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INTRODUCTION

This study analyzes the supply and demand for new market rate housing in or near
downtown Minneapolis. The study is being conducted to determine the likely demand for
new residential units in the Milwaukee Depot/Riverfront study area. The goal of the study
is to provide information and analysis which will assist the study team and the community
in planning the future of this important part of the downtown area.

The objectives of this work program is to (1) assess the future potential for housing in or
near downtown Minneapolis: (2) assess the market demand for various types of housing
including rental apartments, condominiums, and townhouses in various rental or price
ranges; and (3) analyze the share of the market which could be attracted to various sites
within the study area which might be available for housing.

This study is an update of two prior downtown Minneapolis housing reports which were
conducted by Economic Research Corporation. The first was conducted in 1990 when
there were high vacancies and slow absorption of condominium units as a result of over-
building in the mid 1980°s. The over supply of downtown housing at that time depressed
lease rates of rental housing and sales prices of “for sale” units. However, it was
projected that demand for downtown housing would catch up with supply by the mid
1990’s.

The update of the housing market analysis conducted in 1994 reflected a strong
improvement in occupancy rates and absorption of all “for sale” units. This nearly full
occupancy, however, had just recently occurred and rental rates and sales prices were
similar to a decade\ earlier.

This study will look at current housing market conditions and the downtown economy and -
project future market support for housing at various sites within the study area.



L MINNEAPOLIS/ST. PAUL METROPOLITAN AREA OVERVIEW

The Minneapolis/St. Paul Metropolitan Area has a strong and diverse economy and the
area has been experiencing strong growth rates in population, employment, and income.
It is this strength of the metro area economy which provides the support for the economic
growth of downtown Minneapolis and the resulting demand for downtown housing,

The Minneapolis/St. Paul Metropolitan Area (13 County) is the fifteenth largest in the
United States. Its population increased 8.5% from 2,539,000 in 1990 to over 2,755,000
in 1996. The amount and rate of growth exceeds most of the northern metro areas and is
similar to some of the fast growing sun belt metro areas.

Employment growth has also been very strong. Total employment, by place of work,
increased over 9% from 1,628,000 employees in 1988 to over 1,776,000 in 1993, Itis
estimated that employment has continued to grow since 1993. The unemployment rate for
the Metro Area has consistently been lower than the United States and most other
metropolitan areas. The Twin Cities normally ranks very high nationally in terms of new
job creation.

The personal income of the residents of the Minneapolis/St. Paul Metropolitan Area has
also shown strong increases. Total personal income has increased 42% from $54.5 billion
in 1990 to $76.7 billion in 1996. Per capita income increased from $21,418 in 1990 to
$27,854 in 1996. The 1996 per capita income for the Metro Area is 14.4% higher than
the $24,347 for the United States.

Other strengths of the Minneapolis/St. Paul MSA include:

1. High retail sales per capita reflecting strong import of retail dollars from
beyond the 13 county area. This includes high per capita shoppers goods sales
which was high even before the opening of the Mall of America.

2. Tourism which includes over 9 million visitor annually. The Mall of America
claims that it attracts 40 million visitors per year with 30% of them coming
from beyond the metro area.

3. The home to 17 Fortune 500 industrial companies and 14 Fortune 500 service
companies. Major companies include 3M, General Mills, Honeywell, Cargill,
Dayton Hudson (Target), and Super Valu.

4. A strong financial center with Norwest and First Bank systems, two of the
nation’s largest commercial banking concerns, headquartered in Minneapolis.

In summary, the Minneapolis/St. Paul MSA has a strong growing economy. Downtown
Minneapolis is an important part of the economic strength of the metro area and it has and
will continue to benefit from the growth of the area economy.



I. DOWNTOWN MINNEAPOLIS ECONOMY

The demand for housing in or near downtown Minneapolis is driven by the economic and
employment opportunities in the central business district (CBD). This section will look at
some of the highlights of the downtown economy and then focus on employment and
office space occupancy which are the two factors most important to the demand for
market rate housing in the downtown area.

A. Downtown Economy Highlights

Minneapolis has a very strong downtown economy. It has retained retail, entertainment,
convention, office, governmental and medicai segments of its economy. This has occurred
during a period when most similar sized major U. S. cities have lost many of these
elements from their downtown areas. Some of the highlights of the economy include:

1.

Occupied muiti-tenant office space in the CBD has increased from seven
million to nearly twenty millton square feet since 1980. There is presently a
low vacancy rate and two new office buildings are beginning construction and
several more major projects are being planned.

A substantial amount of medical, governmental, and single tenant office space
is located in the downtown area. The new Federal Reserve Bank Building and
the new Federal Building will strengthen this element of the downtown
economy.

. The Convention Center and the nearly 4,500 supporting hotel rooms underpins

a strong convention and tourism business. The proposed expansion of the
Convention Center would strengthen this element.

The Minnesota Twins, Vikings, and Timberwolves all play in downtown
Minneapolis.

Significant other entertainment and cultural facilities that add to the downtown
draw and vitality. These include theaters, art centers, clubs, and restaurants.
The proposed entertainment complex on Hennepin Avenue would strengthen
this element.

