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Outline

} State of sixcounty Chicago Region housing market
} Fundamentals of housing demand

} Buyer preferences and housing product choices (focused
on new construction)
Single Family, Condominiums, Townhomes, Rental, Senior Housing

+ Impacts of changing age demographics on the housing
market

+ Implications for future housing development
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Trends in Chicago Region New Home Sales

NEW-HOME SALES
+ Annual rate of home sales By quarter

increased from 15,000 in 199, = eopoltanares e Sububs e (hicag0
to its peak of 35,000 in 2005

1 Annual sales declined over 9(
from its peak to less than 3,0( 25.000
units in 2008

1 Past two quarters show a slig
upturn
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Source: Tracy (ross & Associates Inc
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Trends in Chicago Region Home Prices

_ _ Single Family Home Price Index
+ Home prices increased by »q

70% between 2000 and
2006 150 e S N

1 Then declined by 27% backioo -t
to 2002 levels

1 2% Increase in June 2009
from April 2009 after 31 0
months of decline

1
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SourceCaseSchiller Home Price Index aB8dB. Friedman & Company
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Size of New Construction Housing Market
by Product Type (Chicago Region)

Built: 1995 -2000 Built: 2000 -2007

Rental
13%

Rental
15%

Single
Single Family
Atstgchled Family 54%
ng'e 57% Attached
Family Single
21% Family
18%

Source American Community Survey 2007, Census 2000, PublididesdataSampleandS. B. Friedman & Company
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Fundamentals of Housing Demand

} Household Growth influences size of housing demand

+ Shifts in Householder Ageinfluences type of product
demanded

1 Supply Conditions
+ Demolition/use conversion of existing housing stock
} Unsold/unleased inventory
} Other Factors; usually pushes market to extremes
} Mortgage Interest rates
1 Second Home/lnvestment demand
} Lending Practices
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Growth In the
Chicago Region
. L
Household Growth “i g  Balhmegiay )

c 500|203 | 20002050 Change.. T wie el x
ounty ange LB B ity S ST
Cook 1,974,181 2,224,929 250,748 8,358 i ﬁ@aﬁ%ﬁﬁﬁ “‘mﬁ'}a
DuPage 325,601 361,978 36,377 1,213 E o e N e I

'“' > %‘.
Kane 133,901 234,617 100,716 3,357 ,. Ay
Lake 216,297 292,253 75,956 2,532 L R, * o8
McHenry 89,403 155,108 65,705 2,190 PR i -
Will 167,542 358,867 191,325 6,378
Total 6County
Region 2,906,929 3,627,750 720,827 24,024 Hﬁ% 5

Population Growth

Population Total Changqd Avg. Annual 2000 to 2030
County 2000 2030 20002030 | Change | Population Change
Cook 5,376,741 5,938,244 561,507 18,7171 by Municipality
DuPage 904,161 1,002,325 98,164 321 L
Kane 404,119 692,346 288,227 9,608] [Py oon Vhange
Lake 644,356 844,315 199,959 6,665 0 - 5000
McHenry 260,077 449,823 189,746 6,325 o 75001 - 20000
Wil 502,266 1,107,774 605,512 20,184 [ Over 30000 - i
Total 6-COUﬂty Source: NIPC Forecasts
Region 8,091,720 10,034,835 1,943,115 64,771 @ Endorsed, Sept. 30, 2003 oo s wies )
October 22, 2003
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Age of Householder and Housing Need

} Young households (under age 35).
Moderate income

Predominately renters or firdime homebuyers in need of affordable starter
homes.

+  Middle age households (ages 35 to 54).
Usually higher incomes
Family years
G¢NFRS dzLJ¥ G2 fI NHSNJI K2YSao
L A9YLIie ySAaUuSNRE YR SFNXeé NBGA
Predominately homeowners, , some buy second homes
Mostly choose to age in place in their current homes
Some downsizing

} Older seniors (age 75 and older).
May seek alternative senior housing options.
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Generational Waves In the Nation

Size of GeneratioAMillions of Births

CurrentAge of g4 g5 vrs  45.63Yrs  26-44Yrs  7-24 Yrs
Generation

1927-1945: 19461964 19651983: 1984-2002:
Pre Baby  Baby Boomers Generation X Generation Y
Boomer

Generation

Sourcewww.Census.goandS. B. Friedman & Company
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Net Change in Adult Population by Age In
Chicago Region : 208025

YoungRenters & 3 Middle-Aged Empty Nester& Young Older Seniors w/
Time Homebuyers TradeUp Homebuyers Senior Homeowners Special Needs

187,821

152,649

121,550
105,875 111,097

2529 3034 5559

6064 6569 7074 7579 8084 85+

-85,338
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Six County Chicago Area
Households by Age of Householder
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Source: Woods and Poole Economics, Inc.%r8. Friedman & Company
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Housing Choice by Householder Age irCRiMnty
Chicago Area for Housing Built 198307
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0%
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Age of Householder

Source: American Community Survey 2007, Census 2000, PublidlidsmdataSampleandS. B. Friedman & Company
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Single Family Homebuyer Profile

Percent Choosing Single Family Homes  Age of Householders Occupying
By Age of Householder Single Family Homes

100% - [1Single Family

2% _ ~75+Yrs.
— 55-74 Yrs.
75% -
50% -
— 35-54 Yrs.
67%
— <35 Yrs.
0% f
<35 | 3554 55-74 | >75 | Built 00-07
Age of Householder |

