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pA: The Value of
Downtowns Study



\NCLUSIOp

employment, tax diversity, education
revenue, assessed level, housing and
value rent prices

RESILIENCg

The Value of U.S. Downtowns
and Center Cities

T e Ra—— retail sales, demand, events, destinations, environmental, social
COMPENDIUM - SECOND EDITION A density, market visitors, downtown and economic

vitality, hashtags resilience,
Ap— population growth
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Great downtowns = regional
successéand co

faster regional growth for
higher wage jobs
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éand higher
concentrations of college

educate millennials (read
oOscarce tal ent
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MSP has landed on the

successful side of a growing
regional economic divide
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The NEW NOrm 101 .

demographics, knowledge
economy, disruptive
technologies



ONoOTr:t
merica Is a
suburban
continent

with an

urban
population 0 &

sallyedelsteincollage.com




1. An urban
opportunity:
shaped by two decades

of unparalleled
demographic change

LEASING

iy

Downtown Wichita

The US isgrowing rapidly older

1990-2010

35 to 65

B under 35

2010-2030

. over65




Families with kids
dominated US
growth

or decades




Over the next two
decades approx.
80% of net new
households will be
singles & couples




Over the next two
decades approx.
80% of net new
households will be
singles & couples

éf or Minneapg
St. Paul the figure is
roughly 70%




This demographic
shift is creating an
epic housing
mismaitch:

The traditional
market for single -
family detached

houses is households
with two adults and
kids

100%

80%

60%

40%

20%

Shifting US demographics

1970

2020

2040

Adult Singles &
Couples

Single Parents with
Children

Two Parents with
Children



Current US Current US
Housing Supply Housing Supply

The great housing
mismatch:

Today more than 80%
of the housing

market is seeking
housing that
represents less than
40% of supply

~60% single family
detached

~20% single family
detached




Higher -income households are moving
I nt o ci t i-ire@ane hooselwids
are moving out

1STDECILE
2ND
3RD
4TH

oTH

6TH
TTH
8TH

9TH
10TH

Moving
to cities

Leaving
cities

é.similarly 'col
millennialS are moving into

c I t iteose@vith less then four
years of higher-education‘are

-15%  -10%  -5% +9%  +10% +15% moving out




Downtown
populations 2010 -19:

City
Populations +~5%

Downtown
populations +~25%

Downtown
millennial
Populations +~50%




Downt own St .
population 2010 -19:

City
Population +~8%

Downtown
population +~100%

éreglonal popul
projections suggest it
could easily triple over
the next 2 decades




Urban housing values Median income change (Boston Metro)

al’e I’ISIng mUCh faSter 2005 tO 2014 ;tet:a:’g;rggston
INCLUDES CONDOS, CO-0PS AND SINGLE-FAMILY HOMES -9.0%
than suburban values 30%  -20% -10% 0%  +10% +20%
Price/SF _ _ _;za.\;;r’hlll
$400/SF Cities e oime T ot X! T

-26.7%

+~80%

$300/SF

Ashby
-21.4%

Lynn

Ayer -22.8
-22.3% e
Cambridge
$200/SF Hudson ' +23.6%
-18.5% Biggest increase
Brookline
Marlborough +20.8%
-18.5% Boston

$100/SF

+9.3%
Framingham

-15.1% Cohasset

+7.7%

Franklin
-8.9%

2003 Bellingham

-17.8%

Marcus and Millichap



Urban housing values
are rising much faster
than suburban values

Price/SF

$400/SF

$300/SF

$200/SF

$100/SF

Cities
+~80%

Suburbs
+~30%

2003

2019

Marcus and Millichap

Highest Appreciating St. Paul
Neighborhoods Since 2000

Highest Appreciating St. Paul Neighborhoods Since
2000

1.

