Future Real Estate Issues

Lakeville Vision Task Force Meeting

March 21, 2013, Lakeville City Hall

Presented by
Christopher Galler, CEO
Minnesota Association of REALTORS




The society is continually evolving







TV SHOWS
TOP 10 LIST FOR Week of March 4 2013
RANK PROGRAM NETWORK RATING VIEWERS (000)
1 NCIS cBS 12.9 20,812
2 THE BIG BANG THEORY CBS 105 17,627
3 NCIS: LOS ANGELES CBS 10.0 16,240
4 PERSON OF INTEREST cBS 9.1 14,572
5 TWO AND A HALF MEN cBS 8.3 13,542
6 AMERICAN IDOL-THURSDAY FOX 7.8 13,121
7 AMERICAN IDOL-WEDNESDAY FOX 7.7 12,836
8 60 MINUTES CcBS 75 11,585
9 AMERICAN IDOL TUE SP-3/5(S) FOX 7.0 11,724
10 BLUE BLOODS cBS 69 10,722

Source: Nielsen, Primetime Broadcast Programs. Viewing estimates on this page include Live viewing and DVR playback on the Same Day, defined as 3am-3am. Ratings are the

percentage of TV homes in the U.S. tuned into television




TV is a reflection of society

*Try to find a “nuclear family” today?

sShows are dominated by single people
“Children are rarely a focus of programs
"Decline in Married couples with children
sSignificant growth in single persons with kids

What does that have to do with real estate/housing?
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A Changing American Dream

= Rapidly aging population

* Fewer married couples with children

= More singles and singles with children
= Growth in minority populations

" Greater economic and educational diversity

* Fewer homeowners

= Significant changes in consumer behavior




Dakota/Lakeville will continue to grow
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Growth is easier to manage than contraction




MN Household Formation, Housing Permits, & Construction Employment
History and MMB Forecast
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Source: MN Department of Employment and Economic Development (DEED), MN State Demographic Center,
MN Manasgement & Budget (MMB)

MMB economists estimate improving job growth and strengthening household formation
rates will help absorb most, if not all, of the excesses into the market by 2013. These are
principal assumptions behind the February 2013 outlook for residential building permits
and construction employment.
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February 2013 Minnesota Financial Report

Housing Starts
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The housing recovery finally seems to be under way. Inventories of unsold homes are falling
quickly, home prices are rising, and housing starts are trending upward. GII expects a the
housing recovery to confinue over the next three years.
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In December, the Federal Reserve moved to replace the expiring Operation Twist with an
expansion of its quantitafive easing (OE) program and said it will continue buying bonds until
there is a “substantial improvement” in the job market.
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Source: Buresu of Economic Analysis, Nagoral Bureau of Economic Research. and Global Insight

The federal budget deficit in fiscal 2012 narrowed to $1.1 tillion (7.0 percent of GDP), from
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about $1.3 mrillion (8.7 percent of GDP) in fiscal 2011. As fiscal policy tightens, GII expects the
budget deficit to decline finther to $864 billion (5.4 percent of GDP) in fiscal 2013.




February 2013 Minnesota Financial Report

Total Non-Farm Employment

8% Percent Change Annual Rate
Forecast

Source: Bureau of Labor Statistics, MN Management & Budget, National Bureau of Econontic Ressarch, and Global Insight

The February 2013 forecast for Minnesota's economy expects job growth to remain modest. After
increasing 1.7 percent in 2011 and 1.6 percent in 2012, Minnesota’s employment growth is

Jorecast to ease to 1.4 percent in 2013, before accelerating to 1.8 percent in 2014.




Wage and Salary Disbursements
Percent Change vs. Year Ago
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Source: Bureau of Economic Analysis, MN Management & Budget, National Bureau of Economic Research, and Global Insight
Preliminary labor market data and income tax withholding collections suggests Minnesota’s
nominal wage and salary income surged during the fourth quarter of 2012, boosted by a sharp

acceleration of bonus payments and other irmegular pay in anticipation of changes to individual
income tax rates in 2013.




Shocking figure — 57% of households have less than $25,000
in total savings & investments excluding their home

Bleaker Outlook
Workers are losing confidence that .as their life expectancies rise’
they’ll have enough money in retirement..
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Sources: Employed Benefit Research Institute; Mathew "Life expectancies of people turning 65 each year based on 2000 and 2012 projections

Greanwald & Associates Inc. (confidence); Mercer
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59% of MIN buyers are age 25-44 yrs.

