particular has a higher percentage of residents over 75 when compared to
the national average. This county also has a higher percentage of Adult
Children compared to both national and state averages. As mentioned
before, this is a powerful indicator for senior living successes and the
combination of affluent Adult Children and Seniors is favorable for the
possible expansion in the industry. The County median income is nearly
8
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45% higher at $76,859 than that of the U.S. In regards to CCRCs’ potential, the
median value of owner-occupied housing units, $315,600, is nearly 75% above
the U.S. median of $181,400, which may explain why there are already four
CCRCs located in the county, which is more than any other of the regional
counties. While Bucks has favorable demographics, it is possible the market is
already saturated, which is not to say a new high quality asset would not capture
demand, but it would depend on the quality and perhaps age of the existing
assets in the area.
Chester County
The largest county by land area, Chester also displays alluring demographic data
for the future of senior housing. While the population between 75 to 85 is the
same as the U.S. average at 13.7%, they have a higher percentage of Adult
Children. The absolute value of our target demographics is lower than, say,
Montgomery County, since it has the smallest population of the region. That
being said, Chester County is also the wealthiest county. It has a higher median
household income and a higher median home value than the rest of the area,
indicating residents may have more money to spend on high-end senior
developments, and may have more capital from their home sales to pay towards
their possible CCRC buy-in. For perspective, their median income at $86,184 is
62% higher than the U.S. median at $53,046 and their median home value at
$329,700 is 82% higher than that of the average American home. Of the 47 senior
communities on our list, nine are in Chester County. This includes five assisted
living and memory care facilities, three continuum of care facilities, and one
CCRC. While we were unable to obtain occupancy rates for these facilities, this
county may be a candidate for an additional CCRC in the coming decade.

“Delaware County
exhibits attractive
demographic data
when compared to
U.S. and Pennsylvania
figures, but is the
least attractive of the
four counties outside
of Philadelphia. “

Delaware County
The smallest of the counties outside of Philadelphia at 184 square miles,
Delaware is only 25% of the size of the largest county, Chester, which is 751
square miles. Delaware County exhibits attractive demographic data when
compared to U.S. and Pennsylvania figures, but is the least attractive of the four
counties outside of Philadelphia. As a percentage of the population, Delaware
County has both a higher percentage of residents within the target demographic,
75-85 years old, as well as Adult Children when compared to the U.S. and
Pennsylvania percentages. While median income of $64,242 is 21% above the
U.S. median of $53,046, it is still the 4th lowest ranked in our five targeted
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counties. This does not mean the area lacks opportunity, as we only found
three senior housing facilities in Delaware County and all of them were
Assisted Living and Memory Care. With a poverty rate of almost 10%, this
county may be a candidate for some new affordable senior housing
financed through LIHTC and other state and local funding sources.
Montgomery County
Montgomery County is the third largest and second wealthiest of the
counties in our focus area. As a percentage of the population, Montgomery
has higher percentages of residents within the target demographic, 75-85
years old, when compared to the U.S. and state percentages, as well as
having the highest percentage of our study area. Montgomery is also home
to a sizable cohort of Adult Children, with percentages again rising above
the country, the state and three of the remaining four counties. Their
median income of $78,984 is 49% above the U.S. median of $53,046 and is
the second highest in the area. While home values are not the highest in the
area, they are still 63% higher than the national average. Of the 47 senior
communities on our list, 11 are in Montgomery County, including only one
CCRC and nine assisted living and memory care facilities. While one may
speculate that the only CCRC in the area is partially due to the lower home
values in the area, the demographics indicate this may be an interesting
county to explore for development in the future.
Philadelphia County
Philadelphia County is located in the Philadelphia MSA in Southeastern
Pennsylvania. Bordering Southern New Jersey to its east, Delaware County
to its south, Montgomery County to its west and Bucks County to the north
of Philadelphia County. Of all the counties, Philadelphia has the largest
population by far, but the smallest percentage of seniors of the age of 65.
However, higher levels of poverty are associated with this larger urban
population; the average household income is the lowest in the area at
$37,016 as the three of the other four counties more than double that on
average.
Philadelphia County is home to more affordable senior housing
developments than pricey CCRCs. In fact, we could not find any CCRCs in
the county limits. While we found one assisted and independent urban
10
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development, our research found in large part that a senior may have to look
outside the urban core in search of a wider range of senior residence options.
Due to the Pennsylvania Housing Finance Agency’s recent policy shifts away from
funding nursing homes and towards a tenant based housing voucher system for
low income elderly to move into assisted or independent living facilities, many
poor Philadelphians may find themselves out of housing options. While 30% of
America’s 1.2 million public housing units are currently occupied by seniors,
most units are not outfitted for the needs of an elderly population. Why is this
important in Philadelphia County? While the city itself may not be the next stop
for a multi-acre CCRC or a high end Independent Living development, there seem
to be constant opportunities for developers familiar with the Low Income
Housing markets to continue to provide quality, affordable senior housing in the
city. Investors who purchase these syndicated tax credits will most likely find a
safe investment in this particular type of low-income urban development.
While many empty nesters have begun to think about downsizing and moving
into urban areas for the experience and convenience, there is not yet enough
evidence that a high-end senior or active adult community will thrive within the
city limits due to income constraints, as well as the existing availability of high
quality assets in the surrounding counties from which this target high income
retiree population is likely originating.

