
STATE  OF  THE  GOLF  INVESTMENT  MARKET  
By Steven Ekovich ◊ Steven.Ekovich@MarcusMillichap.com 

G OLF  MARKET  VOLATILITY :  2016 G OLF  INVESTOR  INDEX  & MEDIAN  
P RICES  DOWN  BUT  AVERAGE  PRICES  UP   
 

What does this mean for the golf investor? 

Six months ago in our 2015-year end Golf Investment Report, we 

boldly declared it is time to consider the golf market’s precipitous slide 

over and we need to start looking at the current golf market as the new 

normal. Data from a few years of improving fundamentals, can be 

attributed to a number of factors:  better weather, golf course 

consolidation (losing 150-200 net courses/year), more golf owners 

choosing professional management, reinvention capital (major cap-ex 

improvements, rebranding and retooling facilities) and more golf 

rounds played. Increased golf rounds have been attributed to more play days, as a result of better 

weather in addition to more committed golfers playing more frequently.  

 

Economic Uncertainty Affecting Asset Pricing? 
Is market uncertainty from BREXIT, stock market volatility, terrorism, China’s economic 

slowdown and a presidential election the cause of median golf course price declining for the first 

time in three years. Does our “Golf Investor Index” drop of 10% from 2015 to 2016 reflect golf 

course owner and manager angst? 

 

To answer that question, we need to examine each part of the equation separately. Through both our 

research and experiences working with golf buyers around the world, we believe that the uncertainty 

we all experienced in the first half of the year impacted both owners and managers. What we don’t 

know for sure yet is if there is a direct correlation between… (Continued on Page 6)                      

1st Half 2016 

Semi-Annual Market Update 

GOLF & RESORT  

INVESTMENT REPORT 

 

INSIDE THIS ISSUE: 

STATE OF THE GOLF  
INVESTMENT MARKET 

1 

CAP RATES AND GROSS 

REVENUE MULTIPLES IN 

GOLF—A 15 YR VIEW 

2 

WHO’S BUYING, HOW & WHY 3 

2016 LIPG GOLF INVESTOR 
SENTIMENT SURVEY—THREE 

TAKEAWAYS 

4 

DEVELOPMENT GOLF 
COURSES: A GREAT BUY 

5 

LIPG NATIONAL GOLF  

DIVISION—UPDATE 

6 

RECENT  SALES CHART 8 

Dunes West Golf & River Club 

Charleston, South Carolina 

ROUNDS YTD 
NOVEMBER 2015 

RECENTLY SOLD 

mailto:Steven.Ekovich@MarcusMillichap.com


LIPG Investment Report Page 2 

 

CAP  RATES  AND  GROSS  REVENUE  MULTIPLES  IN  GOLF  —  A 15YR  V IEW  
By Terence Vanek ◊ Terence.Vanek@MarcusMillichap.com 

At the start of 2016, the US stock market had erased over $1 trillion 

in value as falling oil prices, volatility in China, shrinking world 
trade, rising debt and deflation had most all talking heads telling 

clients to sell everything in face of a “cataclysmic year.” 

 
Midway through 2016, all three major US stock markets hit all-time 

highs, and equities worldwide regained nearly $4 trillion in July 
alone amid optimism over the outlook of the global economy.  

 
So, in the span of six months the US economic outlook went from 

Armageddon to Are “You Freaking Kidding Me”. At home, jobless 

claims are at record lows, suggesting  employment growth and the 

strength of the underlying business sector is solid. Fundamentals are 
healthy. Consumer spending is strong. Commercial property and 

equity markets are at all-time highs. And problems abroad have the 
fed pumping their brakes on any pending interest rate hikes. 

 

Conflicted Investors 
Unfortunately, this polarity of good and bad, up and down seems to 
have tempered exuberance for the 2016 investor. With wounds of the 

Great Recession still fresh, it seems many are waiting for the other 

shoe to drop, for the next inevitable market crash. The good times 
can’t last forever, right? 

