
 
 

Registered office: BNY Mellon Centre, 160 Queen Victoria Street, London, EC4V 4LA, United Kingdom. 

Registered in England No. 1118580. Authorised and regulated by the Financial Conduct Authority.  

Millennials with Amherst Capital Management’s Chris Kelly  
Interviewer: 

The largest generation today is millennials. That means they are some of the world’s most powerful consumers. As 
such, their lifestyle desires are altering investment opportunities. From the rise of population in urban areas to more 
efficient technology, millennials are a demanding generation that businesses must learn how to keep up with in order 
to retain strong profits. In BNY Mellon Investment Management’s “Agents of Change” podcast, Amherst Capital 
Management’s Chris Kelly discusses the influence this generation has on commercial real estate and more.  

Chris Kelly: 
Who are the Millennials and why do we care? Well let's start by defining this cohort. Millennials are any individuals that 
were born between 1982 and 2000. They're important, numbers matter and Millennials are now the largest generation 
that exist today. Millennials are starting to have an impact in many different ways; one is just how and where we live. 
Millennials have a desire for living in urban areas. There's been a significant growth over the last 15 years household 
growth in urban areas and that growth has largely been fuelled by Millennials so between 2000s and 2010 to 2015 the 
household population in urban areas has more than doubled to 21% in the United States.   
 
So perhaps surprisingly the city with the greatest population of Millennials is Austin, Texas.  The second greatest 
population concentration of Millennials in the US is Salt Lake City.  After that it starts to fall in a more of a pattern 
along the coasts - San Diego and Seattle are the next couple of cities where Millennials have a very significant 
presence.   
 
So Millennials are facing up a pretty difficult situation from a financial standpoint.  I'm from, I guess I was on the cusp 
of a baby boomer and a generation Xer but I grew up with the guidance that I should spend no more than a third of my 
income on rent or housing costs to be more specific.  Millennials today are looking at 45% of their income allocated to 
housing, that's a significant increase over what many of our have experienced in our life time.  The second punch to 
the gut to the Millennials is they're saddled with student debt.  Right now there's 1.5 trillion in student debt currently 
outstanding and the average student loan per capital for a Millennial is just over $37,000 dollars.  The third punch to 
the gut if you will is well home prices have increased 29% since 2000. The Millennials real median income has only 
gone up by 1%. So housing costs have gone up significantly, their financial burdens have grown to a large extent as a 
result of student debt and they're not seeing real wage growth.  So this is having a pretty big impact on how Millennials 
go about living their life. 

It's a little bit different approach than many of us may be more familiar with but Millennials are into experiences.  
Material possessions, eh, not as important.  When I was growing up I might've bought an album, I might have watched 
a football game on television and if I was feeling very indulgent I might order out for pizza.  Millennials today are going 
to concerts, they're attending sporting events and they're spending a lot of their income on experiences including 
dining out.  It's a pretty upward trajectory in terms of the amount of money that's being spent on experiences versus 
earlier generations, baby boom and gen X. So it's a demanding generation.  They want speed, they want ease and 
technology is what they think about every day.  It's the latest technology and they use that in part to seek comfort and 
convenience and that's having a very significant impact on many, many different industries.  But specific to where 
people work day to day Millennials place a big... Millennials are very focused on having an amenity package that 
provides them among other things a coffee bar, a wellness centre, a rest area, a game room.  All of this has an impact 
and specifically on how real estate is being developed and redeveloped and office buildings in particular. 

So how are these industries evolving?  In many dynamic ways. There's a little bit of navel gazing going on with 
Millennials, no disrespect.  So they among other terms they've been labelled the generation 'avocado toast'.  They like 
what they like and they want it now.  And many different segments of the economy have started to react in response 
to those Millennial demands and interests. Retail - Amazon, the amount of money that is being spent shopping online 
has grown exponentially and Amazon has been leading that charge.  You can buy your groceries online through an 
app called Instacart.  Warby Parker is now everywhere from a bricks and mortar retail stand point but they do the 
majority of their sales online.  If you want to buy a mattress online you look up Casper.  Communication, social media 
everyone knows what's happening with Instagram, Facebook, Snapchat. I think you can look across many different 
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industries and that's how a lot of these businesses whether they be in retail, communications, travel it's through this 
idea of fragmentation and tribalisation.  So renting a home as opposed to renting a hotel Airbnb and major markets is 
a very significant player and having a pretty significant impact on hospitality owners. 

So what does this all mean for real estate?  Certain real estate assets are being developed or redeveloped in a 
manner that lends them self well to this generation, this Millennial generation that accounts for 83 million persons in 
the United States how is that effecting various markets?  We're gonna talk a little bit about real estate and we're gonna 
go through some case studies just to try and give you some examples of what we're seeing in the market place today. 

So what does this all mean for real estate?  Certain real estate assets are being developed or redeveloped in a 
manner that lends them self well to this generation, this Millennial generation that accounts for 83 million persons in 
the United States how is that effecting various markets?  We're gonna talk a little bit about real estate and we're gonna 
go through some case studies just to try and give you some examples of what we're seeing in the market place today.  
 
So let's start with office. The physical space is being reimagined so what used to be a traditional office space layout 
where you had many enclosed offices, some work stations in the middle, if you needed to get a cup of coffee you 
might be lucky to have a pantry where you could go make your own and if you needed something to eat you'd get in 
your car or you drive, you'd have to walk somewhere, if you want to do exercise at the middle of the day you would 
have to go seek that out. Things are changing now. In terms of the basic office layout the modern office today is open 
plan so think very little in the way of built out offices, high ceilings, exposed duct work, maybe even concrete floors. An 
example of how certain industries have evolved to take advantage of this need to have more modern, more flexible 
work spaces, there's a group called We Work, they've developed a business where they provide temporary office 
space in a more modern environment and they're building a very big business around that brand. 