Strong downtown employment which is estimated at 158,600 including
118,100 employed in “office” occupations. This represents an increase of 59%
in total employment from 100,000 in 1980 and an increase of 74% in office
employment from 68,000 in 1980.



7. A strong retail component which includes Dayton’s Saks, Neiman Marcus and
Wards. The proposed Target store will strengthen downtown retail.
Minneapolis is about the only city of its size to retain a strong downtown retail
base and downtown retail sales have been far greater than similar sized cities
such a Cincinnati, Dallas, Denver, Portland, and St. Louis.

8. A good base of downtown housing options. Since 1976 , nearly 5,000 new
market rate housing units, including apartments, condominiums, and
townhouses, have been built in or near the downtown area. Minneapolis has a
much stronger downtown housing market than any other similar sized city in
the country, many of which have been struggling to attract even one or two
major market rate developments to their CBD.

In summary, Minneapolis has an extremely strong downtown economy. The continued
strength of the economy is very important to the future market demand for market rate
downtown housing.

B. Downtown Minneapolis Office Space Absorption

Important to the strength of the downtown economy is the large amount of employment in
downtown office buildings. Office space users are the largest source of employment and
also provide strong market support for other segments of the downtown economy. They
shop in retail stores, patronize downtown restaurants and entertainment facilities, attract
business travelers to downtown hotels, and are a source of residents for downtown
housing.

The absorption of multi-tenant office space in downtown Minneapolis since 1980 is shown
on Table 1. The total amount of GLA (Gross Leasable Area) in the downtown area
increased from 7.7 million square feet in 1980 to the current 21.7 million square feet. This
represents an average of 825,000 square feet of new space annually. With the completion
of the new Federal Reserve Building (615,000 sq. ft.) and the new Federal Building ’
(525,000) there is a total of seven million square feet in government offices such as
Hennepin County Government Center, City Hall, Federal Reserve Bank, and Federal
Building; medical office buildings such as the Medical Arts Building; and in single tenant
buildings such as Northwestern National Life Insurance.

Presently there is nearly 20 million square feet of occupied office space in the multi-tenant
buildings in the CBD. The vacancy rate of 8.3 % during the second quarter of 1997 is the
lowest since 1981 when the rate of office development greatly increased. The strong
growth in occupied office space even during recessions is an indication of the strength of
the downtown economy.



Future growth also looks good. Construction has begun on two new major office
developments.

1. Opus Corporation has begun construction on the American Express building

at South 7" Street and 2™ Avenue South. Completion of this 825,000 GLA
(gross leasable area) building is projected for January, 2000.

Ryan Companies have begun on the new Target Headquarters building
located at South 10" Street and the Nicollet Mall This single tenant building
with 600,000 square feet GLA is scheduled for completion in November,
1998. Although a single tenant building, the development will increase
housing market demand from Target office workers and from new tenants in
space Target will vacate in other downtown multi-tenant buildings.

There are also a number of proposed office developments which are likely to occur as
lead tenants are found. These include:

1.

250 Marquette Avenue - The redevelopment of the old Federal Reserve
Building.

Metropolitan Centre Phase II - A 21 story, 640,000 square foot multi-tenant
office building by Metropolitan Life located at 7" Street & 3™ Avenue S.

444 Marquette - A 15 story, 600,000 square foot multi-tenant office building
by Opus Corporation.

Conservatory Site - Ryan Companies has proposed a 750,000 square foot
building for the Conservatory site at 8" and Nicollet Mall.

900 Nicollet Mall - Ryan Companies flas proposed a 14 story, 550,000 square
foot office tower to be constructed over the proposed Target store at 9* &
Nicollet Mall.

It is likely that at least some of these proposed projects will be developed as the market
demand for additional Class A office space in downtown Minneapolis continues to
increase. The completion of the two buildings under construction and the development of
the proposed office buildings will provide market support for additional downtown
housing units.



Table 1

DOWNTOWN MINNEAPOLIS OFFICE SPACE ABSORPTION

Estimated Estimated Estimated

Total Sq. Ft. Total Occupied Office Space

Multi-Tenant OfficeSpace Absorption

Office Space Vacancy Square Feet Square Feet

Year (000’s) Rate {000's) {000's)

1980 7,748 5.8% 7,300
1981 8,248 6.6% 7,700 400
1982 9,477 11.2% 8,418 718
1983 10,226 10.7% 9,136 718
1984 11,524 12.8% 10,054 918
1985 13,479 16.7% 11,229 1,175
1986 13,408 12.9% 11,682 453
1987 14,779 12.8% 12,891 1,209
1988 16,157 15.9% 13,581 690
1989 17,881 17.8% 14,705 1,124
1990 17,890 16.8% 14,877 172
1991 19,160 17.2% 15,857 980
1992 21,020 22 4% 16,312 455
1993 20,932 17.3% 17,308 996
1994 21,338 12.2% 18,730 1,422
1995 21,182 9.7% 19,129 399
1996 21,190 9.4% 19,188 59
1997 21,745 8.3% 19,930 742

Average Annual Increase

1980-1985 1,146 786 786

1985-1990 1,273 965 965
1980-1995 660 885 885
1995-1997 282 401 401

Sources: Annual Towle Reports, 1984-1997; Economic Research Corportation.