 
For the first time in six years, mixed signals have cooled the 

previously white-hot core commercial real estate categories 
(apartments, retail, office, etc.). The bid/ask spread between buyers 

and sellers has widened a touch, slowing what had been an 

unstoppable force of commercial property price appreciation. 
 

Golf asset pricing has followed suit. Six months into 2016 marked 
the first time since 2012 that average and median golf course prices 

declined, with the average down a modest 4.5%. The actual cause of 
the decline is not that concerning—essentially a disproportionate 

number of deals trading below $2M – 55% vs 47%.  

 

But it does beg the question, is this a short-term blip driven by 

macroeconomic uncertainty bound to pass without concern, or a signal 

warning investors of an upcoming market correction? 

 

The Relationship Between Cap Rates and GRM 
For the first time since this newsletter’s inception in 2011, we’ve 
decided to share with our clients a look at not just the trends in 

average and median golf prices, but a deeper look at the 

fundamentals driving those trends—namely the underlying gross 
revenue multiples (GRM) and Cap Rates associated with each 

transaction. The average is a powerful way of measuring statistical 
tendency, but an imperfect way of measuring price appreciation/

depreciation. This more meaningful approach measures the 
relationship between the price paid for an asset and the revenue and 

cash flow that asset provides, to see if investors over time are willing 

to pay more or less for the same rate of return, or put simply a higher 
or lower price. 

 
The resulting data has some powerful implications. From 1999—
2008, there was a strong relationship between Cap Rates and pricing, 

with the data tightly clustered around an average 9.99% Cap Rate. 

Conversely, the GRM data is less consistent and more widespread, 
suggesting that GRM as a pricing mechanism was largely 

unimportant. 

  
Then the market crashed, and from 2009—2013 there was a new 

normal, a transition towards pricing decisions grounded in GRM 
rather than Cap Rates. In a lot of ways this was out of necessity, as a 

majority of available inventory during those times was distressed, 
bank-owned golf properties that were losing money, thus prohibiting 

a capitalization approach. I fact that, investors, in the absence of 

historical cash flow, have forsaken Cap Rates as a pricing model, 
based on gross revenue isn’t groundbreaking or noteworthy. But the 

degree to which GRMs declined during the 2009—2013 … 
(Continued on Page 8)  
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WHO ’S  BUYING ,  HOW  AND  WHY? 
By Christopher Karamitsos ◊ Christopher.Karamitsos@MarcusMillichap.com 

The LIPG recently published the results of its 2016 Golf Investor 

Sentiment Survey. While the overall index fell by over 6 points (see 

article by Raymond Demby for more detail), this has not dissuaded 

investors from deploying capital into the golf market. Velocity in the 

transaction market remains healthy. Compared to 2015, the LIPG 

transaction volume is up by nearly 50%. This begs the question most 

frequently asked by golf asset owners: “Who is buying and how are 

they valuing targeted assets today?” We will answer those questions 

as well as WHY investors are buying into golf. 

 

Beginning with the latter of the three questions, it is important to 

note that while golf course purchases are primarily a business 

acquisition, they are also real estate investments. Given the current 

geopolitical & economic events (both domestically and abroad), real 

estate represents a flight to safety for many investors. Stock market 

volatility, low interest rates, the bond market, the uncertainty of the 

BREXIT and a presidential election nearing, have collectively 

contributed to the attractive nature of real estate as an investment 

vehicle. 

 

Why Golf? 
For the last 12 quarters, real estate investors have been chasing 

falling yields & Cap Rates in core asset product types (multi-family, 

office, industrial & retail). Stabilized golf assets with healthy earnings 

offer investors the opportunity to deploy significant amounts of 

capital into investments yielding double-digit Cap Rates and 

unleveraged IRR percentages in the 20’s. There is another telling 

reason; 65% of respondents from our GISS believed that their 

EBITDA would increase over the ensuing 12 months. That would 

not only translate into more income but greater capital appreciation. 