}  Householders of all ages prefer single family
}  35-54 year old households are the core demand segment
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Projections for Core Single Family Home Buyer
1 35 to 54 year old householders ¢iecline until 2021
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Projections for Core Single Family Home Buyer

1 WIll other age groups offsetecline in core demand segment?
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Single Family Development Implications

1 Potential decline in Single Family Average Homeize in Nation

Demand 2,400 =
} Stiffer competition from resale —
market ! ./___,.-./ 2,219
} Home sizes likely to decline ™ ="
1 Pressure for mixed housing typezsw o
developments to hedge risk T

Mixed age and income 1995 1997 1999 2001 2003 2005 2007
Mixed lot and unit sizes
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Single Family Subdivisions
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New Condo/Townhome Buyer Profile

Percent Choosing New Condos & Townhomes Age Distribution of Householders Occupyir
Condos & Townhomes Built 20617

Townhomes

By Age of Householders

100% - Condo Townhomes
75% -
50% -
25% -
(0)

» 21% 130, 2/ 18%

0

<35 ‘ 3554 ‘ 55-74 ‘ >75 ‘
Age of Householder

Condos
11%

20%

= 75+ Yrs~

— 5574 Yrs?

—35-54 Yrs—

— <35 Yrs—

= 3%
26%

Built 0007

Built 0607

+ Young and empty nester householders form core demand

segment
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Projections for core Condo/Townhome Buyers

+  Empty nesters (55 to 75 year olds) grow rapttlpugh 2030
} Young professionals (<35 year olds) grow through 2024
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Source: Woods and Poole Economics, Inc.%r. Friedman & Company
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Development Implicationg Condos & Townhome

+ Core demand segments projected to grow

+ WIll continue to be staple product for mixece centers
Townhomes preferred for lower density developments
+ Higher densities could make projects financially feasible

} Provide maintenancéree living close to activity centecs
desired by aging boomers
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Condosand Townhomes
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Profile of Multifamily Renters

Percent Choosing New Rental Housing Age of Householders Occupying
By Age of Householders New Rental Housing Built 20607
100% - ® Rental
13% :—75+ Yrs.
75% - 15% —55-74 Yrs.

b -
25% -
— <35 Yrs.
k|
0% 7 | 1

3554 55-74 >75 Built 0607

Age of Householder |

} <35 year oldhouseholderconstitutethe largest segment of
apartment demand
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Core Apartment Demand Segment

} <35 year oldhouseholdersncrease until 2024
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Development Implications for Apartments

+ Growth in key renter cohort
+  Declines in homeownership rates
}  Rental conversions to Condo in

Chicago Metro Homeownership Rat
75.0

past boom led to supply reductions;q g 70.1
+  Preferred locations: downtowns
and suburban job centers 65.0 -
}  Can substitute condos in mixed 0
used centers | /
57.4

} Zoning requests for higand rental 554
and higher densities

50.0
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Rental Housing Today and Tomorrow
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Development Implications for Senior Housing

} 65-74 yr old householders
Generally independent
Fairly good health
Usually choose to stay in place

} 75+ householders
Increasing need for assistance in daily activities

More likely to choose senior housing options but majority will
stay in conventional housing
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Senior Housing Demand

} Leading edge of boomers turn 65 in 2011 and continue to increase 65
age cohort

}  Rapid Increase in 75+ Householders from 2020 onwards
700,000

600,000

500,000

400,000

300,000

200,000

100,000

Source: Woods and Poole Economics, Inc.&rl. Friedman & Company
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Development Implications for Senior Housing

+ Niches come and go
1980s Continuing Care
1990s Assisted Living
% Ever in Nursing Care Declining

} Strong senior housing need once boomers become 75+
Independent Living
Continuing care and Assisted/Supportive Living
Mixed age
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Options for Aging

Belmont Village i
Oak Park

Classic Residences by
Hyatt 1 Glenview

Sunrise i Lincoln Park, Chicago . - Del Webb i Sun City i Huntley
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Reason to Go Green

2009 Builder/American Lives
NewHome Shopper Survey

+ Nearly half of newhome shoppers
will pay at least an extra $5,000 for
energyconserving features

+  Their favorite investments are high
performance windows, high
efficiency HVAC, and insulation that
exceeds code.

+ This is the secret weapon
homebuilders have to compete with
existing homeesales

7 S. B Fr:edman & Company
Real Es nd Development Consultant

COMPOMNENTS OF A TYPICAL
ENERGY STAR® QUALIFIED HOME
ol -

Effective Insulation

High-Performance Windows

Tight Construction and Ducts

Efficient Heating and Cooling Equipment
Qualified Heating Equipment

arwnhE
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Housing Market Conclusions

+ Age shifts will result in demand shifts for different
housing products

+ Market will respond with different product options
+ Public planning officials will need to respond

} Body politic may change their positions as kimge residents
seek to age in the community and their children try to return
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Potential Public Sector Response

1 Consider lower minimum unit and lot sizes

+ Allow for a mix of lot sizes and product types within a
subdivision/development

+ Plan for rental apartments and senior housing

} Continue strategy of encouraging townhomes and
condominiums in mixed use centers

} Encourage green/energgfficient homes
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Real Estate Economics
PublicPrivate Partnerships
Developer Solicitation
Development Management
Public Financing

Area Plans & Implementation
Fiscal & Economic Impact
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221 North LaSalle Street
Suite 820

Chicago, IL 60601

(312) 4244250
www.friedmanco.com
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