The availability of a wide variety of market rate housing in or near the downtown area
contributes to the strength of the downtown office market. The availability of suitable
convenient housing for executives, partners, and employees contribute to decisions by
office space users to locate or remain in the downtown area. Since, from a market
viewpoint, there is limited housing availability in the downtown area, additional new or
renovated units will be necessary to provide downtown employees with the desired range
of housing options.

C. Downtown Minneapolis Employment Trends

Downtown Minneapolis employment trends and projections are shown on Table 2.
Current employment is estimated at 158,600 which includes 118,100 office employees.
This represents an increase of over 59% in total employment and a 74% increase in office
employment since 1980. This is an addition of over 3,500 employees annually since 1980.
An important component of these employment estimates is the amount of occupied office
space. These estimates are about 5% higher than the Minnesota Department of
Transportation employment estimates for the downtown traffic analysis zones.

The estimate does reflect a increasing number of square feet of space per employee
increasing from about 200 square feet per person in the 1980°s to 230 in 1997. The
number of square feet per employee is projected to increase to 240 in 2000 and to 250
square feet per person in 2005,

Total downtown employment is projected to increase to 161,400 by 2000 and to 173,000
in 2005, Office employment is projected to increase to nearly 120,000 in 2000 and to
128,500 in 2005. These employment increases will strengthen the market demand for new
housing units in the downtown area.

- Since 1980, office employment in downtown Minneapolis has increased an average of
nearly 3,000 jobs annually. Most of these office jobs pay well above the “livable wage”
minimum and include many high income positions. The downtown is the largest generator .
of new “livable wage” jobs within the City of Minneapolis. These jobs, moreover, are
convenient for most residents of the City via public transportation, bicycles, or
automobiles. The continued growth of the downtown economy is important to the
economic strength of the entire City.



Tabie 2

DOWNTOWN MINNEAPOLIS EMPLOYMENT

TRENDS AND PROJECTIONS
Total Emplo nt Office Employment
Estimated Annual Estimated Annual
Employment Increase Employment  Increase
Year
1980 100,000 68,000

1981 102,200 2,200 70,000 2,000
1982 106,200 4,000 73,600 3,600
1083 110,200 4,000 77,200 3,600
1984 115,300 5,100 81,800 4,600
1985 122,500 7,200 88,300 6,500
1986 124,000 1,500 89,700 1,400
1987 131,000 7,000 96,100 6,400
1988 134,900 3,900 99,600 3,500
1989 137,500 2,600 101,200 1,600
1990 139,200 1,700 102,200 1,000
1991 143,200 4.000 105,700 3.500
1992 144,600 1,400 106,600 900
1993 148,500 3,900 110,000 3,400
1994 154,400 5,900 115,400 5,400
1995 156,600 2,200 117,100 1,700
1996 157,000 400 117,000 -100
1997 158,600 1,600 118,100 1,100

Average Average

Annual Annual

Projections Total increase Total increase
2000 161,400 933 119,900 600
2005 173,000 2,320 128,500 1,720

NOTE: The office employment estimales include employment in govemment offices,
medical offices, and single tenant buildings.

Sources: Economic Research Corporation



HI. DOWNTOWN HOUSING MARKET

There are over 5,500 housing units in newer market rate apartment, condominium, and
townhouse projects in or near downtown Minneapolis. The location of the primary
market rate housing complexes in or near downtown Minneapolis are shown on Map 1.
There are also a large variety of older units south of the CBD and a number of subsidized
and public housing projects in the general downtown area. This analysis concentrates on
those types of units that would be competitive with new or rehabilitated market rate rental
or “for sale” units in or near downtown.

The absorption of new units in downtown market rate developments during the 1980°s
averaged 315 units annually. The rate of absorption has decreased in the 1990’s due
primarily to the lack of supply of new units at a vanety of rental rates or sale prices.
Absorption since 1990 has totaled 1,400 units or an average of 200 units annually. The
average absorption since 1994 has been even lower, primarily as a result of the liruted
number (110) of new units and the high occupancy rates of existing buildings.

The only new units coming on the market since 1994 are the Lourdes Square and
Marquette townhouse developments on the east bank of the Mississippi and The Landings
townhouse development and the Tension Envelope rehabilitation rental project in the
north river area. Developments currently under construction include the 2™ phase of The
Landings townhouses and the 1* phase of RiverStation condominiums in the north river
area. Proposed projects include the rehabilitation of the Creamette Building (rental); Mill
District rehabilitation (condo’s);, The Rottlund Homes townhouse proposal adjacent to
The Landings, and a possible townhouse development adjacent to The Falls on the east
bank.

