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2018 Ann Arbor Downtown Market Scan

OVERVIEW Purpose & Overview

The following 2018 Ann Arbor Downtown Market Scan provides the following:
A A current snapshot oSocioeconomic trends

A Nearterm real estate needs(multi-family housing,
retail, and office) over the next five years

A Benchmarksthat can beupdated periodicallyand

tracked over time Socio-

A Relative performancemetrics that enable comparison Near-Term Economic
of Downtown Ann Arbor with the City of Ann Arbor, Real Estate Snapshot &
the Ann Arbor Metropolitan Statistical Area (MSA) Needs Trends
and other downtowns located in midize cities « Multi-Family « Downtown
(between 80,000 and 200,000 residents) with a « Retail Ann Arbor

major university or college presence « Office * City and MSA

e Comparable
Downtowns

A A dashboard for presenting availableyblic and
proprietary datain a graphicfriendly manner,
permitting ease ofinterpretation and distribution

More detail on the methodology and boundaries used in
this market scan are presented on the following pages.
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2018 Ann Arbor Downtown Market Scan

OVERVIEW Geographies

Award Planning examined LOCAL MARKET AREAS COMPARABLE DOWNTOWNS

historical and expected socio o I

economic and real estate trends Ann Arbor

(for 2010, 2018, and 2023) to MSA e

comparatively analyze Ann Arbor S

(DDA) District (hereafter =

oDownt own Ann Arbord

of Ann Arbor, and the Ann Arbor

Metropolitan Statistical Area

(MSA) (contiguous with

Washtenaw County). City of
Ann Arbor

For some metrics, Downtown Ann

Arborods four distric

analyzed Kerrytown Main

Street, State Street, and South

University). Where available,

metrics were also compared to

similarly sized downtown areas, Downtown

located in towns with a college  Ann Arbor =

presence (Berkeley, CA; Boulder, W

CO; and Chapel Hill, NC), in order

to identify Downtown

relative performance. |

Downtown
Berkeley,
CA

Belleville

Downtown
Boulder, CO

Downtown
Chapel Hill,
NC
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2018 Ann Arbor Downtown Market Scan

OVERVIEW Methodology

Population &
Households

Population and household trends are derived from data provided Bys r Gor@msunity Analyst (provides
current year estimates and projections based on Census data). Current year population and household
estimates for Downtown Ann Arbor are provided by the Ann Arbomwntown Development Authority (DDA) a
are based on new construction occupancy rates.

Retail &
Restaurant

Retail real estate inventory and trends are derived from data provided Bys r Gorirsunity Analyst, Swisher
Commercial, and LoopNet. New ne&erm retail and restaurant demand was based on population data
provided by the U.S. Census and Ann Arbor DR814 -2024 employment projections provided by the
Michigan Department of Technology, Management and Budget, retail sales per household provided by Es
retail sales persquarefoot derived fromBizStats and retail capture based on known industry standards.

Multi-Family

Multi-family real estate inventory and trends are derived from City of Ann Arbor building permit data, r i ¢
Community Analyst, HUD, the Bouma Group, and Zillow. Neam housing needs (next five years) were
estimated based on existing mulfamily real estate inventory, household income trends, and demand drive
for the top 10 Tapestry Segments within the MSA.

Employment &
Office

Empl oyment earnings data is collected f r OmiheMape
Office real estate inventory and trends are derived from data provided by Swisher Commergia,r i 6 s
Community Analyst, and LoopNet. New netarm office space demand was based 08014 -2024 annual
employment projections provided by the Michigan Department of Technology, Management and Budget fc
the Southeast Michigan Prosperity Regiomverage office workers per industry provided by the National
Association of Realtors (NCRER), and an assumption of 150 square feet of office space per office worker

Construction

4WARD PLANNING INC.

Construction cost data is based on 2018 squariot estimates by building type provided bgSMeansOnline
for the City of Ann Arbor. Estimates assume standard union labor and contractor and architectural fees.
Historic and expected construction data is provided by Dodge Lead Center for the Ann Arbor MSA. Histor
building permit data is provided by the City of Ann Arbor for the City.



2018 Ann Arbor Downtown Market Scan

POPULATION & HOUSEHOLDS Key Findings

Strong population growth

Accordingto building permit data provided by the City of Ann Arbor, an estimated 1,660 new housing units have been built in
Downtown Ann Arbor since 2010, adding approximately 3,600 new residents. Fom 2010 to 2018, Downtown Ann Arbor grew by
11.1 percent per year,comparedto approximatelyone percent within both the City of Ann Arborand the MSA,over the same period.
DowntownAnn Arboralso grewat a rate much faster than other downtownslocated in mid-size cities with a major universityor college
presencelike Berkeley,Boulder,and ChapelHill 8 where the downtownpopulation grewbetweenapproximatelyone to four percent per
year,overthe same eight-yearperiod.

