


Chapter VII
HOUSING DEMAND

Minneapolis housing development accelerated dramatically in the early part of this decade as a
result of renewed interest in living in the city. Between 2000 and 2007, over 10,300 residential
building permits were issued in Minneapolis. The largest number of building permits were
issued in downtown Minneapolis and along the Mississippi River. South Minneapolis was also
popular with most of those units being in the Uptown area. Construction of the LRT line focused
development interest on the Hiawatha LRT Corridor where permits for over 900 units were
issued.

Table 37

CITY OF MINNEAPOLIS AND MINNEAPOLIS-ST. PAUL METROPOLITAN AREA
BUILDING PERMITS; 2000 TO 2007

2000 2001 2002 2003 2004 2005 2006 2007
METROPOLITAN AREA
Units
Single Family 13,066 12,332 11,864 13,888 13,954 11,232 8,442 5,588
Multi-Family 4,710 5,838 8,342 7,414 7,401 6,389 4,169 3,188
Total 17,776 18,170 20,206 21,302 21,355 17,621 12,611 8,776
Distribution
Single Family 735 % 679 % 58.7 % 65.2 % 65.3 % 63.7 % 66.9 % 63.7 %
Multi-Family 26.5 321 413 34.8 347 36.3 331 36.3
CITY OF MINNEAPOLIS
Units
Single Family 182 245 279 368 284 224 226 116
Multi-Family 354 780 1,460 745 1,422 1,285 1,531 837
Total 536 1,025 1,739 1,113 1,706 1,509 1,757 953
Distribution
Single Family 340 % 239 % 160 % 331 % 166 % 148 % 129 % 122 %
Multi-Family 66.0 76.1 84.0 66.9 83.4 85.2 87.1 87.8
Percent of Metropolitan Area
Single Family 14 % 20 % 24 % 26 % 20 % 20 % 27 % 21 %
Multi-Family 7.5 13.4 175 10.0 19.2 20.1 36.7 26.3
Total 3.0 5.6 8.6 5.2 8.0 8.6 13.9 10.9

Source: Metropolitan Council and City of Minneapolis.

Minneapolis residential building permits increased from 536 units in 2000 to a peak of 1,757 in
2006, as shown in Table 37. Minneapolis captured 3.0 percent of Metropolitan Area building
permits in 2000, increased to 13.9 percent in 2006, and declined to 10.9 percent in 2007. During
the peak five-year period from 2002 to 2006, 7,824 residential building permits were issued in
Minneapolis for an average of 1,565 units per year. This represented 8.4 percent of Metropolitan
Area building permits. During this period, multi-family permits represented 82.4 percent of the
units.
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Map 31

HIAWATHA TRADE AREA MULTI FAMILY HOUSING
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Hiawatha trade area residential building permits totaled 856 units between 2000 and 2007, as
shown in Table 38. Multi-family units totaled 738 units or 86 percent. Single family, which
includes townhomes and twinhomes, represented 14 percent. Building permits began to
accelerate in 2003 following beginning of LRT construction. All of the multi-family units,
except West River Commons with 53 units, were located within about one-half mile of an LRT
station. The Hiawatha trade area captured 819 of the 7,038 building permits issued in
Minneapolis between 2003 and 2007. This was 11.6 percent of Minneapolis building permits
during that period. Multi-family construction began in 2005, after LRT service began. The 676
multi-family building permits issued between 2005 and 2007 represented 18.5 percent of
Minneapolis multi-family permits. The Minnehaha-Hiawatha Corridor study area captured 338
building permits or 50 percent of the Hiawatha trade area building permits.