The following sections will analyze in more detail downtown Minneapolis market trends as
‘they relate to rental housing, cond(_)miniums, and townhouses.
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CURRENT DOWNTOWN HOUSING
Rental Complexes Ownership Complexes
1 Churchiil 5 Pinnacle 13 1225 LaSalle 23 Lourdes Square
2 Laurel Village 6 River West 14 500-500 North Third 24 Riverpark Town Homes
Hennepin Cressing 7 Riverwalk 15 Centre Village 25 St. Anthony In-Towne
DeForest 8 Summit House 16 Greenway Gables 26 The Crossings
Wilson Park 9 Symphony Place 17 Grove Street Flats 27 The Towers
McNair 10 The Falls 18 Hasca 28 Townhomes of Cityscape
Laure! Curve 11 110 Grant 19 La Rive 29 Winslow House

3 Kenwood Gambles
4 Marquette Place

12 Tension Envelope

20 Loring Green East
21 Loring Green West
22 Loring Way

30 Marquette

31 The Landings

32 Riverstation (U.C)
33 1200 on the Mall



A. Rental Housing Market Trends

The absorption of new market rate rental units in or near the downtown area is shown on
Table 3. There was a large increase in the number of available units from 1984 to 1987
which resulted in high vacancy rates in the late 1980°s. The limited number of new units
added to the inventory since 1989 has resulted in significant decreases in the vacancy
rates.

Currently, there are virtually no vacancies in the downtown market rate rental complexes.
There is reportedly, however, continued turnover in the rental units indicating that the low
vacancy rate is fueled, in part, by new residents seeking downtown housing.

The sizes and rental rates (excluding parking) for the major downtown apartment projects
are shown on Tables 4 and 5. Rental rates for one bedroom units ranged from a low of
$675 monthly in River Walk to a high of $1,550 in The Falls. A large majority of the units
are presently in the $800 to $1,000 monthly rental range. The sizes of the units ranged
from 600 square feet to over 1,400 with the majority of the units in the in the 700-900
square feet range. The median rent per square foot in most of the complexes have shown
significant increases since 1994. The median rental rate per square foot increased from
$0.99 per square foot in 1994 to the current average of $1.12, an increase of 13%.
Managers of a number of the complexes are reporting 5% annual rent increases.

The rental rates for two bedroom units ranged from a low of $736 to a high of over
$2,000. The majority of the units are in the $1,100 to $1,500 rental range. The sizes of
the units ranged from 800 to over 1,700 square feet with a majority of the units in the
1,100-1,200 square foot range. There have been significant rent increases since 1994 with
the average rent per square foot increasing 19% from $0.95 in 1994 to $1.13 in 1997.

The higher occupancy rates have permitted building owners to raise rents to cover
increased costs of operation. The increasing rental levels have and will generate more
interest in new or rehabilitated rental projects in the downtown area. Rental rates,
however, will need to increase further before they will support new high-rise construction.

The only announced rental project presently being planned in the downtown area is the
renovation of the historic Creamette Building on North 1 Street being planned by
Brighton Development. This development is planned for 92 units including 52 market rate
umits and 40 restricted income units. It will involve the renovation of the historic building
to create 26 units and new construction {warehouse look) for the remainder. Rental rates
for the market rate units are initially projected at $700 for one bedroom units and $900 to
$£1,200 for two bedroom units

The market demand for new units will continue 1o grow with the increased employment

and economic vitality in the downtown area. This demand can be met, however, only if
units are available at a range of rental rates at vanous location with the downtown area.
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B. Condominium Market Trends

The downtown Minneapolis condominium market, like the rental market, was strongly
influenced by the over building of units in the 1980°s. Over 1,500 units were put on the
market 1980-1985 and the over supply of units forced the Marquette Place and The Falls
to abandon selling their units as condominiums and to rent them as apartment.

The absorption of some of the developments was very slow. A number of them took five
to seven years to sell out and the conversion of the Summit House took about ten years.
The absorption of units was relatively constant during the 1980°s with between 100 and
200 units annually. The initial sale of all the units was completed by 1994, and the only
condominiums available since then in downtown Minneapolis have been re-sale units.

The sale of condominium units in the downtown area since 1994 are shown on Table 6.
The sales prices ranged from a low of $21,577 for an efficiency in The Towers to a high of
$695,000 for a unit in La Rive. The average sales price varied from $55,000 in The
Towers and Centre Village to over $190,000 for Loring Green East, Loring Green West,
La Rive, and Winslow House. The average sales price per square foot during the three
years was $70 per square foot in The Towers, Centre Village, The Crossings, and 1200
Nicollet Mall and over $150 per square foot in the La Rive and Loring Green East
buildings. This sales data indicates the wide variety of condominium units located in the
downtown Minneapolis in terms of price, size, and location.

The number of sales in the downtown Minneapolis condominiums since 1992, by year, are
shown on Table7. With exception of some Summit House units sold in 1992, most of
these sales were re-sales. The average of 195 sales annually 1993-1996 represent a
turnover rate of 8 percent of the 2,420 units in the listed projects. During the four years,
only the Itasca had an average annual turnover rate of over 10 percent.

The average sale price per square foot of the condominiums sold since 1992 are shown on
~ Table 8. As indicated, the square foot prices of the units has been increasing since 1992 in -
all the complexes. The average increase during the five years was 19.5% with increases of
over 12% 1n all the complexes. The average price per square foot of units with two or
more bedrooms was significantly higher than for studio or one bedroom units. The
percentage increase in the price per square foot of two bedroom units (23.8%) was also
higher than for the studio and one bedroom units (12.8%).