AGE OF HOME BUYERS, BY REGION
(Percentage Distribution)
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AGE OF FIRST-TIME AND REPEAT BUYERS

(Percentage Distribution)

Minnesota

All Buyers First-time Buyers Repeat Buyers
18 fo 24 years 5% 12% -
25 to 34 years 37 : &7 16
35 to 44 years 22 10 31
45 to 54 years 15 5 21
55 to 44 years 15 5 22
65 to 74 years 4 1 6
75 rs or older 3 1 5




RACE/ETHNICITY OF HOME BUYERS, BY REGION

(Percent of Respondents)
BUYERS WHO PURCHASED A HOME IN THE

Minnesota u.s Northeast Midwest South West
White/Caucasian ) _ 93%  85% 89% 92% _ 84% _78%
Il-hspumc!l.uhno N ) 2 7 3 2 il 12
Bluck!Afncun-Amencun ) 2 4 3 3 7 2
Asia m'Paclftc Isla nder . 3 4 - 3 3 8
Other 2 2 2 1 2 3

Note: Respondents were permitted to select as many races and ethnicities as they felt applicable.

The percentage distribution may therefore sum to more than 100 percent




RACE/ETHNICITY OF FIRST-TIME AND REPEAT BUYERS
(Percent of Respondents)

Minnesota

All Buyers First-fime Buyers Repeat Buyers
White/Caucasian 93% 21% 95%
Black/African-Americen 2 ey 2
Asian/Pacific Islander 2 4 ]
Hispanic/Latino 3 2 © W 2
e e e s s S :

* Less than 1 percent

U.sS.

All Buyers First-time Buyers Repeat Buyers
White/Caucasian 85% 77% 0%
e - e =
Bluq‘!gkfncd'ﬁ' Amencun ....... R z 3
Asian/Pacific Islander 4 7 3
Other ; 2 3 2

Note: Respondents were permitted to select as many races and ethnicities as they felt applicable.

The percentage distribution may therefore sum to more than 100 percent




NATIONAL ORIGIN OF HOME BUYERS, BY REGION
(Percentage Distribution)

BUYERS WHO PURCHASED A HOME IN THE

Minnesota U.S. Northeast Midwest South West
BominVS. 6% 0% 0% N %4m 9K 8%
Not born in U.S. 4 10 10 é 9 14

PRIMARY LANGUAGE SPOKEN IN HOME BUYER HOUSEHOLD, BY REGION
(Percentage Distribution)

BUYERS WHO PURCHASED A HOME IN THE

Minnesota u.s. Northeast Midwest South West
English 8% 96% 7% 98% 95% 94%




FIRST-TIME HOME BUYERS
(Percent of all Home Buyers)

Year Percentage
2001 42%
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In MIN: 41% of First-time Buyers are Married Couples or Single

" FIRST-TIME HOME BUYERS

Minnesota (Percentage Distribution)

Married couple A% .

Single femaie 54% Minnesota

Single male 17%

Unmarried couple 14% Other, 4%

Other A% Unmarried Married
couple, 14% couple, 41%

U.S. /

Married couple 5%

Single female 19%

Singlemale 11% | single male,

Unmarried couple  14% 17%

Single female,

_ couple, 55%




Minnesota

Married couple 69%
Single female 16%
Single male 10%
Unmarried couple 5%
Other 2%
U.S.

Married couple 72%
Single female 14%
Single male 8%
Unmarried couple 5%
Other 2%

Single female,
14%

REPEAT HOME BUYERS
(Percentage Disinbution)

Minnesota

Single female,
16%

Married
couple, 69%

Married
couple, 72%




Children Under the age of 18 residing in the home

: FIRST-TIME HOME BUYERS
Minnesota (Percentage Distribution)

% Minnesota
Three or more

u.sS.

Two
Three or more
None

None, 63%

Uss. Three or more,

2%




Minnesota

One 18%
Two 23%
Three or more 10%
None 40

u.s.

Two

Three or more

MNone

Children Under the age of 18 residing in the home

REPEAT HOME BUYERS
(Percentage Distribution)

Minnesota

One, 18%

Two, 23%




HOUSEHOLD INCOME OF FIRST-TIME AND REPEAT BUYERS, 2011
Farcantage Tistnbationt
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Figure 5-2
Median Income by Household Type (2008)

Pop. Household Income
10 $120567 & Over
9 80,037 — 120,566
8 68.697 — 89,936
7 53,315 — 68,696
6 41,161 - 53314
5 31,690 — 41,162
4 23,692 - 31,689
3 16,279 - 23,601
2 0,796 — 16278
1 0,705 & Under

