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The 4th release of the MEREDA Index once again shows continuing signs of an 
improving real estate economy for the State of Maine.  The positive trend line of 
the Index mirrors discussion with MEREDA members who are starting to feel the 
effects of the growing real estate sector.
 
Our Goals for the MEREDA Index are:
•	to be a trusted resource for predicting future growth trends
•	 lead to policy initiatives encouraging growth in real estate development
•	to highlight the intricate link between the strength of the real estate market 

and the vitality of Maine’s economy
 
MEREDA is encouraged by the increasing trends and looks forward to additional 
growth in 2015.

Portland Commercial Real Estate always appears to be moving so slowly that 
only incremental change is occurring, though after some periods, one becomes 
aware of a resurging quantum change.  I believe now is one of those times.  
Everyone sees the hospitality and residential sections pushing ever more 
briskly into downtown, and that growth is now being translated into a robust 
and expanding retail presence that is growing both geographically from the 
city’s core and in sophistication of type and range of demographic allure.  The 
office market is seeing an incremental expansion at the same time a slow 
conversion of office to residential use is depleting supply. The high cost of new 
office construction will continue to dampen new supply, strengthening the 
occupancy and increasing pricing in office space.  Finally, the perennial cycle 
of value volatility has pressed pricing of quality commercial assets to yields not 
seen in this generation.  I continue to feel that this breadth of activity is forging 
Portland, once again, into a strong urban city.

ABOUT MEREDA

The Maine Real Estate & Development Association (MEREDA) is an organization 
whose mission is to promote an environment for responsible development and 
ownership of real estate throughout the state. MEREDA accomplishes its mission 
through legislative advocacy, regulatory oversight, sponsorship of programs 
and conferences, and by serving as a unified and proactive representative for 
real estate and economic development interests.

MEREDA is the state’s leading organization of commercial real estate owners, 
developers and related service providers.  Founded in 1985, we now have over 
290 members who employ thousands of Maine citizens and invest millions 
of dollars in the Maine economy each year.  MEREDA is the only voice for 
the real estate development industry in Maine.  Our success is dependent 
upon bringing together the many different trades that are vitally interested 
in promoting positive growth in our great state. MEREDA advocates for fair, 
consistent, predictable regulations to create a healthy economic climate. Our 
efforts to promote responsible growth through fair and predictable legislation 
and regulation are vital for a return to a healthy, thriving economy.  

INTRODUCTION

The MEREDA Index is a measure of real estate activity designed to track changes 
in Maine’s real estate markets.  The Index is a composite of nine measures 
reflecting both new development and transactions involving existing properties 
and it covers both the commercial and residential markets statewide.  The Index 
is quarterly beginning in the first quarter of 2006.  This report covers the Index 
through the third quarter of 2014.

Shelly R Clark, Vice President of Operations 
Maine Real Estate & Development Association
2 Market Street, 5th Floor
Portland, ME  04101
T:  207-874-0801  |  F:  207-874-0802
www.mereda.org  |  info@mereda.org 

Mike O’Reilly
President, MEREDA

Tim Soley
Owner, East Brown Cow
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THE MEREDA INDEX

The MEREDA Index is compiled quarterly beginning in the first quarter of 2006.  
This report covers the index through the first quarter of 2014. 
      
SUMMARY 

The Composite Index of all measures has risen by 6.6% over the past 
year (since the third quarter of 2013).   This is a significant acceleration 
in the index from the spring 2014 measure.   The growth has been 

led by the commercial real estate sector, whose index rose 10% compared 
with a year ago.   This is the first time the commercial sector has led the index.  
The residential sector index grew somewhat, but construction employment 
remained essentially flat.  

Overall, the MEREDA index has recovered 16% since its recession low in 2010Q3, 
but remains 20% below pre-recession levels in 2006Q1.

COMMERCIAL MARKET

All components of the commercial index grew, particularly the 
volume of commercial transactions (up 17% on a seasonally adjusted 
basis).   Commercial sales price per square foot has shown consistent 

growth, as have lease prices over the past year, though total square footage 
leased and sold declined somewhat over the year.