Construction has started on the planned RiverStation condominium project located in the
north river area. The first phase of this 360 unit development will include 90 units in three
buildings. The complex will have underground parking and will have four floors of frame
construction. The units on the lower two floors will be two story units with entrances
both from an interior hall and from the outside. The third and fourth floors will contain
both flats and some two story units. Prices for these units will range from $95,000 to
$165,000 and average about $115 per square foot.
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Another planned condominium project involves the rehabilitation of the North Star and
Washburn Crosby Mill property in the Mill District. About 85 units are planned in a
combination of rehabilitation of the existing buildings and some new construction. The
development will include a wide variety of floor plans and view. Prices are projected to
range from $130,000 to $600,000 although most of the units are likely to be in the
$250,000-350,000 price range.

In summary, the downtown Minneapolis condominium market has recovered from the
over building during the 1980°s. There are few units on the market; there is low turnover,
and sales prices are growing higher. The developers of RiverStation and the Mill District
project indicate that considerable buyer interest has been generated in their projects.

- C. Townhouse Market Trends

The townhouse portion of the downtown housing market has been a small segment of the
total market but is currently the most active. There are presently about 285 market rate
townhouse units located in or near the downtown area. These include 163 units in the 3™
Avenue corridor in northeast Minneapolis; 60 units in the Lourdes Square and Marquette
developments near River Place; and 37 units in the Greenway Gables development in
Loring Park.

The sales prices of townhouses sold 1994-1996 in the downtown area complexes are
shown on Table 9. The sales prices ranged from a low of $73,200 to a high of $576,840
indicating the wide range of market prices. The average of the 102 units sold 1994-1996
was $248,639 with an average price per square foot of $126. The four complexes located
in the 3 Avenue corridor in northeast Minneapolis are moderately priced. Most of the
units in the other developments were priced over $200,000 with several units over
$500,000.

The number of townhouse sales since 1992 are shown on Table 10. As indicated, there
were 169 units sold during the five year period. The sales for Lourdes Square, Marquette, -
The Landings, and the 500 & 600 block of NE. 3™ Avenue represent primarily initial sales
with the sales in the other complexes being re-sales. ,

The trends in the sales prices of downtown Minneapolis townhouses per square foot are
shown on Table 11. As indicated, there were substantial increases in the price per square
foot in the re-sale of units in the older developments indicating an increasing market
demand for townhouse units in or near the downtown area.

Future townhouse development includes the 12 units presently under construction in the

2™ phase of The Landings development and the 39 additional units planned for that
development. Rottiund Homes has announced plans to build 96 units on a 5.5 acre site
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located between The Landings and the new Federal Reserve building in the north river
area. These homes are projected to be in the $130,000 to $185,000 price range.
Additional townhouse development may aiso occur on the site located between The
Falls/Pinnacle and the 3™ Avenue corridor along the river in northeast Minneapolis.

In summary, the townhouse portion of the market has provided the most recent activity
including the new higher price units and the increasing prices for re-sale properties
including luxury units and the more moderately price units in the 3™ Avenue corridor in
northeast Minneapolis. Assuming good market support for later phases of The Landings
and for the Rottlund Homes proposed development, it is likely that developers will be
looking for good sites for future townhouse developments in or near downtown
Minneapolis.

D. Summary of Downtown Housing Market Characteristics

The analysis of the absorption and vacancy rates for the individual projects with the
downtown area indicates a number of characteristics of the market for rental and “for
sale” residential units in the downtown area. Some of the factors affect the share of the
overall market which can be attracted to the downtown area and others the share of the
market likely to be attracted to individual developments. These are general characteristics
and there are likely to be exceptions to each of the characteristics. These characteristics
include:;

1. Downtown condomintums and rental units cost more than similar units at many
other locations.

2. Downtown units are attractive primarily to households with at least one
member of the household working in the downtown area. Few person working
at other locations, or retired persons, appear willing to pay the ‘downtown
premium” except for some young or “young at heart” persons attracted to
downtown as an activity center.

3. Downtown units are not generally attractive to families with minor children at
home.

4. A location on the skyway system does not appear to provide a significant
market advantage either for condominium or rental units. Absorption of The
Crossings and Centre Village units, which are on the skyway, was slow. The
Churchill, which had strong initial fill-up when it had little competition has not
been able to charge a premium for its skyway location.



5. Condominium and townhouse units are attractive primarily to “empty nester:
and single persons who do not foresee significant upcoming changes in their
careers or marital status. The rental units are attractive primarily to younger
persons and reflect the mobility of younger adults in terms of employment,
marital status, and interests. Rental units are also attractive to persons
transferred into the Twin Cities who use downtown apartments as temporary
housing,

6. Much of the recent, current, and planned future residential development is
located along the Mississippi River corridor. There is considerable activity
presently occurring in the north river area and as that area becomes fully
developed, it is anticipated that there will additional interest in possible
residential sites the Mill District/Milwaukee Depot area.

In summary, the downtown Minneapolis housing market is stronger than that of other
cities of similar size. The market includes a wide varniety of type, size, price or rental rate,
and locational characteristics. This wide variety of housing options contributes to the
economic health of the downtown area.

E. Projected Future Market Demand

In the prior downtown housing studies, several economic factors were analyzed in relation
to downtown housing demand including income levels, occupation, place of work and age
distributions. Of the variables considered, downtown multi-tenant office occupancy was
determined to have the strongest correlation with new housing absorption. Thereis a
similar correlation with total office space, including government, single tenant, and
medical, but data relating to those uses is not as readily available.