Growth in non-family households and age cohorts continue to influence housing demand

Consistentwith national and regional trends, non-family households(a group of unrelated personsor a single person living alone) in
DowntownAnn Arbor are projected to continue growingat a faster rate than family households (includes married couples and other
families, with or without children). With a median age of just over 24 years, the population living currently in DowntownAnn Arboris
relatively young Nevertheless,the age groups forecastedto undergothe greatest growth in the region over the coming yearsinclude
mostly retirees (75+), older empty nesters (65 to 74) and, to a less extent, early-stage families (35 to 44) - age cohorts that will
influence shortterm housingdemand, particularly for smaller units.

Projected strong household income growth

In 2018, 67 percent of Downtown households earned less than $35,000 per year, a share more than twice than that observediwith
the City of Ann Arbor and the MSA (33 and 28 percent, respectively), but less than that observed widlonvntown in 2016 (73

percent). Although the relatively low median household income in Downtown Ann Arbor (and Downtowns Berkeley and Chagsl Hill)
likely due to the large student population with incomes supplemented by parents or student loans, over the next five yelaesnedian
household income is expected to increase at a rate faster in Downtown Ann Arbor (4.5 percent per year) than that withintbetBity

and MSA (3.0 and 3.4 percent, respectivelylProjected median household income growth in Downtown is likely due to the developmen
of marketrate housing targeted to highemcome markets (e.g., earkgtage families and empty nesters).

4WARD PLANNING INC. 5



2018 Ann Arbor Downtown Market Scan

POPULATION Growth

Change (201€r018)

Population Annual
Change % Growt

Total Population
2010 2018

0.9%
1.0%
11.1%
2.5%
1.2%
4.1%

Ann Arbor MSA

Ann Arbor Cit
Downtown Ann Arbor
Downtown Berkele 4,860 5,840
Downtown Boulder 540 590
Downtown Chapel Hill 2,090 2,770

344,790 370,070
113,960 123,300
4,070 7,670

25,280
9,340
3,600

980
50
680

From 2010

to 2018,
population grew by 3,600 residents

If the population within Downtown grows b
between three and five percent per year

through 2023 (a moderate to strong
growth estimate based on local and

regional demand drivers), Downtown Ann
Arborcould gain between 1,220 and 2,120

new residents over the next five years

Population Trends and Projections

14,000
Downtown Ann Arbor
12000 e Downtown Berkeley
10,000 o tmeee Downtown Boulder '
S meeeee Downtown Chapel Hill
E 8,000
2
g 6000 e
D- .............................
4,000 eeeeesentttt
2000 Tttt easeneenneene
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Downtown Ann Arbor Annual
Population Growth Trends & Forecasts

4,560
3,600

2,120

960 1,220

2000-2010 ' 2000-2018 2010-2018 2018-2023 2018-2023
10yr Trend ' 18yr Trend 8yr Trend 5yr Forecast 5yr Forecast
(2.7%) (5.1%) (8.2%) (3%) (5%)

Trend Forecast

Source: Esri, Ann Arbor DDA, 2018 6



2018 Ann Arbor Downtown Market Scan

POPULATION Age & Household Size

Household Change by Type (2018 - 2023)

m Non-Family HHs ® Family HHs Median HH Size

Age (2018) Size (2018)

Ann Arbor MSA F
Ann Arbor MSA 34.4 2.4
: Ann Arbor City 28.2 2.2
Ann Arbor Cit F
y Downtown Ann Arbor 24.2 1.9

Downtown Ann Arbor [

0.0%  1.0%  20%  3.0%  4.0% Downtown Berkeley
Downtown Boulder

Population Change by Age Cohort (2018 - 2023) Downtown Chapel Hill

m Downtown Ann Arbor Ann Arbor City = Ann Arbor MSA
7.0% - 6.2%

6.0% -
5.0% -
4.0% -
3.0% -
2.0% -
1.0% -

Percent Annualized Change

0.0% -
-1.0% -
-2.0% -
Oto4 5to 14 15to0 24 2510 34 35to 44 45 to 54 55 to 64 65to 74 75+
Pre-School-Age| Grade School-AgeHigh School and| Young Workforc Early-Stage Late-Stage Young Empty Older Empty Mostly Retired
Children Children College-Age and Grads Families Families Nesters Nesters
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2018 Ann Arbor Downtown Market Scan