Most commercial property types continued to be in high demand statewide, especially 
investment grade properties.  Pricing has remained very strong, driven by high demand, 
lack of supply, low interest rates, and national interest in Maine.  Nationally, multi-
family and retail investment properties are trading at peak 2007 pricing.  Investors will 
look back on this period as “the best of times” in regard to interest rates.  With regard 
to leasing, the “flight to quality” trends continues.  As a result, we expect to see new 
buildings constructed and lower quality properties to experience demand and pricing 
shifts downwards.  We have also seen a shift in demand for leased space, with more 
users willing to consider purchasing.  Overall, the national forecasters are predicting 
we have another couple years of growth before the crystal ball gets hazy.  We expect 
(hope!) supply to grow as owners realize the relative strength of the market and the 
opportunities available to capitalize on.

TECHNICAL NOTES

All data is either quarterly or monthly, converted to quarterly and then either seasonally 
adjusted or trended using moving averages and then compared to the value of each 
variable in the first quarter of 2006 (2006Q1=100).

Data sources for the index include: the Maine Association of Realtors, the Boulos 
Company, Maine Department of Labor, Mortgage Bankers Association, U.S. Census, and 
Moody’s Analytics.

Charlie Colgan
Chair / Professor  
Community Planning & 
Development Program 
University of Southern 
Maine and Emeritus 
Professor of Public Policy 
& Planning at the Muskie 
School, USM
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CONSTRUCTION EMPLOYMENT 

Weighted at 10% of the overall MEREDA Index, construction 
employment Is continuing to stay relatively flat, as it has over the 
past seven quarters.  It is currently at approximately 18% off its peak 

in 2006.

The demand for in-town Portland housing continues to be strong.  Currently, Redfern 
Properties has both ‘for rent’ and ‘for sale’ projects under construction, with others in 
the pipeline.  The rental market appears most robust, with unprecedented demand for 
newer, high-quality apartments.  There remain development opportunities for rental 
housing, with larger projects having increased feasibility due to benefits of scale in 
construction costs.

These apartment projects are highly dependent on favorable interest rates, so the 
development window may begin to close as the expected rate increases take place, 
perhaps later in 2015. 

The market for new condominiums is more nuanced.  While 2013 sales seemed to have 
been driven by a pent up demand, this demand has been largely met by a number of 
new projects.  Activity in 2014 seems to reflect a ‘new normal’ – moderate but steady 
condominium sales, with an emphasis on value.  Good product at fair prices will 
continue to sell, but developers pushing the upper limits on price will be vulnerable.

As 2014 to comes to a close, at Patco Construction we are looking forward to 2015 with 
cautious optimism.  We are a residential and commercial construction firm building in 
southern Maine and New Hampshire.  On the residential side, the 2014 construction 
season started late, however we had one of the best spring selling seasons since 2005.  
Late this fall, we experienced unprecedented interest in customers wanting to discuss 
projects to begin in the spring.  

On the commercial side, our clients finally pulled the trigger on a number of projects 
we have been working on for quite a while.  Our backlog for commercial projects is 
the healthiest it has been in years.  This increase in commercial activity has exciting 
implications for the residential market.  It has been our experience in the last 29 
years, that a strong increase in commercial construction activity, precipitates a strong 
residential market by about 6-9 months.  

Concerns for future construction activity continue to be lack of skilled labor and the cost 
of construction.  The lack of skilled of labor has and will continue to delay construction 
projects and increase the cost of the labor to complete same.  Material prices have 
remained reasonable for the past few years however, the regulatory cost of building 
has dramatically increased.  Overall, the signs for 2015 look better than they have since 
the great recession. 

RESIDENTIAL MARKET

Residential real estate showed some strength, with permits for 
new residential construction up, along with existing home sales, 
compared with 2013Q3.  Existing home sales reached values of over 

100 for the second and third quarters of 2014, making it the first component 
of the MEREDA index to show two consecutive quarters (and three quarters 
overall including 2013Q3) of values higher than 2006Q1, the beginning period 
for the index.

New mortgage originations grew slightly over the year with a fairly strong 
growth in the third quarter of 2014. However, median price for residential sales 
has moved very little on a seasonally adjusted basis over the past year.

Jonathan Culley
Owner, Redfern  
Properties LLC

Mark Patterson
Co-owner, PATCO  
Construction
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THANKS
 TO OUR PARTNERS 

AT THE MUSKIE SCHOOL

THE Fall 2014 MEREDA INDEX  
SPONSORED BY

The Boulos Company

For more information about the MEREDA Index, 
check out our website at www.mereda.org.

Muskie School of Public Service