There are several reasons why downtown office space is a good variable to relate to
housing demand. First, a large number of office workers are in the targeted demographic
groups for downtown housing. Second, many office occupations have higher pay scales,
allowing those workers to afford downtown housing and life style. This contrasts with
much of the retail, restaurant, entertainment and hotel employment which includes many
lower pay and part time jobs. Finally, the convenience of living near one’s place of work
and avoiding long rush hour commutes is a major reason for downtown living,

The historic relationship between downtown occupied office space and occupied market
rate housing units is shown on Table 12. Since 1985, there has been a consistent
correlation between occupied office square footage and the number of occupied market
rate housing units in or near the downtown area. The number of occupied housing units
per one million square feet of occupied office space rose from 262 in 1985 to a high of
290 in 1992. It has since decreased to 276 units per million square feet primarily as a
result of the lack of supply of residential units.
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The relationship between occupied office space and housing units remained relatively
constant even though there were large increase in both the amount of occupied office
space and the number of occupied housing units. During much of that period, there was
an over supply of available housing which indicates that the absorption during that period
approximated market demand and that the additional “product” on the market did not
significantly increase absorption.

This analysis indicates that, if there were an adequate supply of housing available including
a variety of types and prices or rental rates, there is currently a market demand for about
300 additional market rate units in the downtown area. If 300 more units were currently
occupted it would result in a ratio of 290 units per million square feet of office space, a
ratio reached previously in 1992 when there were a wide variety of housing units available.

The future market demand of additional residential units will depend upon office
absorption. Assuming that an average of 500,000 to 800,000 additional square feet of
office space will be occupied annually, it will generate a market demand in the downtown
area for an additional 150 to 230 market rate housing units annually.

In summary, Minneapolis has a healthy downtown economy and the continued growth in
office employment has generated market demand for additional office space and additional
downtown housing. It is anticipated that these trends will provide good market support
for downtown housing of various types, location, and price or rental ranges. The
proposed study area has a number of good residential sites and, if desired, a good share of
that market could be attracted to the Mill District/Milwaukee Depot area.

The strength of the downtown housing market, however, will depend upon the continued
supply of new or renovated housing units including rental and “for sale” units in a variety
of types, sizes, and rental rates or sales prices. To maximize market support this needs to
include low and high rise rental units and townhouse, low rise, and high rise condominium
-units with sale prices ranging from the lowest market rate levels to super luxury.

16



Name of complex

Churchill
Pinnacle
Symphony Place
Marquette Place
One Ten Grant

River Walk

The Falls
DeForest
Hennepin Crossing
Kenwood Gables

RiverWest

Wilson Park 2/
Tension Envelope

Total Units Occupied
Total Units Availabie

Vacancy Rate

Table 3

DOWNTOWN MINNEAPOLIS RENTAL UNIT ABSORPTION
MARKET RATE LUXURY UNITS 1/

Number
of Units

362
158
250
240
321

172
87
72

210

102

416
370
39

Average Annual Absorption

1984-1997

Number of Units Occupied

Occupancy
Date  Dec. 1984 Dec. 1987
1981 358 34
1984 123 151
1984 250 232
1985 176
1985 270
1987 131
1987 73
1989
1989
1989
1989
1993
1995
731 1,367
770 1,590
51% 14.0%
212

Apr. 1990

327
150
216
220
304

158
80
20

207
70

116

1,868
2,390

21.8%

215

Aug. 1994

355
150
230
234
321

169
83
69

202

102

333
355

2,603
2,760

5.7%

170

1/ Includes the newer market rate high rise apartments and the newer or rehabilitated low rise
market rate units.
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July 1997

362
157
250
240
321

172
87
72

210

102

416

370
39

2,798
2,799
0.0%

65



Name of complex

Churchill

Laurei Village
DeForest
Hennepin Crossing
McNair
Wilson Park
Laurel Curve

Kenwood Gables
Margquette Place
One Ten Grant
Pinnacle

River Walk
RiverWest
Symphony Place
The Falls
Tension Envelope

Averages

Table 4

DOWNTOWN MINNEAPOLIS RENTAL UNITS
SIZE AND RENTAL RATES - 1997

ONE BEDROOM UNITS
Number Median Rent Per Square Foot

1Bedroom  Square Feet Rental Rates % Increase
Units Small  Large Low High 1994 1997  1994-1997
300 710 800 $760 $990  $1.01 $1.15 14%
52 800 860 720 845 0.95 0.95 0%
147 780 920 700 950 0.95 0.95 0%
62 660 783 755 805 0.96 1.08 13%
170 616 970 755 1,035 0.96 1.10 15%
62 660 783 760 875 0.96 1.14 19%
81 711 857 815 1,040 1.02 1.46 43%
30 753 753 1,017 1,178 1.16 1.46 26%
225 600 811 781 983 1.02 125 23%
73 741 976 850 999 1.04 1.15 1%
90 600 700 675 730 0.98 1.12 14%
345 860 1,046 769 1,099 0.96 0.98 2%
129 691 780 810 995 1.01 122 21%
47 886 1419 930 1,550 0.89 1.05 18%

31 850 1,000 875 1,000 1.00
1,844 720 895 773 1,004 0.99 1.12 13%

Source: Economic Research Corporation
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Table 5