POPULATION Household Income

m <$35K
Annualized Households by Income <$35 to $74.9K
Median HH Incom % Change Category (2018) ::ggg‘i fging
2018 2023 (2018-2023) w>$1499K
100%
—
Ann Arbor MSA $66,340 $77,460 3.4% % . - -
Ann Arbor City $57,050 $65,620  3.0% g o0
Downtown Ann Arbor  $19,590 $24,010 4.5% § 60%
:g 40% 67% 68%
Downtown Berkeley  $20,490 $22,450 1.9% S 0% ) )
Downtown Boulder $49,640 $63,350 5.5% o ° °
Downtown Chapel Hill $15,760 $17,520 2.2% 0%
Downtown Ann Arbor Ann Arbor DowntownDowntownDowntown
Ann Arbor  City MSA  Berkeley Boulder Chapel Hill
In 2018, 67 percent Median Household Income by Age of Householder (2018)

of Downtown households
earned less than $35,000 $80

$70

c

m Downtown Ann Arbor ® Downtown Berkeley m Downtown Boulder ®m Downtown Chapel Hill

per year, a share more than = o
twice than that within the s«
City and MSA, but less than = s I I II I I
that within Downtown in = * llll I ] I | | II n ln s
2016 (73 percent). = M egence Wokloceand  ramiies. | Famiies. | Newero ) Nestora | o Retres

Grads
(<25 year) (25-34 years) | (35-44 years) (45-55years) (55-64 years) (65-74 years) (75+ years)

4WARD PLANNING INC. Source: Esri, 2018 8




2018 Ann Arbor Downtown Market Scan

MULTI-FAMILY Key Findings

Increasing rents and condo sale prices

Accordingto rent data providedby Zillowand Pad Mapper, and condo sale price data provided by the Bouma Group,over the past four
years,averageasking apartment rents in DowntownAnn Arborhave increasedby 29 percent (from $1,540 to $1,985), while average
asking condo sale prices have increasedby five percent (from $335 to $353 per square foot), overthe same period. While much of the
developmentin DowntownAnn Arboris partially driven by the demand for high-end luxury condos, much of the available apartment
and condo inventory in DowntownAnn Arbor is likely unaffordable to lowerincome households For example, an affordable rent for
householdsearning less than $40,000 per yearwould be less than $1,000 per month, assumingrent is less than 30 percent of the
h o us e hmohthly .hhaome.

$1,930 for a one-bedroom

Accordingto data provided by Esri, approximately84 percent of occupied units within Downtown Ann Arbor are renter-occupied --
higher than Downtown Boulder (57 percent) but lower than Downtown Berkeley (96 percent). Accordingto rental data provided by
Zillow, the average asking rent for a one-bedroom apartment in Downtown Ann Arbor is approximately$1,930. A oneperson, low-
income household earning between 50 percent and 80 percent of Ann ArborM S A 8044 AreaMedian Income (AMI)would need to
spend no more than $814 and $1,259 per month in order to not be considered cost-burned by HUDJ a rent lower than the average
rent for a one-bedroomapartment in DowntownAnn Arbor Lowerincome householdsnot receivingsubsidies (e.g., parental income or
section eight vouchers)are likely priced out of the current Downtownhousing market.

Demand for between 2,830 and 3,060 new apartment units by 2023

Due to projected household growth and pent-up demand from commuting workers desiring housingin DowntownAnn Arbor, by 2023,
there will be estimated demand for between2,830 and 3,060 new housingunits in DowntownAnn Arbor Basedon input from Esritop
TapestrySegmentswith propensity for multi-family housing, approximately65 percent of new nearterm multi-family housing demand
will likely be for rental units and 70 percent of this demand will be from householdsearning more than $75,000 per year. While socio-
economicfactors like householdincome and housing preferencestypically drive housing demand, additional factors like building and
land costs, and zoningrequirementsalso influence the type and price of housingthat developersconstruct.