Table 38

CITY OF MINNEAPOLIS, HIAWATHA TRADE AREA, AND MINNEHAHA-HIAWATHA CORRIDOR STUDY AREA
BUILDING PERMITS; 2000 TO 2007

2000 2001 2002 2003 2004 2005 2006 2007
City of Minneapolis
Single Family 182 245 279 368 284 224 226 116
Multi-Family 354 780 1,460 745 1,422 1,285 1,531 837
Total 536 1,025 1,739 1,113 1,706 1,509 1,757 953
Hiawatha Trade Area
Single Family 8 18 8 33 9 15 10 17
Multi-Family 3 6 53 * 114 311 251
Total 8 21 8 39 62 129 321 268
Minnehaha-Hiawatha Corridor
Single Family 5 2 1
Multi-Family 61 87 190
Total - - - 5 2 61 87 191
PERCENT
Hiawatha Trade Area
Single Family 44 % 73 % 29 % 9.0 % 32 % 6.7 % 44 % 147 %
Multi-Family - 0.4 - 0.8 3.7 8.9 20.3 30.0
Total 44 % 77 % 29 % 9.8 % 6.9 % 156 % 247 % 446 %
Minnehaha-Hiawatha Corridor
Single Family 152 % 222 % - % - % 59 %
Multi-Family - 0.0 53.5 28.0 75.7
Total - - - 152 % 222% 535 % 280 % 816 %

* West River Commons.
Source: Metropolitan Council and City of Minneapolis.

Multi-family development along the Hiawatha LRT line between 2003 and 2009 is contained in
Table 39. Of the 918 units planned for the LRT Corridor, permits have been issued for 883
units. The Minnehaha-Hiawatha Corridor study area accounted for 567 of these building permits
and the Corridor South area represented 351 units. Olin Crossings Il, with 35 units, is planned
for construction but no permits have been issued. The 46" & 46™ Condos was permitted for 27
units, but construction was halted due to slow sales.

Not all of the units that were planned or permitted have been completed. In the Minnehaha-

Hiawatha Corridor study area, 473 units have been completed and 391 units had been occupied
as of late summer 2008. Hiawatha Flats Il, with 61 units, is currently under construction and
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scheduled for completion in 2009. In the Corridor South area, 316 units have been completed
and 282 were occupied in late summer. Rental units are about 65 percent of the completed units
in the Hiawatha LRT Corridor and for sale housing is 35 percent.

Table 39

MULTI-FAMILY DEVELOPMENT ALONG THE HIAWATHA LRT LINE; 2003 TO 2009
26TH STREET TO 54TH STREET

Year
Building Open Planned Completed Occupied
CORRIDOR STUDY AREA
For Sale
Hiawatha Square 2004 16 16 16
42nd Street Lofts 2005 13 7 7
Hiawatha Court 2005 45 45 45
46th & 46th Condos 27 0 0
Cedar 28 2006 15 15 11
Greenway Terrace 2006 26 26 25
Corridor Flats 2007 36 36 25
Subtotal 178 145 129
Rental
Trinity on Lake (subsidized senior) 2003 24 24 24
Oaks Hiawatha Station 2005 61 61 60
Hiawatha Commons 2007 80 80 80
Hiawatha Flats | 2007 163 163 98
Hiawatha Flats Il (UC) 2009 61
Subtotal 389 328 262
Total 567 473 391
CORRIDOR SOUTH
For Sale
Minnehaha Place 2005 90 90 90
Olin Crossings-I 2007 49 49 40
Proposed
Olin Crossings-II n/a 35
Subtotal 174 139 130
Rental
Veterans and Community Housing 2006 140 140 127
Vantage Flats (Income Restricted) 2008 37 37 25
Subtotal 177 177 152
Total 351 316 282
SUMMARY
For Sale 352 284 259
Rental 566 505 414
Total 918 789 673

Source: McComb Group, Ltd.
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This represents actual absorption of units completed. This indicates that the Hiawatha LRT
Corridor has absorbed 648 units between 2003 and 2007, for a market share of 11.1 percent of
the 5,820 multi-family units permitted between 2003 and 2007. During the more recent period
2005 to mid-2008, the Hiawatha LRT Corridor has absorbed 633 units or about 180 units
annually.