DOWNTOWN MINNEAPOLIS RENTAL UNITS
SIZE AND RENTAL RATES - 1997

TWO BEDROOM UNITS
Number Median Rent Per Square Foot
" 2 Bedroom Square Feet Rental Rates % Increase
Name of complex Units Small Large Low High 1994 1997  1994-1997
Churchill 62 1,150 1,200 31,125  $1,305 $0.85 $1.03 21%
Laurel Village
DeForest 20 1,135 1,254 1,100 1,220 0.79 0.97 23%
Hennepin Crossing 63 900 960 1,010 1,220 1.00 1.20 20%
McNair 15 1,022 1,153 1,050 1,240 0.87 1.05 21%
Wilson Park 34 965 1,010 1,020 1,130 0.87 1.09 25%
Laurel Curve 15 1,022 1,153 1,030 1,140 087 1.00 15%
Kenwood Gable - 21 986 1,112 1,140 1,450 1.00 1.23 23%
Marquette Place 210 1,193 1,286 1,258 2178 1.05 1.36 30%
One Ten Grant 96 1,065 1,200 1,088 1,398 0.99 1.1 12%
Pinnacle 85 1,044 1,272 1,060 1,370 1.01 1.04 3%
River Walk 82 800 1,065 736 1,035 0.82 0.94 15%
RiverWest 71 1,264 1,358 1,179 1,419 0.92 0.99 8%
Symphony Place 121 1,022 1,172 1,135 1,325 0.89 1.12 26%
The Falls 40 1,205 1,735 1,150 1,550 0.89 0.85 7%
Tension Envelope 8 1,100 1,400 1,100 1.400 1.00
Averages 943 1,074 1,221 1,103 1,499 0.95 1.13 19%

Source: Economic Research Corporation
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. Downtown Minn

1994-1996
Number Total
of Units Number Lowest
in Sold Sales

Building Project 3 Years Price
The Towers 500 114 $21,577
Centre Village 235 72 30,400
The Crossings 305 65 42,000
La Rive 118 a3 93,700
Winslow House 57 17 139,900
Loring Way 186 51 56,500
Summit House 296 60 $30,400
1225 LaSalle 181 42 45,500
1200 Nicollet Mall 134 26 53,800
Loring Green East 193 40 117,000
Loring Green West 144 20 91,000
Itasca pal 31 64,000
Total 2,420 571 821,577

Table 6

eapolis Condominium Sales

Highest Average Average Average

Sales
Price

$124,500
102,500
129,000
695,000
416,260
198,000

$165,000
200,000
135,000
554,000
284,500
268,000

$695,000

Sales
Price

$54,249
56,703
70,849
226,043
215,780
87,201

$73,162
98,862
83,823
246,253
193,318
111,865

$102,194

Sources: Minneapoiis City Assessor; Economic Research Corporation.

20

Size
Sq. Ft.

804
783
1,019
1,478
2,176
1,018

868
1.208
1,170
1,622
1,460
1,164

1,078

Price Per
Sq. Ft.

$67.51
72.43
69.55
152.97
99.18
85.68

$84.29
81.87
71.66
151.87
132.44
86.09

$94.83



Table 7

Downtown Minneapolis Condominiums
Number of Sales by Year

Number
of Units
in

Building Project
The Towers 500
Centre Viliage 235
The Crossings 305
La Rive 118
Winslow House 57
Loring Way 186
Summit House 296
1225 LaSalle 181
1200 Nicoliet Mall 134
Loring Green East 193
Loring Green West 144
ltasca n
Total 2,420

Sources: Minneapolis City Assessor; Economic Research Corporation.

1992

22
21
34
15
10
1

63
15

8
15
13

5

232

Number of Sales by Year
1993

21

36
17
33
9
4
15

28
16
10
18
13

7

206

1994

39
20
21
11

14

1995 1996
31 44
21 31
31 13
13 9

6 5
18 19
19 23

8 14
10 6
14 12

4 8
16 3

191 189

Five Year
Total

172
110
132
57
31
77

151
73
44
73
46
43

1,009



Table 8

Downtown Minneapolis Condominiums
Sales Price Per Square Foot

Percent

1987- increase
Building 1989 1992 1993 1994 1995 1996 1992-19%6
The Towers $67 $59 $61 $65 $67 $70 18.6%
Centre Village 79 66 68 70 73 74 12.1%
The Crossings 68 64 70 68 69 73 14.1%
La Rive 137 128 153 181 130 145 13.3%
Winslow House 84 83 79 101 98 99 19.3%
Loring Way 79 74 73 79 86 80 21.6%
Summit House $77 $71 368 $79 $82 $90 26.8%
1225 LaSalle 68 85 79 76 81 92 41.5%
1200 Nicollet Malt 64 65 69 70 72 73 12.3%
Loring Green East 109 128 150 141 154 162 26.6%
Loring Green West 96 105 124 120 135 144 37.1%
Itasca 85 68 69 95 94 105 54.4%
Total $93 $82 $90 $94 $93 $98 19.5%
0 & 1 Bedrooms 78 86 82 84 88 12.8%
2 Plus Bedrooms 84 92 101 99 104 23.8%

Sources: Minneapolis City Assessor; Economic Research Corporation.