4WARD PLANNING INC. 9



Downtown Development
(2010-2018)

Built

Apartments 1,466
Condos 196
Single Family 1

Total
(Affordable Units)

1,663
27

Downtown Ann Arbor

Residential Development
=== New Housing Built
Total Housing

2018 Ann Arbor Downtown Market Scan

MULTI-FAMILY Development Trends

Under Approved

Constr Not Built Total Percent

181
120

70 1,717 83%
339 16%

1 0%

2,057
27

100%
1%

Between 2010 and 2018,
1,663 new unitswere built in
Downtown Ann Arbor.
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New Units

Housing Tenure (2018)

Owned Rented Vacant

Downtown Ann

11% 84% 4%

Arbor

Downtown

Berkeley b

40% 6%

Downtown

24%
Boulder °

57% 19%

Downtown

Chapel Hill 3%

59% 9%

Employed and Living in
Downtown (2015)

1.4%

1.2%

0.6%

= l

Downtown
Boulder

Downtown
Chapel Hill

Downtown Downtown
Ann Arbor  Berkeley

Source: Building Permit data, DDAnTheMap Esri, 2018 10



2018 Ann Arbor Downtown Market Scan

MULTI-FAMILY Rents & Sale Prices

Based on average asking rents and condo sales prices,
much of the available apartment and condo inventory in | [RALANAUIRIISTEWAN(e]{e CLoIER AN IE
Downtown Ann Arbor is unaffordable to lowerincome | BRERGRRICVELETTollo Niglelolyy[c))
households Assumingan affordable rent is less than 30 50% of AMI' 80% of AM
percentofah o u s e h anordhy indbree, averageasking 1-Person HH $814 $1,259
rents in DowntownAnn Arbor ($1,986) are not affordable to & Ferson Hi SRE $1,439
households earning less than $40,000 per year (an iiiigz ::j ii’igi ii’%z
affordable rent would be less than $1,000 per month). ’ ’

Average Asking Rent Trends: City of Ann Arbor 1 Beds

=2 Beds Downtown Apt. Asking Rents
£ $1,900 51401 2014 2018 % Change
‘g : Studio $1,090 $1,460 34%
£ $1,400 1 Bdr. $1,520 $1,930 27%
2 4 2 Bdr $1,900  $2,650  39%
o $900 $1,239
g Average
Z $400

2011 2012 2013 2014 2015 2016 2017 2018
Downtown Condo Prices (p&
Condo Market Trends: Downtown Ann Arbor (Pesff) o
o 2014 % Change
-ésseoo,ooo Avg Sale Price ¢ e« Price/SF $600 State Street $315 16%
© Main Street $323 9%
&)5$400,000 ....oooooooooo.oo. $400§ Kerrytown
% ceq ............ooool.ooo 8
g $200,000 $200 & Average
=
$0 $0

2008 2009 2010 2011 2012 2013 2014 2015 2016 20172018 YTD
4WARD PLANNING INC. Sources: Esri, HUDBoumaGroup, Zillow, Pad Mapper 11



2018 Ann Arbor Downtown Market Scan

MULTI-FAMILY Top Tapestry Segments

V7

Emerald City

The chart below compares the share of | Top Tapestry Segments, 2018
households across geographiesby the top _—

10 Tapestry Segments with the greatest  [IGones 187%

propensity to live in multi-family housing 35.7%
(typically found in downtowns) along with
notable socioeconomic characteristics 84.4% .
Given their strong presence within
Downtown (and within comparable college
towns), successfulhousing developmentin

Downtown Ann Arbor should consider the iﬁ‘ﬁvﬁ?&? %‘;V!k”;?evj” Dé)c\,'lvﬂéz\;m Sﬁaﬁ”;.";ﬁﬂ
needs and preferencesof these top socio-
economicgroups

Dorms to
Diplomas

100.0%

Young and Enterprising

Restless Professionals
Share of Households Median MedianHH Percent
Tapestry Segment Household Type Housing Type Downtowr City MSA Age Income Renters
Dorms to Diplomas Monfam HHs w/ 2+ Persons  Multi-Unit Rentals 844k 30.4% 8.3% 216 §16,800 93%
Emerald City Singles Single Family; Multi-Units a.0% 14 6% 7.0% 374 $59,200 52%
Metro Renters Singles Multi-Unit Rentals 4.6% .05 g9.1% 298 $40,500 87
College Towns Singles Multi-Unit Rentals; Single Family  5.3% B.4% 4.5% 245 $32,200 3%
Young and Restless Singles Multi-Unit Rentals 0.0% 2.0% 0.3% 325 §67,000 805 EL‘)%Z;J:::;& Golden Years
Enterprising Professionals  Married Couples Multi-Units; Single Family 0.0 2.8% 1.7% 33.0 §54,000 57%
Bright Young Professionals  Married Couples Single Family; Multi-Units 0.0 2.7% 2.8% 523 §71,700 3%
(Golden Years Singles Single Family; Multi-Units 0.0% 2.3% 2 0% 339 $32,800 2%
Retirement Communities Singles Multi-Unit Rentals 0.0 1.7% 0.0% 353 $86,600 495
Social Security Set Singles Multi-Units; Single Family 0.6% 1.6% 0.0% 456 §17,900 86% ‘ L
AWARD PLANNING INC.  source: Esri; 4ward Planning Inc., 2018 Retirement Social Securlty )