Future Multi-Family Demand

Future demand for housing units in the Minnehaha-Hiawatha Corridor is based on household
growth in the Seven-County Metropolitan Area. Between 2000 and 2007, Metropolitan Area
households increased from 1,021,456 to 1,121,535, an annual growth rate of 1.34 percent.
Future growth is based on an assumed growth rate of 1.35 percent, which results in an estimated
1,136,675 households in 2008 and 1,152,021 in 2009. This is an increase of 15,346 households
from 2008. The City of Minneapolis is estimated to capture 8.5 percent of this growth.
Minneapolis capture is expected to increase to 9.0 percent in 2010 and 9.5 percent in 2011 as a
result of changing lifestyles stimulated by higher gasoline prices and a desire to reduce
commuting time and costs for some households. Assuming that the City of Minneapolis will
capture 8.5 percent of the increased Metropolitan Area households, results in 1,304 new
households in 2009. Annual household growth is estimated to increase to about 1,700 in 2020.
This represents stabilized growth potential, which can and will vary from year to year. Based on
current economic conditions, housing development is likely to be below stabilized development
potential for the next two years.

Multi-family demand is estimated at 85 percent of total housing demand in Minneapolis. Single
family demand is estimated at 15 percent or 196 units.

Table 40
MINNEAPOLIS HOUSING DEMAND; 2009 TO 2020

7-County Metro Area City of Minneapolis Multi-Family Single Family
Year Households Increase Percent Households  Percent Households  Percent Households
2009 1,152,021 15,346 85 % 1,304 85.0 % 1,109 150 % 196
2010 1,167,573 15,552 9.0 1,400 85.0 1,190 15.0 210
2011 1,183,335 15,762 9.5 1,497 85.0 1,273 15.0 225
2012 1,199,310 15,975 9.5 1,518 85.0 1,290 15.0 228
2013 1,215,501 16,191 9.5 1,538 85.0 1,307 15.0 231
2014 1,231,910 16,409 9.5 1,559 85.0 1,325 15.0 234
2015 1,248,541 16,631 9.5 1,580 85.0 1,343 15.0 237
2016 1,265,396 16,855 9.5 1,601 85.0 1,361 15.0 240
2017 1,282,479 17,083 9.5 1,623 85.0 1,379 15.0 243
2018 1,299,792 17,313 9.5 1,645 85.0 1,398 15.0 247
2019 1,317,340 17,547 9.5 1,667 85.0 1,417 15.0 250
2020 1,335,124 17,784 9.5 1,689 85.0 1,436 15.0 253
Total 198,449 18,621 15,828 2,793

Source: McComb Group, Ltd.

The Hiawatha LRT Corridor has captured about 20 percent of the Minneapolis multi-family
housing development, which is expected to continue for the near term. This would indicate
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stabilized potential for 222 units in 2009, as shown in Table 41. The share of City of
Minneapolis housing captured by the LRT corridor is estimated to average 20 percent through
2014 and then decline to 15 percent, as the Central Corridor LRT line opens and provides
alternative locations along a LRT line. Stabilized demand is estimated at about 230 units
annually for a total of about 2,750 units between 2009 and 2020. As indicated earlier,
development potential is likely to be lower over the next two to three years due to economic and
credit market conditions. The potential for single family households in the Minnehaha-Hiawatha
Corridor study area is very limited and based on past experience, would consist of one or two
units per year if sites were available.

Table 41

MINNEHAHA-HIAWATHA CORRIDOR
ANNUAL MULTI-FAMILY HOUSING DEMAND; 2009 TO 2020

City of Minnehaha-Hiawatha
Minneapolis LRT Corridor Corridor
Year Units Percent Units Percent Units
2009 1,109 200 % 222 550 % 122
2010 1,190 20.0 238 55.0 131
2011 1,273 20.0 255 55.0 140
2012 1,290 20.0 258 55.0 142
2013 1,307 20.0 261 55.0 144
2014 1,325 20.0 265 55.0 146
2015 1,343 15.0 201 55.0 111
2016 1,361 15.0 204 55.0 112
2017 1,379 15.0 207 55.0 114
2018 1,398 15.0 210 55.0 115
2019 1,417 15.0 213 55.0 117
2020 1,436 15.0 215 55.0 118
Total 15,829 2,749 1,512