Assuming zero Cap Rate compression during a five to six year hold 

period and modest EBITDA growth of 4% per year, an investor 

would realize nearly 30% capital appreciation. Should Cap Rates 

happen to compress, every 100 bps would equal nearly 10% 

additional appreciation. This is in contrast to core assets which have 

little if any compression remaining, making golf that much more 

attractive.  

 

Who’s Buying? 
There are always local, regional and institutional investors either 

seeking to gain scalability, fill a geographic hole in a portfolio or 

procure accretive income deals. However, of the total transactions 

facilitated by the LIPG in the past 12 months, approximately 55% 

have been to first-time golf investors. The aforementioned “reasons-

to-buy” have seemed to propel the “crossover buyer” into the 

market. These are investors who are primarily invested in other real 

estate product types (such as core assets) but seek better returns in 

golf. One might conclude this to be the impetus for much of the 

private equity that entered the airspace during the Year of the Mega 

Deal in 2014. Now, private investors seem to be following suit. 

Those seeking courses for future repurposing opportunities are also 

investing in golf. Over 35% of those we surveyed responded that 

alternative land use was either a very or somewhat important part of 

their acquisition criteria. That is understandable given the perception 

that golf’s future is uncertain.  

 

Valuations 
Since most of the REO product cleared the system several quarters 

ago, and many more assets have stabilized, golf is returning to a 

more fundamental valuation model. The Gross Revenue Multiplier 

(the main metric used during the REO phase) has taken a back seat 

to Cap Rates and the EBITDA multiplier. Not long ago, all that was 

needed to increase the value of the asset was to increase top-line 

revenue. This valuation methodology  is changing, particularly with 

respect to cash flowing properties. According to the GISS, 50% of 

those surveyed responded that the most important metrics are 

EBITDA multiplier and Cap Rate for assets in the upper echelon of 

earnings. However, investors valuing courses with a net operating 

income of less than $175K are also putting EBITDA ahead of GRM. 

The most surprising revelation was that 25% of those surveyed said 

that if a listed asset met their earnings criteria, there would be no 

limit as to the GRM they would consider. We could conceivably see 

GRM disparity returning to pre-recession levels. That is a complete 

reversal from the valuation methods of two and three years ago (see 

Scatterplots page 2).  ◊  

FIVE KEY TAKEAWAYS 

 

 1.  Geopolitical climate is driving more capital into real estate. 

 2.  Many new investors entering the golf market (crossover buyers). 

 3.  Golf transaction velocity in 2015 and 2016 has remained the same and should continue to remain healthy. 

 4.  Investors say they are more Cap Rate/yield driven but this has yet to show up in the purchasing as we had  

      hoped. 

 5.  Valuation methods reflecting investors’ desire for income and capital appreciation. 
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2016 LIPG GOLF INVESTOR SENTIMENT SURVEY – THREE TAKEAWAYS 
By Raymond Demby ◊ Raymond.Demby@MarcusMillichap.com 

Earlier this year, the LIPG invited golf owners, managers, 

buyers, appraisers, lenders and other consultants throughout 

the US to take part in the team’s third annual Golf Investor 

Sentiment Survey. You can view a copy of the final report 

(including results data and analysis) at 

leisurepropertiesgroup.com/golf-research. After two years of 

stable results, 2016 showed some dramatic changes – mainly 

an overall drop in confidence throughout the entire survey. 

But while positive response rates were down this year, the 

majority of participants still maintain an optimistic outlook 

towards their golf investments moving forward. Below are 

three of the biggest takeaways from this year’s survey report: 

 

1)  Investor Confidence is Down 

In order to measure the overall confidence of the US golf 

investment community, the LIPG created a metric called the 

“Golf Investment Index”, or GII. This 0.0 – 100.0 scale uses 

the survey results to gauge overall investor sentiment, with 

100 being the most optimistic and 50.0 representing a neutral 

outlook. As a result of fewer positive responses throughout 

the entire survey, the GII for 2016 dropped by 10% (from 

63.4 to 57.1). *See Kyle to verify accuracy 

 

 
 

2)  Uncertainty Causes Economic Concern 

This drop in confidence was most evident when looking at 

participants’ outlook towards the US economy as a whole. 