Communities Set



2018 Ann Arbor Downtown Market Scan

MULTI-FAMILY Supply & Demand

Assumingthe population in Downtown Ann Arbor grows
between three and four percent per year (and

Downtown Ann Arbor Apartment Demanc

employmentby 0.7 percent), by 2023, there will be net Pop. Growth
demand for between, from 2,830 and 3,060 new | [2Aa%E Rg(t)/e Sce;r‘;rio
multi-family housing units both new householdgrowth : :

and pent-up worker demand. Althoughdemand will vary | IR 850 850

by household income, bedroom type, and tenure, much | [ 4,730 4,960

of the shortterm housing demand will come from

o Total Housing Unit Demand 5,580 5,810
householdswith incomesbelow $75,000 per year. Naturally Occurring Vacant Units 127 127
: M P h (3%, : .
Net Apartment Unit Demand by... oderate Pop Growth (3% Net Marketable Housing Units 2,880 2,880
Strong Pop Growth (4%) Net Housing Unit Demand 2,830 3,060
Household Income Category
2,000
860
596 1,391
2023 New Apartment Demand by Tenure
<$75k (30%) >$75k (70%)
Bedroom Type oo Housing Tenure Ho40
710 '
894 570 990
280 1,201
— e 397

695

4WARD PLANNING INC. Source: 4ward Planning Inc. 13



2018 Ann Arbor Downtown Market Scan

RETAIL & RESTAURANT Key Findings

$32 to $36 per square foot

Accordingto July2018 data provided by LoopNet,there is approximately47,790 square feet of vacant retail space in DowntownAnn
Arbor, with averageasking rents for vacant retail space approximately$36 per square foot per year. Averagerents varied by district,
from $32 per square foot within the State Street District to $45 per square foot in the South UniversityStreet District. Averageasking
rents for retail space within other comparable downtown areas were lower within Downtown Chapel Hill ($30 per square foot) and
higherwithin DowntownBerkeley($39 per square foot).

Increasing retail demand from new Downtown households

In 2018, the average DowntownAnn Arbor household spends $679 per month on selected retail trade goods and services,less than
half of the average monthly household spending within the MSA($1,400 per month) but $97 more per month than what Downtown
householdsspentin 2016 . Givenlowerthan-averageretail spendingfrom existing DowntownAnn Arborresidents, existingretail stores
and restaurants in DowntownAnn Arbor are likely capturing retail sales from the larger City or MSAhouseholds As a greater supply
and variety of housing is developedin Downtown Ann Arbor, and more middle- and upperincome households move into the area,
averageDowntownhouseholdspendingon retail goodsand restaurants will likely increase, supportingadditional retail establishments
- especiallylimited- and full-servicerestaurants.

Potential to capture retail demand from larger trade areas

Accordingto 2018 data provided by Esri, DowntownAnnA r b oetad teade and food and beverageestablishmentsdrew nearly $241
million in sales from shoppersresiding outside the immediate Downtowntrade area d a trend also experiencedin other comparable
downtowns(a retail sales surplus of $78 million in DowntownChapelHill to $235 million in DowntownBoulder) Althoughthe existing
supply of retail storesin DowntownAnn Arbormeets local retail demand from current Downtownresidents, there is a leakage of retail
demand not met within the larger City and MSA that could potentially be captured by existing or new Downtown businesses
Furthermore,strong household,employee,and retail sales growth projected to continue within Downtownthrough 2023, will have the
potential to support new retail stores.