Table 9

DOWNTOWN MINNEAPOLIS TOWN HOUSES
SALES PRICES 1994-1996

Number of Total Lowest Highest Average Average Average

Units in Soid Sales Sales Sales Size  Price Per
Development 3 years Price Price Price Sq. Ft. Sq. Ft

Loring Park

Greenway Gables 43 9 $170,000 $405.000 $278,056 1,788 $156
St. Anthony

River Park Townhomes 33 3 $116,000 $132,500 $126.833 1,312 $97

St. Anthony In-Towne 28 1 94,000 94,000 94,000 1,102 85

Townhomes of Citiscape 60 26 73,200 167,500 105,871 1,238 86

500 & 600 Block N. 3rd 40 2 117,000 129,000 123,000 1,332 92
Lourdes Square

Lourdes Square 40 40 $189,583 $576,840 $318,157 2,367 $134

Marquette 20 14 205,001 344,751 261,324 2,243 $117
North River

The Landings 1/ 60 7 $304.791 $573.941 $428670 2,763 $155

Total 324 102 $73,200 $576,840 $248639 1975 $126

1/ The Landings development is planned for 60 townhouses. Nine are compieted and twelve are under construction.

Sources: Minneapolis City Assessor; Economic Research Corporation
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Table 10

~ DOWNTOWN MINNEAPOLIS TOWN HOUSES

NUMBER OF SALES PER YEAR
Number of
Units in Five Year
Development 1992 1983 1994 1995 1996 Total
Loring Park
Greenway Gables - 43 6 3 3 5 2 19
St. Anthony
River Park Townhomes 33 3 8 0 1 2 14
St. Anthony In-Towne 28 1 5 3 0 1 10
Townhomes of Citiscape 60 5 9 9 9 8 40
500 & 600 Block N. 3rd 40 2 21 2 0 0 25
Lourdes Square
Lourdes Square 40 20 9 8 3 40
Marguette 20 14 14
North River
The Landings 1/ 60 7 7
Total 324 17 66 26 23 37 169

1/ The Landings development is planned for 60 townhouses. Nine are completed and twelve are under
construction. Seven of the units were sokd in 1996 and two in 1997.

Sources: Minneapolis City Assessor; Economic Research Corporation
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Table 11

DOWNTOWN MINNEAPOLIS TOWN HOUSES
SALES PRICE PER SQUARE FOOT

Number of
Units in Five Year % increase
Development 1992 1883 1984 1995 1996  Total  1992:1996
Loring Park
Greenway Gables 43 $115 $96 $116 $148 $148 $125 30%
St, Anthony
River Park Townhomes 33 $73 $72 na $79 $107 $78 47%
St. Anthony In-Towne 28 59 59 65 na 85 63 45%
Townhomes of Citiscape 60 78 84 79 ] 20 84 16%
500 & 600 Block N. 3rd 40 95 88 92 na na 89 na
Lourdes Square
Lourdes Square 40 $136 $135 $130 $133 $134 na
Marquette 20 117 117 na
North River -
The Landings 1/ 60 $155 $155 na

1/ The Landings development is planned for 60 townhouses. Nine are completed and twelve are under construction.

Sources: Minneapolis City Assessor; Economic Research Corporation
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It is projected that the market for new and rehabilitated housing in the study area will
continue to grow. Currently, the north river area is the site of much of the downtown
housing activity with the RiverStation, The Landings, Creamette Building and the
proposed Rottiund Homes developments. Beyond these developments there are few
obvious sites for further housing in the north river area.

The study area is the only other large area with good housing sites near the downtown
area. It is anticipated that the market support for housing on these sites will continue to
grow, assuming the sites are not used for other types of development and that the re-
development efforts find suitable uses for the Milwaukee Depot and Train Shed and the
other abandoned historic buildings within the study area.

The study area is being considered as the most likely location for the proposed new
Minnesota Twins baseball stadium. If built on this location it would have significant
impact on the number and type of sites which may be available for new or renovated
housings developments. The likely impacts of the proposed stadium on housing include:

1. The proposed stadium and support space will utilize a large area which would
thus not be available for housing.

2. The stadium would tend to cut the eastern portion of the study area off from
other residential areas as well as the downtown area and make any available
sites in this portion of the study area less attractive for housing.

3. There will be increased market demand for available sites for non-housing uses
which would take advantage of the activity generated by the stadium

4. The presence of the stadium will likely change the character of future housing
in the Milwaukee Depot/Mill District portion of the study area to the types of
housing conducive to a younger more active life style than may be developed if
this portion of the study area were developed primarily as a residential area.

Assuming the Twins stadium is buiit on the study area site, there will, therefore, be fewer
sites which could be used to meet the continuing market demand for downtown housing.

In summary, it is projected that over the study area will be the next “hot spot” for
downtown residential development with a market demand for housing which will intensify
after the north river developments are completed. It is anticipated that over the next
decade the amount of new or rehabilitated housing developed in the study area will be
limited more by the availability of sites and the vagaries of financing for developers or
purchasers of “for sale” units, than by market demand. The strength and timing of the
housing development in the study area is, however, dependent upon the success of the on
going planning efforts to redevelop this important part of the downtown area with housing
and other uses.
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