Confidence in the US economy dropped by over 33% 

compared to 2015. This year, 47.5% participants were either 

somewhat confident or extremely confident in the US 

economy, down from 71.6% in 2015. It appears that 

uncertainty regarding several macroeconomic factors could be 

the root cause of this drop, including employment data, 

proposed interest rate increases, stock market volatility, 

international market concerns including currency trends, and 

most importantly – a US presidential election year. 

 

 
 

3)  Despite Doubts, Some Confidence Remains  

Regardless of the macroeconomic concerns described above, 

participants remain optimistic regarding their own golf 

operations in 2016 (although less optimistic than previous 

years). This includes projected growth to both public and 

private golf operations, measured by metrics such as rounds 

played, member counts, and rates . Remember that although 

the GII was down 10% to 57.1 this year, that figure means 

responses were still optimistic overall (over the 50.0 GII 

threshold). Perhaps the area where this optimism is most 

apparent is with regard to expected EBITDA growth. 

Although only 40% of participants are confident in the golf 

industry as a whole, 65% believe that their golf asset’s 

EBITDA will increase in 2016.   

 

Conclusion  

So how should we reconcile the discrepancy between 

macroeconomic expectations for golf and individual optimism? 

While this difference could be partially explained by improved 

operating fundamentals (including cost management), course 

closures reducing supply, improved weather, or stealing 

market share from competitors, there seems to be more to it. 

First, it’s worth noting that the overall drop in optimism 

throughout the survey appears genuine and statistically 

significant. While EBITDA growth remains more optimistic 

than responses towards public/private golf or the US 

Economy as a whole, this question saw a similar drop 

between 2015 and 2016. 65% of participants believe their golf 

EBITDA will increase this year – that figure is down 16.7 

points from 2015’s 82.1%, or a decrease of over 20% year-

over-year. Since only 40% feel similarly about the golf 

economy as a whole, maybe there is some level of denial or 

otherwise misplaced optimism here. Regardless, it’s clear that 

investors are more aware of the challenges they face today, yet 

remain confident in their ability to overcome these hurdles.   ◊   
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According to the NGF, from 1990 to 2003 the number of golf 

course facilities in the United States grew by approximately 

3,000 courses. A large number of these new courses were built 

to serve as recreation and social amenities for residential 

development communities. For years, developers sought 

“celebrity” architects such as Jack Nicklaus, Tom Fazio,  

Arthur Hills and Pete Dye to design courses and add 

credibility to their communities. “Signature” designs allowed 

developers to command lot premiums ranging from 20% to 

30% higher than non-golf course communities while 

accelerating absorption rates.  

 

Developers typically viewed golf courses as a marketing 

expense and a necessary cost of doing business. Since the 

focus was to sell real estate, golf operations were routinely 

budgeted to lose money primarily due to an extravagant 

expense model. Most developers prefer to maintain control of 

the golf course during the selling phase. They typically begin 

planning their exit strategy for their golf courses when they 

achieve 80% to 90% build out.   

 

The acquisition of a community golf course from a developer 

typically provides a significant amount of upside for the 

purchaser. Prudent golf course buyers with golf operations 

experience are beginning to discover the low hanging fruit 

provided by transitioning a development golf course from a 

marketing amenity to a for profit golf course operation. The 

two golf course operating models are distinctly different. 