“Lending rates are
still the target to
watch when
considering whether
or not to build or
acquire an asset.”

MARKET TRENDS
In 2013, the Philadelphia region’s senior housing occupancy was at 89.5%. This is
only 70 basis points lower than its cyclical low in 2010 and still a far cry from its
2007 cyclical high at over 93% occupancy. NIC MAP reported there were five new
senior developments poised to open in 2014, however all of them fell under the
Assisted Living category. Assisted Living construction accounted for 6.2% of
Philadelphia’s 2013 construction, while Independent living was at a mere .9%.
They argue that based on the increased construction solely in Assisted Living,
there is bound to be an opportunity for independent living developments in the
near future.
Lending rates are still the target to watch when considering whether or not to
build or acquire an asset. Bradley Clousing, a managing director at Senior Living
Investment Brokerage told Senior Housing News, “The two big variables to impact
senior living are potential interest rate implications and how quickly rates rise.”
He goes on to say that there has yet to be much of an effect on cap rates due to
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“One of the toughest
hurdles senior
communities face is
proving they are more
than the stereotypical
nursing home that was
once synonymous with
senior housing.”

the available capital for projects and demand for product. 12 According to Mel
Gamzon of Senior Housing Investment Advisors, in 2011 senior housing pulled in
a near record-breaking year with over $16 billion in transactions—in large part
due to specialized healthcare REITs. Senior housing “outperformed all other
markets,” he reported.
Newer financing strategies may become available to senior housing developers as
indicated by the first revolving credit agreement between Freddie Mac and
Greystone in January of this year. While Freddie Mac has provided this option for
multi-family in the past, this $150 million facility for Oakmont Senior Living is a
game changer in the senior housing industry.13 These factors are important in
understanding why senior housing is a sound investment and still a viable
development option in the market.
Publications also reveal that seniors today have higher expectations regarding
their senior communities. One of the toughest hurdles senior communities face is
proving they are more than the stereotypical nursing home that was once
synonymous with senior housing. Today developers strive to provide unique
amenities on site, access to nearby parks and well landscaped areas, and to
promote themselves as a safe and convenient community where you can age in
place.

Source: APlaceForMom.com

Luxury developments offer ample community space and special areas for hobbies
and leisurely pastimes such a woodworking, arts and craft rooms and spas on
site.14 According to a 2012 poll on the popular website “A Place For Mom,” the
most popular amenities in independent living are represented in the chart
above.15 High-quality amenities are important for any real estate asset, but
perhaps more so in areas like the Philadelphia Region where there is already a
12
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decent concentration of existing assets. In conversations with Senior Housing
developers we learned that, regardless of market analyses’ indication that an
area may already have sufficient beds, if the developer believes that their asset
can enter the market competitively and can offer a product superior to the
existing assets, they will still find the area favorable for development. Taking
information like the above amenities poll into account can make the difference
between a well occupied, desirable Senior Community and an asset struggling
“...if any area in
with high vacancy rates.
CONCLUSION
A review of the demographic and economic data suggests favorable market
conditions in the four Pennsylvania counties surrounding Philadelphia County:
Bucks County, Chester County, Montgomery County, and Delaware County. The
counties rank as the top four wealthiest counties by median household income in
the state of Pennsylvania. As mentioned earlier, the median home values amongst
the counties stands at 30% to 80% more than that of both the median home
values in both Pennsylvania and the U.S. Beyond the concentration of wealth in
the area, the demographic data reveals favorable relevant percentages of several
target cohorts necessary for the success of senior community developments. All
four counties boast strong figures for percentages of the population older than 70
as well as promising demographics for the Baby Boomer cohorts that will become
major players in the industry over the next 10 to 15 years. Furthermore, the
demographic data reveals high percentages of Adult Children, who may have
influence over their parents’ senior housing decisions. We believe this
information suggests that relative to other areas in Pennsylvania, the
Philadelphia Region has a promising future in senior housing development over
the next decade. While we cannot speak to current vacancy rates overall, if any
area in Pennsylvania were primed for another higher income, top-quality asset,
the Philadelphia Region seems like the top market to consider.
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Pennsylvania were
primed for another
higher income, top
quality asset, the
Philadelphia Region
seems like the top
market to consider.”
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