So the investment strategy in the office space is to refit or repurpose existing office buildings to make the building 
more, lend itself better to the demand being in the market place primarily by younger businesses and tenants.  
Preferred location where there's a little bit of a theme that's recurring Millennials want to be in urban areas or very 
infilled suburban locations, having flexibility, working from a virtual office the sharing of office space all of those things 
are important and may have some impact on the success of your office investments.   

The next segment of the commercial real estate market that we like to highlight is residential.  Millennials have 
significant financial burdens.  Excess student debt, very low wage growth, a significant allocation of their income to 
residential.  What does is that leading to? Millennials are trading for the size of the space of their apartment. They're 
more interested or more willing to consider co-habitation and instead of owning a single family home they might rent it.  
So investment strategies around this segment of the commercial real estate market - micro size apartments, single 
family rental homes, co-habitation so roommates. 

Preferred location again.  There's a theme emerging urban locations or infilled suburban. The goal is to build a 
building with smaller average unit sizes and more amenities.  A typical studio apartment today is, in the United States, 
is about 500 square feet, that rents for about $2,000 dollars a month. And while most tenants don't look at the rent per 
square foot an investment professional would say at $48 dollars a square foot that looks like a market rate. So how do 
you appeal to a Millennial who may have greater financial restraints you offer them an apartment at a lower rate.  And 
what goes along with that trade is less square footage so an average studio is 500 square feet for a micro size 
apartment it's 300 so about 40% less.  The good news is the average rent instead of 2,000 is 1,500. What that results 
in though is about a 30% increase in the actual rent per square foot so if you're the owner of the property while your 
rent per month per unit is less your rent per square foot is higher.  So there's an economic advantage to building this 
kind of apartment project that's specific to micro size space users.  The next industry that's changing in the 
commercial real estate space in response to changing demographic trends is industrial.  This is pretty interesting and 
this is a hot area right now in commercial real estate.  

Why? One man's pleasure is another man's pain.  So the pain right now being felt by retailers the pleasure is being 
derived by industrial users and it should be obvious but retailers need a place to store their goods and deliver their 
goods for this just in time delivery, the last mile.  So a lot of these online retailers need to find places to store their 
merchandise and deliver it quickly, again Amazon's a great example.  So, online retailers are really driving demand for 
industrial distribution facilities.  So what's the investment strategy or trend industrial distribution, well located properties 
it's the last mile.  How close can you get to a consumer but have a concentrated area where you can store your goods 
and quickly get access to transportation linkages to deliver that good or that product.  Preferred location proximity to 
urban centres where ever there is a lot of bodies you're gonna want to have distribution centres to get those goods to 
those bodies.  Technology driver is, again it seems pretty obvious but online retail is a major disruptor. 
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the retail market is changing in a very significant way, online retail is largely a result of that. We also have this trend of 
Millennials they're less into material goods they like experiential.  So apparel retailers, commodities retailers you're 
gonna buy that online you're not going to the store. You're going to be able to go to a retail centre and you're gonna 
want to have an experience.  So you want to go see a movie and you want to have dinner that's requiring an 
investment strategy that suggests a lot of retail is gonna have to repositioned or repurposed and some retail is just 
gonna go away.  In the United States a lot of secondary and tertiary regional moulds are ultimately gonna have to be 
redeveloped.  So again preferred location, the theme remains the same high density access to rooftops. 

Interviewer:  

As they enter into adulthood the work place features quite heavily so I'm wondering in terms of Millennials and 
commercial real estate are we seeing clusters of likeminded migrating to a myriad of mini Silicon Valleys or self-
contained bedroom entrepreneurs? 

Chris Kelly: 
Well I think there's definitely some clear trends that are being established by Millennials in terms of what they want, 
how they want to live their life, what they expect from their employers and that's all having an impact on the economy 
and certainly commercial real estate.  Office buildings are now being redeveloped to cater to the Millennials who want 
to have their cup of coffee outside their office, they want to have a wellness centre, they want to have outdoor 
amenities space, they want to be able to enjoy themselves even through they're working so that's requiring that, in this 
particular case, office owners provide those kind of services and amenities and that kind of environment to Millennials 
to make it most appealing to them.   And they're a very important part of the economy so what they want and desire is 
important to many different groups including owners of commercial property. 

Interviewer:  

So are they shaping the future look and architecture of real estate in terms of sustainability and wellness, wellbeing, 
smart office space? 

Chris Kelly: 
They are, they are and they're having I think and in many respects a positive influence on how owners of property are 
developing and redeveloping their assets to make them more appealing to that cohort but also just to take into 
account the way people conduct business whether you're a baby boomer or a gen X or a Millennial you have a 
different approach on how you want to live your life and many people spend the majority of their life at their place of 
business so that has a real impact on how owners of property are now re-envisioning their assets. 

So let's go away from office to home and the bank of mum and dad.  Do you think there's going to be even higher 
demand on the bank of mum and dad, will there be further growth in the tiny house micro housing trend? 

So Millennials are, have facing up significant financial burdens almost half of their income is allocated to rent that's a 
lot by almost any standard so there are concessions being made and Millennials will consider things that perhaps 
other generations wouldn't consider - cohabitation, smaller size apartments or micro apartments or living in homes that 
they don't own but they rent those homes, all of those are options that they're considering in light of their financial 
constraints and also what's now being made available to them by the property markets. 

Interviewer:  
That was Chris Kelly of Amherst Capital Management on millennials. Thank you for listening. 

 

-END- 
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