4WARD PLANNING INC. 14



2018 Ann Arbor Downtown Market Scan

RETAIL & RESTAURANT Business Mix & Rents

Available Downtown Retail Space

As of July 2018, there is 47,790 square feet of Asking Rent ® Asing Rent
. . . .. 25,000 $50
vacant retail space in Downtown Ann Arbor, with g P $45 o
. . . L 20,000 S— $40 @
average asking rents for available retail space at $36 ¢ ~ $35 &
= 15,000 e $30 €
per square foot per year. @ ® 525 2
% 10,000 . . $20 o
< $15 S
. . S 5,000 [ [ e $10 2
Top 10 Business Categories (2018) < $5
0 $0
m Educational Services m Real Estate, Rental & Leasing Kerrytown Main Street South  State Street
m Health Care & Social Assistance m Finance & Insurance University
m [nformation ® Public Administration
m Other Services (except PA) = Accommodation/Food Services _ _
Retail Trade m Professional, Scientific & Tech Services i BL1o) ) g1 (0) /g d= =11 Asklng Rents (2018)
O 809 Main Street District $34.60 per Sqft
S 70% State Street District $32.00 per Sqft
§ 60% Kerrytown District $32.60 per Sqft
= 50% S. University District $45.00 per Sqft
w 40%
£ o0 12 2% 11 2%
8 20% 0 9 9% ’
S 100 10 0 Downtown Ann Arbor $35.90 per Sqft
0% Downtown Berkeley $39.00 per Sqft
Downtown Downtown Downtown Downtown Downtown Boulder $33.50 per Sqft

Ann Arbor  Berkeley Boulder  Chapel Hill [l VaRelETe RSl $29.60 per Sqft

4WARD PLANNING INC. Sources: Esri, LoopNet



2018 Ann Arbor Downtown Market Scan

RETAIL & RESTAURANT Household Spending

Average Monthly Household Spending (2018)

Retail Surplus Retail Retail  (+) Surplus/
$1,600 o :
$1.400 (2018, $ Millions) Potential Sale: () Leakage
$1,200
$1,000

Ann Arbor MSA $6,102 $5,078 -$1,024

$800
$600

Ann Arbor City $2,002  $1,90¢ -$93

$400 Downtown Ann Arbor $42 $283 $241
$200 - - - - . Downtown Berkeley $59 $290 $231
%0 Downto n:Do ntown= Do ntown Ann Arbor Downtown Ann Arbor DI e (Bl el $15 $250 $235
Wi W W W W W roor Wi W 0
Chapel Hllf Ann Arbor Berkeley  City Boulder MSA Downtown Chapel Hill $5 $83 $78
m Groceries Dinning Out
m Entertainment & Recreation m Apparel & Services Monthly Household Spending Trends (2016-2018)

m Personal Care

Ann Arbor City OAnn Arbor MSA Downtown Ann Arbor

Total :I

Personal Care ‘

In 2018, the average Downtown Ann Arbor

household spends$679 per month on
selected retail trade andfood and

beverage goods and servicedess than Apparel & Services |

half of what the average MSA household Entertainment & Recreation ]

spends ($1,400) but $97 per month more
than what the average Downtown

households spent in 2016.

Dinning Out ]

Groceries :I

$0 $20 $40 $60 $80 $100 $120
Average Monthly Household Spending Change
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RETAIL & RESTAURANT Retail Supply & Demand

Downtown Retail Supply/
Demand (2018 - 2023) 2023 Retail Demand Factors

m Existing Retail Sales (Millions) 1,220- 1,660 New Downtown Residents

= Potential Retail Sales (Millions) 1,510 New Downtown Workers

= New Supportable Space (Sqgft) 4,290 New City Population
12,700  New MSA Population 18,000

108,000 New Supportable Retail Spacesqf) [
14,000

12,000
10,000
8,000
6,000
4,000
2,000

20,000

Retail Sales (Millions)
Square Feet

4WARD PLANNING INC. Source: Esri, 4ward Planning Inc. 17



2018 Ann Arbor Downtown Market Scan

EMPLOYMENT & OFFICE Key Findings

Growth in Downtown employment

Accordingto new job and business data provided by the Ann Arbor DDA, between 2012 and 2018, approximately 3,325 new jobs
were added to DowntownAnn Arbor, with total employmentgrowingby approximately2.1 percent per year, over the eightyear period.
Based on job estimates from the Ann Arbor DDA and the University of Michigan for the Ann Arbor campus, there are currently
approximately29,525 jobs within DowntownAnn Arbor

$31 per square foot per year

Accordingto LoopNet,the average asking office rent in DowntownAnn Arboris $31 per square foot per year, with average asking
rents lower within the Main Street District ($28 per square foot per year) and higher within the State Street District ($45 per square
foot per yearwithin one ClassA office property). Averageasking office rents within DowntownAnn Arbor,are higher than those within
DowntownChapelHill ($27 per square foot per year) but lower than those within DowntownBerkeley($39 per square foot per yean).