During the build out phases of a golf course community, 

developers devote a significant amount of resources to 

marketing to potential home buyers. A development course 

benefits from rapid absorption since buyers are also 

prospective customers. A development golf course offers an 

investor a facility with an established reputation and existing 

customer base. Purchase prices typically represent a fraction 

of the construction cost thereby providing a lower basis 

maximizing the return on investment. ◊  

DEVELOPMENT  GOLF  COURSES :  A GREAT  BUY !  
By Robert Waldron ◊ Robert.Waldron@MarcusMillichap.com  
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LIPG NATIONAL  GOLF  D IVISION—UPDATE  
By Matthew Putnam ◊ Matthew.Putnam@MarcusMillichap.com 

The first half of 2016 was very busy and full of notable 

accomplishments for the Leisure Investment Properties Group. The 

golf division closed a record setting 14 transactions in this six-month 

period, highlighted by the John Wieland Homes golf portfolio 

consisting of two golf clubs in the Atlanta MSA and one in 

Charleston, SC. Terence Vanek was the lead agent on these 

transactions and represented both the buyer and seller for all three. 

Other notable deals include Deer Creek Golf Club, Tall Grass 

Country Club and Kiskiak Golf Club, all were sold by Steven 

Ekovich on behalf of Arcis Equity Partners. The clubs were located 

in Overland, KS, Wichita, KS, and Williamsburg, VA, respectively. 

Steve also closed Black Creek Mountain, a golf master planned 

community located in Chattanooga, Tennessee.  The group currently 

has eight additional deals under contract and 18 active listings across 

the country. 

  

With regard to individual accomplishments, Ray Demby was 

promoted to Associate after closing two transactions in the first half 

of the year. Ray sold his second “alternative use” deal within the last 

9 months – Taylor Glen Golf Course in the Cincinnati, OH MSA – 

and continues to position himself as a repurposing specialist within 

the group. Additionally, Terence Vanek was promoted to Junior 

Partner after closing not only the aforementioned portfolio, but 

Imperial Lakewoods in Bradenton, FL and contributing in two other 

transactions as well. Finally, Steven Ekovich and Chris Karamitsos 

listed a $70M multi-state portfolio for an institutional client that is 

generating both national and international interest.  

 

In June, the group completed its third annual Golf Investor 

Sentiment Survey. The results, which showed a drop in investor 

confidence, were published in Golf Inc. Magazine as well as the 

Pellucid Report. For a full transcript of the survey results, please email 

Ray Demby, the group’s Head of Research & Analysis.  

With the increase of  our number of sales and additional new listings, 

the Leisure Investment Properties Group welcomed an additional 

financial analyst, Zachary Hadsall.   Zak comes with an extensive 

sales and management background and will be focusing his efforts on 

client clarification, strategic research projects, marketing efforts,  

asset valuation and underwriting. 

  

Additionally, LIPG is redesigning our Offering Memorandums after 

years of setting the standards for underwriting, presentation and 

packaging of golf assets.  We are excited to unveil the new look in  

third quarter of 2016.  

 

With the presidential election looming and ever increasing market 

volatility, the group’s advisors continue to position themselves as a 

resource to their clients through the strategic advisory program. Even 

if you are not of a mind to buy or sell in the short term, the advisory 

program can provide a snapshot of value for your assets and offer 

useful ideas through your hold period. Feel free to reach out to one 

of our advisors for more information.  ◊  

STATE  OF  THE  GOLF  INVESTMENT  MARKET  
(CONT.  FROM  PG  1)  
market uncertainty and median price erosion in the first half of 2016. 

The market volatility we have experienced with BREXIT, China’s 

slowdown, terrorism in the US and around the World, and the 

Presidential Election, certainly have caused many golf owners and 

investors to become jittery.   

 

For  example, a buyer of ours from the Cayman Islands submitted an 

offer on a golf master planned community we listed, however, when 

the stock market had a free-fall in early 2016, they pulled out over 

nervousness. Another large PE firm was in the process of tendering 

an offer on a large portfolio we are marketing. Their research 

department issued a companywide memo declaring the next 

recession is just around the corner. Consequently, the principles put a 

moratorium on all acquisitions in all real estate classes. They told us 

they are betting that they’re buy cheaper in the near future. While 

this is anecdotal evidence, it is factual and it changed investor-

behavior. 