Source: McComb Group, Ltd.
Of the multi-family housing that has been constructed to date, about 65 percent has been rental

and 35 percent for sale housing. This ratio between rental and ownership is likely to continue in
the future.
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Chapter VIlI

MINNEHAHA-HIAWATHA CORRIDOR STUDY AREA ASSESSOR’S ESTIMATED
MARKET VALUE

Real property located in the Minnehaha-Hiawatha Corridor study area had an assessed value of
over $336 million as of January 2, 2007. This is the value on which property taxes are payable
in 2008. Single family homes, townhouses, and zero lot line homes totaled $114.8 million or
about 34.1 percent of the market value. Condominiums, including apartment conversions and
new buildings, totaled $8.0 million or 2.4 percent of the assessor’s estimated market value.
Multi-family rental, estimated at $48.1 million, represented 14.3 percent of the assessor’s
estimated market value.

Table 42

ASSESSOR'S ESTIMATED MARKET VALUE

MINNEHAHA-HIAWATHA CORRIDOR STUDY AREA
(Taxes Payable 2008)

Estimated Market Value

Type Land Building Total Percent
Residential
Single Family $ 23,201,700 $ 89,087,500 $ 112,289,200 334 %
Townhouse/Zero Lot Line 373,600 2,157,400 2,531,000 0.8
Multi-Family
Two Family $ 4,603,800 $ 20,829,200 $ 25,433,000 7.6 %
Three Family 501,400 2,384,100 2,885,500 0.9
Condominium/Cooperative
Conversion 318,100 1,348,900 1,667,000 0.5 %
New 799,400 5,563,400 6,362,800 1.9
Multi-Family Rental 6,220,800 41,903,200 48,124,000 14.3
Subtotal $ 36,018,800 $ 163,273,700 $ 199,292,500 59.2 %
Commercial/Industrial
Commercial $ 35,406,700 $ 49,438,400 $ 84,845,100 252 %
Industrial 17,355,200 31,425,900 48,781,100 14.5
Subtotal $ 52,761,900 $ 80,864,300 $ 133,626,200 39.7 %
Vacant Land
Residential $ 230,900 $ 230,900 0.1 %
Apartment $ 796,800 796,800 0.2
Commercial 1,083,700 1,083,700 0.3
Industrial 1,365,100 1,365,100 0.4
Subtotal $ 3,476,500 $ - $ 3,476,500 1.0 %
Total $ 92,257,200 $ 244,138,000 $ 336,395,200

Source: Hennepin County Assessor.

Commercial/industrial property totaled $133.6 million or 39.7 percent of the assessor’s estimated
market value. Commercial property consisting of retail and office totaled $84.8 million or 25.2
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percent of the assessed value. Industrial property totaled $48.8 million and accounted for 14.5
percent of the estimated market value. Vacant land was a relatively small component, $3.5
million representing one percent of the assessor’s market value.

Mortgage Foreclosures

Mortgage foreclosures in 2007 and 2008 through April 10 in the Minnehaha-Hiawatha Corridor
study area are contained in Table 43 along with foreclosures for the Hiawatha trade area and the
City of Minneapolis. During this period, the City of Minneapolis had 3,112 foreclosures. Four
hundred or 12.9 percent were located in the Hiawatha trade area and 37 were located in the
Minnehaha-Hiawatha Corridor. Distribution of foreclosures in south Minneapolis is contained
on Map 32. The heaviest concentration of foreclosed mortgages is in the area south of 1-94
between Cedar Avenue and Nicollet Avenue. The density of foreclosures is lower in the
Hiawatha trade area.

Table 43

MORTGAGE FORECLOSURES: 2007 AND 2008 THROUGH APRIL 10
MINNEHAHA-HIAWATHA CORRIDOR, HIAWATHA TRADE AREA
AND CITY OF MINNEAPOLIS

Minnehaha-Hiawatha Hiawatha
Corridor Trade Area City of
Year Number Percent Number Percent Minneapolis
2007 32 15 % 310 142 % 2,183
YTD 2008 5 0.5 90 9.7 929
Total 37 1.2 400 12.9 3,112

Source: Hennepin County Website 4-16-2008.
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