Recent increases in office vacancy provide more breathing room in Downtown

Accordingto yearend 2017 data provided by Ann Arborreal estate firm SwisherCommercial,there is approximately1,662,870 gross
square feet of leasable office space within DowntownAnn Arbord with just 60,480 square feet of this office space currently vacant
From 2016 to 2017, DowntownAnn A r b offic® sacancyrate increased from 2.1 to 3.6 percent, although remaining a relatively
tight office market. Accordingto Swisher Commercial,this increase in available vacant office space may provide a bit of breathing
room for DowntownAnn Arborcompaniesexpectingto hire more employeesin 2018.

196,000 to 240,000 square feet of office space

Based on 2018 employmentestimates for Downtown Ann Arbor and 2014 to 2024 employment projections provided by Michigan
Department of TechnologyManagementand Budget, there will be demand for between 196,000 to 240,000 square feet of office
space by 2023 . While some of this office space demand may be met by the 60,480 square feet of office space currently vacant, new
office space may need to be developedin DowntownAnnArborto accommodatenearterm office demand.

4WARD PLANNING INC. 18
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EMPLOYMENT

Jobs
Jobs pe Housinc
Sqg. M Ratio

Employment

Job:
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Source: Esri, U.S. Census BureadnTheMap Ann Arbor DDA

Primary Jobs & Earnings
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EMPLOYMENT Office Inventory & Rents
Ann Arbor Leasable Office Space (Sqft, 2017)
Downtown Office Asking Rents (June 2018)
1,662,869 ,
1% Main Street District $27.80
State Street District $45.00
Kerrytown District $32.40
S. University District NA
Ann Arbor City
9,157,032 ,
85% Downtown Ann Arbor $30.80

Downtown Berkeley $39.30
Downtown Boulder $31.00
Downtown Chapel Hill $26.70
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EMPLOYMENT Office Supply & Demand

Downtown Ann Arbor _
Projected Employment Growth 2023 Office Demand Factors

& Office Space Demand:
Top 10 Industries (2018 - 2023)

1,400 - 1,700 Potential New Jobs
700 - 800 Potential New Office Workers
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500 196,000 - 240,000 Potential New Office Demand (Sqft)
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= ©
o . 50,000 g
< 200 New Jobs m New Office Workers ® New Sq.Ft. Demand >
= o
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p
200 30,000 '©
o o 5
0]
20,000 B
100 ® a
10,000
i Admin. & i
Health Care . Prof., Support, Accomm. & . Other
& Social Educaylonal Scientific & Waste Food Finance & | Real Estate Services = Retail Trade Information
- Services - Insurance & Rental
Assistance Tech Manageme Services (except PA)
nt
New Jobs 535 446 168 163 91 35 21 18 16 10
= New Office Workers 257 253 150 57 7 34 - - 4 7
® New Sqg.Ft. Demand 80,292 66,870 25,220 24,460 13,684 5,217 3,118 2,774 2,354 1,537
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3.8 million square feet of new development in 18 years

Based on data provided by the City of Ann Arbor, between 2000 and 2018 (as of June 2018), over 3.8 million square feet of
residential and non-residential space has been developed within Downtown Ann Arbor Most notably, mixeduse development
projects composemore than half of this square footage (nearlytwo million square feet).

$39.7 million worth of projects currently in the MSA pipeline

Based on data provided by the City of Ann Arbor,between 2000 and 2018 (as of June2018), nearly $506 million in residential and
non-residential projects has been submitted to be approvedwithin DowntownAnn Arbor Accordingto construction data provided by
DodgeLead Center,as of June2018, there are 34 projects valuing $39.7 million currently in the bidding phase within the Ann Arbor
MSA,some of whichis likely to be developedwithin DowntownAnn Arbor

Construction costs range from $150 to $220 per square foot

Accordingto secondquarter 2018 data provided by RSMeans per square foot construction costs in the City of Ann Arbor range
widely by developmenttype. For example, a three-story, 95,000-squarefoot department store building (brick/steel framing) costs
$148 per square foot to build ($14.1 million in building costs), while a 15-story, 145,000-squarefoot high-rise apartment building
(brick/steel framing) costs $220 per square foot to build ($31.8 million in building costs).

Construction costs comparable to the national average

Accordingto 2018 CityCostIindexesdata providedby RSMeans AnnA r b dotaléicenstruction costindex (98.9) is comparableto the
national averageand not an obviousbarrier to building in DowntownAnnArbot In comparison,B e r k ecityegstinslexis nearly23
points higherthan the national average,and ChapelH i Icity dostindext is nearly 16 points lower.