  

Investor Sentiment Down 
The LIPG Investor Sentiment Survey was down this year for the first 

time in three years. While 2014 and 2015 saw similar levels of 

investor confidence, the data from 2016 shows a considerable drop in 

optimism. The Golf Investment Index (GII) gauges the overall 

confidence of the US golf industry. 2014 and 2015 saw scores of 63.2 

& 63.4 respectively. The GII of 57.1 for 2016 represents a 10% drop 

in just one year. The Investor Sentiment Survey on Golf will be 

explained in more detail within this Investment Report. It is clear 

that golf course owners, investors, management companies and 

lenders have a less optimistic view of this year for the industry as a 

whole.  

 

The interesting questions we need to address are if the volatility in 

the stock market, the China recession, global terrorism, BREXIT are 

driving concerns for them, or are they concerned about systemic golf 

issues?  Though the index showed a more dower overall golf and US 

economic outlook from the respondents, most of the same owners 

and operators believed their golf asset or portfolio would out-perform 

the market. Based on those two different points of view, we are left to 

conclude, investors fear uncertainty in the US market. If their fear 

was more related to systemic issues in the golf market and hence they 
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STATE  OF  THE  GOLF  INVESTMENT  MARKET  
(CONT.  FROM  PG  6)  
thought they were insurmountable, investors and operators would 

not feel as though they could out- perform the market. 

  

It is clear to us that a golf-centric golf operator or management 

company can generally, lower expenses, out-manage, out-market and 

out-compete most one-off owners and equity clubs self- managing. 

After selling courses for developers, member-owned clubs and single-

asset owners, as well as underwriting $4 Billion dollars in golf assets, 

we see the aforementioned trends unveil themselves in the P&Ls. 

The more consolidation of ownership and the more competent golf 

management companies operate assets, the better off the golf 

industry’s fundamentals will be as a whole. 

 

However, Q-1 & Q-2 of 2016 has shown that the median golf course 

values were down 16% in the first half of 2016 for the first time in 

three years while the average golf course value was up 11.5%. (See 

Sales History on page one) When you study the most important tranche 

of the sales, those in the $1M-$10M range, the average and median 

are down 4.5% and 15% respectively. Yet, it is important to 

remember that this is only a half year of data, the second half could 

change. Even after the first few months of 2017, we will still be 

acquiring more sales information, as sales reporting lags the market 

by three to six months in many states. 

  

Median Down But Average Up? 
In looking at the data sets within several different tranches of sales, 

there are significantly more lower-priced properties closing in the 

market than larger ones with the exception of a few larger deals that 

brought the overall average up. Both the average and median prices 

are affected by the size (dollar amount) and the number of smaller 

transactions occurring. In the last two issues of our Investment 

Research Report, we stated, “As the distress clears the market, in 

general, the better assets traded and smaller assets will be left to trade. In 

addition, the traditional buyers will see a lack of their target size assets 

and they will have to become more aggressive and to compete to acquire 

assets.”  Our predictions were accurate for the first ½ of 2016, and 

some of the larger buyers have reduced their buying thresholds to 

maintain their pace of acquisitions. 

 

How Full Is Your Glass? 
In July, we recorded the second precipitous drop in the stock market 

this year, as a result of the vote for Britain to Exit the European 

Union, or BREXIT.  However, only weeks removed, the US stock 

market is at an all-time high. In other words, China, BREXIT, 

terrorism, interest rate worries, the presidential election, all have 

been priced into the stock market. Not only is the stock market at an 

all-time high, but the housing market has recovered nicely. We have 

the tale of two opposing forces affecting the golf industry within the 

same year. Depending on your outlook, a glass is either half full or 

half empty. The prism through which you view the golf industry and 

the economic forces on golf, will determine your opinion.  

 

With developing on the rise throughout the US, home values 

increasing and with a stronger job market, golfers and non-golfers 

alike are building up their net worth. This correlates linearly to golf. 