Cityl€enter

.- /th St W /| Anhn St

. [th St W/ Saint Clair Ave

. /th St W/ Smith Ave N

. 1th,St E / Jackson St

/th St W/ Bay St

. University Ave W / Pelham Blvd

. Energy Park Dr/ Kasota Ave

Jefferson Ave / Brimhall St

2
3
4
5
6.
2
3
9.
1

Os Snelling Ave'S [/ Jefferson



https://www.neighborhoodscout.com/mn/st-paul/city-center#trends
https://www.neighborhoodscout.com/mn/st-paul/7th-ann#trends
https://www.neighborhoodscout.com/mn/st-paul/7th-saint#trends
https://www.neighborhoodscout.com/mn/st-paul/7th-smith#trends
https://www.neighborhoodscout.com/mn/st-paul/7th-st#trends
https://www.neighborhoodscout.com/mn/st-paul/7th-bay#trends
https://www.neighborhoodscout.com/mn/st-paul/university-ave#trends
https://www.neighborhoodscout.com/mn/st-paul/energy-park-dr#trends
https://www.neighborhoodscout.com/mn/st-paul/jefferson-ave#trends

2. Urban
imperatives:

| t 0s t he
economy
stupidéedri ven
surging knowledge
economyeuUsS
economic growth is
concentrating in regions
with lively urban cores
that attract




Growth in US Workforce

US workforce growth i
along with the rest of

the developed 2,500,000 - PROJECTIONS
world A has slowed
significantly since 2,000,000
2010 ---------------------------------------------------------------------------

1,500,000

58% drop
1,000,000 -
500,000 —
0 T

T T T T T T T
2000 2005 2010 2015 2020 2025 2030 2035 2040




Virtually all of the net
growth in jobs 2010 -2020
requires 4 or more years
of higher education

A % of total jobs requiring

some college .
A % of total jobs requiring

no college
100%

0%
1973 1992 2010 2020

Creating a significant knowledge
worker shortage across the

developed world 1 already reducing
US GDP by 2-3%

Shortage of

~17M High-skill workers
workers
Surplus ~35M
Medium-skill workers workers

Shortage of

Low-skill workers
~1M workers



College educated
24-34 year -olds are
more likely to live in
urban neighborhoods

College educated

25-34year-ol d s

A ~60% more likely to
live in urban
neighborhoods
than their peers
without college
degrees

A ~70% more likely
than all adults 18+
year -olds

ar




More
established
downtowns
capture a larger
share of their
city and
economies

r € (g

2019: Share of total
ALL CITYWIDHobs

Established
downtowns

Growing
downtowns

30%

Emerging
downtowns

17%




More
established
downtowns
capture a larger
share of their
city and
economies

r € (g

2019: Share of total
ALL CITYWIDE CREATIVjebs

Established
downtowns

Growing
downtowns

38%

Emerging
downtowns

23%




2019: Share of total
ALL CITYWIDE KNOWLEDGI6bs

More established

Established

downtowns downtowns
capture a larger

share of their city

and regionos

economies

Growing
downtowns

32%

Emerging
downtowns

15%




Urban office rents are
rising much faster than
suburban rents

Rent/SF
$40/SF Cities
+~60%
$30/SF
$20/SF /
Suburbs
$10/SF +~20%
2003 2019 | Storage operators tap into market of empty office space g
iF F PR o]
Marcus and Millichap by Jay Fitzgerald on January 15, 2016 | ':i::: ' ', .’ '~.:
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1 & 00% of the Minneapolis/St. Paul
regi onds griowilt h 2029

| consist of folks over 65
f —

AGING
COMMUNITIES

é oppose higher real
estate taxes
écities are i
dependent on growing
downtown values to
fund fiscal growth




3. Disruptive
technologies:

CYBER
MONDAYEé
ALL YEARLONG







Dramatic Changes to
Retall Markets:

A Retail anchors are

losing sales
A Food and experiential
retail will animate

streets

amazon s
~——Primelir ~*
- .-

Retail anchors hit are

shrinking

10

Retail floor space B

0
10

Sales
20
1 1 1 1 1 1 1 1 1 1 1 30
2006 08 10 12 14 16

Source: Green Street Advisors

Economist.com

Online share of retail sales (%)
60%

Bl INTELLIGENCE

40%

—

THE WALL STREET JOURNAL

Retail Rents Decline in Big U.S, Cities as
Landlords Succumb to the Retail Storm
Landlords...once considered immune
from downturns are having to adjust their
lease pricing

Media, hobby,
3 sporting goods

_ Electronics,
= appliances

Home furnishings

- — Clothing

...................

________ --— Health, personal

Food, beverages

2020



Late 2020s: Connected cars will be

DRAMATIC mai n trea i n <1 0-payking r s
CHANGES TO P

MOBILITY

TECHNOLOGIES

Late 2030s: Shared autonomous mobility will
be the urban nor meand w