1 The Cityof Raleigh,located outside of ChapelHill, was used since City CostIndexdata for ChapelHill was not available at this level.
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CONSTRUCTION Downtown Development Projects
Development Projects: Downtown Ann Arbor Between 2000 and 2018, over
é%‘(’)%'ogrgfg)t OIS 3.8 million squarefeet of residential
Sa— and nonresidential space was developed
Tl Mixed-Use 1.997.30¢  52.3% within Downtown Ann Arbor.
Residential 1,468,12€ 38.4% | Restaurant
Office Use 199,958 WA = Retail
et Recreational 78,371  2.1%

1 Residential
® [ndustrial
® Mixed-Use

3,818,837 100.0% [aSUEREt

]
£ 300,000 B Recreational
200,000
100,000 I I I

2000 2001 2002* 2003 2004 2005 2006 2007 2008 2009 2011 2011 2012 2013 2014 2015 2016 2017 2018

Restaurant 32,595 0.9%
Retalil 28,320 0.7%
Industrial

400,000

Area inSqft.

o

Note: Data from Jan 2000 to April 2001 not available.
4WARD PLANNING INC. Source: City of Ann Arbor, Development Projects 23
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CONSTRUCTION Downtown Building Permits
Building Permits: Downtown Ann Arbor Between 2000 and 2018, nearly
$506 million in residential and non
Building Permits residential projects was submitted to be
N (2000-2018) approved within Downtown Ann Arbor.
Value Percent

Commercial $324,996,89¢ 64.2%

il Residential  $82,883,05¢ 16.4%
$98,738,28¢ :

$50 : : 100.0%

m Public

Residential

I I I 1

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

b
B
o

Value (Millions)

$30

$2

o

$1

o
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CONSTRUCTION MSA Construction Starts
Construction Pipeline: _ _ o _
Ann Arbor MSA, 2018 There are 34 projects valuing39.7 million currently in the
$20.0 bidding phase within the Ann Arbor MSA.
$18.0 Q = Bidding

§ Medical Office o Construction Starts: MSA
$16.0 \ = Bid Results $299,999 $399|%%8

Retall, \ e ’ Project Type Value

$14.0 $2,999,999 __

Infrastructure  $18,709,527

3 $12.0 Educational $10,949,995
2 Q | Retall $2,999,999
< 5100 \ Military $2,999,999
3 \ Infrastructure, Medical Office  $1,599,997
> 880 SRS Office $999,996
NET $749,999
$6.0 Parking $399,999
Residential $199,999
$4.0 Recreation
$2.0
.
$00 & w m m N samamaman
Infrastructure Educational Retail Military Medical Office Jail Parking Residential Recreation

Office

4WARD PLANNING INC. Source: Dodge Lead Center. As of June 27, 2018. 25
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CONSTRUCTION Cost Indexes and Estimates

City Cost Indexes (2018) _
Over the past decadeps Ann Arhanar Ac »~jqt

index has beersimilar to the national average 2 —_— T w
whil e Berkeleyods i ndex 1 hi
and Chape| H|||(~)S indloew. ...................... T v— /'\rg.rgorl
Ann Arbordos city cos# ~— ~———BouldS: 88.501
construction costs are not obvious barriers to L
building in Downtown Ann Arbor. 70 e oo oo Ao
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In Ann Arbor, construction costs for selected A :
o _ verage Construction Cost
building types range from approximately by Building Type (2018) = Total Building Cost
$150 to $220 per square foot ® Cost per Sqft
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Limiting Conditions & Contact Information

General & Limiting Conditions

4ward Planning Inc. has endeavoredto ensure that the reported data and information contained in this report are
complete, accurate, and relevant All estimates, assumptions,and extrapolationsare based on methodologicaltechniques
employed by 4ward Planning Inc. and believed to be reliable. 4ward Planning Inc. assumes no responsibility for
inaccuracies in reporting by the client, its agents, representatives, or any other third-party data source used in the
preparation of this report.

Further, 4ward Planning Inc. makes no warranty or representation concerning the manifestation of the estimated or
projected values or results contained in this study. This study may not be used for purposesother than that for which it is
prepared or for which prior written consent has first been obtained from 4ward PlanningInc. This study is qualified in its
entirety by, and should be consideredin light of, the abovelimitations, conditions,and considerations

For more information, please contact:
Todd Poole

267.480.7133
tpoole@landuseimpacts.com

4WARD PLANNING INC. 27