If golfers and potential golfers have more disposable income, those 

dollars can and will continue to funnel into leisure activities such as 

golf. There are still problems in golf and the reasons people stop 

playing golf is not all tied to money as many reports have shown, but 

no one can deny that money does make a big difference. 

 

Only Time Will Tell 
Although values appear to be down, we have to wait until we have a 

full year of data. As larger assets trade, it could bring up the average 

and median.  The uncertainty in the market has clearly affected 

buyer’s outlooks. Will uncertainty in the US economy translate into 

golfers playing less? We believe it will not. With rising equity in 

homes, a solid job market and a stock market at all-time highs, golf’s 

operation metrics, rounds, revenue and EBITDA should continue to 

become healthier albeit at a slow pace. 

 

I have experienced four cycles in the US commercial market, two 

market meltdowns and people always think things will never be as 

good as they were. Five years ago commercial real estate investors 

and pundits questioned whether we would ever get back to the highs 

of 2006. The commercial real estate sector is hotter than ever. Values 

are breaking all-time highs, yields are strong and demand is good. 

(the Chart to the left shows commercial real estate Cap Rates at their lowest 

point in 2006.  In 2016, we have seen Cap Rate compression to the same 

extent or even lower than we were in 2006 at the height of the real estate 

market) Even though golf’s participation was down a little this year, 

the optimist in me keeps pointing to the fact that we are stabilizing 

participation. TopGolf, Get Golf Ready, Golf 2.0, USGA9, First 

Tee, PGA Junior League, the Tour’s “Young Guns” (Spieth, 

Mcllroy, Day, Fowler), reduction in functionally obsolete courses, 

conversion of courses to homes, and little new golf development 

should all result in keeping golf on an even keel and create steady, 

albeit slow growth.  It will be interesting to dissect the year end 

data, but we still believe the worst is behind us. We may have a back 

slide for a period or two in the next few years, but overall, our market 

is healthier today than it was three years ago when we hit the 

proverbial bottom.◊  
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“Cap Rate vacuum” is.  The average GRM dropped from  2.22x to 1.48x to 1.30x during the period 2008 to ‘09 to ‘10, and has since held 

firm at an average of 1.30x, compared to the pre-recession 10yr average of 2.36x.   
 

So does that mean golf asset prices are one whole multiple of gross revenue below what they were 10 years ago?  

Not necessarily. First, declining prices, whether based on GRMs, Cap Rates or some other pricing model, during a time when the majority 

of golf assets trading hands were, in fact, losing money, is warranted and more importantly expected. It is no secret to any golf owner that 
golf courses make less money today than they did 15 years earlier. Investors began paying less for riskier assets that return less money while 

operating in a troubled airspace.  

 
Second, and more importantly, it isn’t simply that GRMs declined. Rather, investors switched from a Cap Rate pricing model to  a GRM 

model, seen clearly in the side-by-side scatterplot comparison (page 2). Lacking reliable and stabilized income to capitalize into a value 
estimate, investors turned to revenue as an indicator of value. What’s encouraging is that pattern has most recently begun to  reverse 

course—transactional Cap Rates have begun to simultaneously tighten and trend upward towards their pre-recession averages, i.e. less 
negative income deals replaced by healthier, stabilized deals trading on historical cash flow. In the macro universe of golf, that is certainly a 

positive trend even more so if considered in the greater context of current sentiment among ownership. If 65% of owners believe their golf 

asset’s EBITDA will increase in 2016 (see page 4 for Investor Sentiment Discussion), and Cap Rate trends continue towards pre-recession 
levels, it’s a great marker to expect continued price improvement and throw out any 1H price fluctuations as temporary, economic induced 

blips. If core commercial property markets continue with modest and more measured improvement, and consumer spending stays strong, 

it’s a good bet golf asset pricing will continue long-term improvement. ◊  

CAP  RATES  AND  GROSS  REVENUE  MULTIPLES  IN  GOLF  —  A 15YR  V IEW  
(CONT.  FROM  PG  2)   
By Terence Vanek ◊ Terence.Vanek@MarcusMillichap.com 
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