.._ m\t $87.126
ﬂ $82 541

.
. N $39.122

4 I
_h $25,805
3"*—1‘ $25219

l
$25,050

1 /

Source: 2011 MN Dept. of
Revenue Tax Incidence Study




Percentof All Households

Figure 5-1
Family Type by Population Decile

100%
< O Single Not
90% Seniors
L] d
o B Single
70% - Seniors
60% - O Married
Seniors
50% -
A B Married No
40% - Children
0
0% @ Single Parent
20% - XXX with Cluldren
10% - @ Married with
E Children
00./0 L A3
1 2 3 4 5 6 7 8 9 10
Population Decile

Source: 2011 MN Dept. of Revenue Tax Incidence Study




Figure 5-3
Housing Status by Population Decile

100% % XXX
@ Other
B Renter
O Farmer

B Homeowner

Percentof All Houscholds

1 2 3 4 5 6 7 8 9 10
Population Decile

2% . . - i3 " -

In this study, farm houscholds are defined as those living on tarm homestead property. so every farmer owns a
home. This defimition excludes active farmers who farm only rented land or do not live on a farm homestead. The
home ownership rates cited in this chapter include both farm and non-farm homesteads.

Source: 2011 MN Dept. of Revenue Tax Incidence Study
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NUMBER OF HOMES CURRENTLY OWNED, BY AGE
(Percentage Distribution)

Minnesota
AGE OF HOME BUYER

AllBuyers 181024 25to44 45t0é4 45 orolder
One 82% 100% 85% 77% 77%
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EXPECTED LENGTH OF TENURE IN HOME PURCHASED, FIRST-TIME AND REPEAT
BUYERS, AND BUYERS OF NEW AND PREVIOUSLY OWNED HOMES
(Percentage Distribution)

Minnesota
BUYERS OF

Previously
First-time Repeat New Owned

All Buyers Buyers Buyers

lyearorless 1% 1% =
dto7years AT s
léormoreyears 24 21 .2
Don't Know 40 36 42

i
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Median 15 10 15




EXPECTED LENGTH OF TENURE IN HOME PURCHASED, BY AGE
(Percentage Distribution)

Minnesota
AGE OF HOME BUYER

All Buyers 1810 24 25 to 44 4510 44
lyearorless L OB 1B ] 0% @3B
2to3years 220
4to7years 4 5 & 2 0
8toloyears 14 16 18 Al 10
ltol5years 7 o & 8 23
léormoreyears 24 16 24 3 7
Don't Know | 40 26 Y, 44
Median 15 6 10 20

* Less than 1 percent




TYPE OF HOME, PRIMARY RESIDENCE AND SECOND HOME
(Percentage Distribution)
Minnesota
BUYERS WHO PURCHASED A
Non-primary
Primary Residence/
All Buyers Residence Second Home
Detached single-family home 73% 73% 445
= ,’roﬁ"ﬂau SeEee S i 5
Apartment/condo in building with § or more units D o 22
Duplex/apartment/condo in 2 fo 4 unit building 2 2 11
st St it eSS = =
U.sS.
BUYERS WHO PURCHAZSED A
Non-primary
Primary Residence/
All Buyers  Residence Second Home
Detached single-family home 79% 80% 62%
Townhouse/rowhouse 7 7 6
A-pnrirnoni!cﬁndn ;qllhg_ildlﬁg with Sor more "umh” ----- 6 " IIIIIIII 5 13
Dupiexfupnrimeni:‘condo in 2 fo 4 unit bu;ldlng 2 2 7
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A Changing American Dream

= Many more seniors — without/limited resources

* Fewer married couples with children — the best demographic for housing
= More singles and singles with children — a financial challenge

= Growth in minority populations — low homeownership rates

= Greater diversity — economically and educationally

* Fewer homeowners, less government involvement in housing

= Less personal responsibility, more government dependence

= Significant changes in retailing, medical and most job functions




Micro Considerations

"Housing for today with an eye toward tomorrow
= Married couples with “Big Box” homes to sell

= Government housing policies & homeownership
=Senior population wanting to “age in place”
= Health care workers, Transportation and Housing

= Big Box retail vs Online retail

= Diminishing tax revenues / exploding service demands




Questions, comments, concerns

S
o
©
—
o
=
@
o
—
c
S
9
Q
‘©
00
(O]




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.5
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 100
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 100
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 10
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 10
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 10
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 10
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 300
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU ([Based on '[Smallest File Size]'] Use these settings to create Adobe PDF documents best suited for on-screen display, e-mail, and the Internet.  Created PDF documents can be opened with Acrobat and Adobe Reader 6.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToRGB
      /DestinationProfileName (sRGB IEC61966-2.1)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PageMarksFile /RomanDefault
      /PreserveEditing false
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


