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Overview

* About the building permit survey

* |s the Twin Cities region mirroring national residential development trends?

— Supply
— Type of housing
— Location

® Discussion
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About the bullding permit survey




Buillding permit survey

* Data collected by the
Council annually since 1970

* Developed in collaboration
with local governments

e \/alidated with federal
sources, other Councll

datasets

e 2017 response rate: 96%

COMMUNITY PROFILES

data on population, employment, income and poverty, housing, commuting, land use and development.
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2017 findings

* |Largely echo our previous reports:

Residential development is up: the
region permitted a net gain of 15,226
units in 2017 (up 11% from 2016)

Multifamily remains the predominant
housing type (60% of added units)

Minneapolis outpaced other places
(+2,284 additional units in 2017), but
development is happening across the
region

Source: Metropolitan Council Building Permit Survey.
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Exploring regional issues that matter
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September 2016

On the Rise: New Residential Construction in the Twin Cities Region

Key findings

Each year the research team at Metropolitan Council asks cities and townships across the Twin Cities region
about the building permits they've issued for new residential construction projects.! Homebuilding activity and the

types of homes constructed is one measure of the health of the region's housing market. Currently, our real estate

market is considered “tight," that is, a low vacancy rate, rising sale prices and rents, and fewer existing homes for
sale. Adding new units to the region's housing stock helps to expand housing options.

Our
findings

What is the current level of new
residential construction in the
Twin Cities region?

Where is new residential
construction taking place in the
Twin Cities region?

What types of new housing are
being built in the Twin Cities
region?

The Twin Cities region permitted
the highest number of new housing
units in 2015 since 2009, an
encouraging sign for our regional
housing market.

Compared with other large metro
areas however, homebuilding in the
Twin Cities looks average at best—
our "peer” regions have outpaced
us since 2010,

Page 2

Prior to the recession, Emerging
Suburban Edge and Suburban Edge
and edge communities permitted
much of the region's new housing.
Since 2010, however, Urban Cen-
ters, especially Minneapolis, have
emerged as places with the highest
levels of new residential construc-
tion. Some of the region's smaller
cities are building a relatively high
number of new homes as well.

Pages3&4

During and after the recession, the
demand for rental housing soared,
and multifamily housing (build-
ings with five or more units) has
become the predominant housing
type of new construction in the
region since 2010. Urban Centers
permitted most of these new build-
ings, many near transitways. New
single family home construction is
slowly returning to the region.

Pages 5 &6

New housing permitted in 2015

Nearly 12,800 new housing units were permitted across the Twin Cities region in 2015—the highest annual total
since 2009. The majority of permitted new housing are "attached"—mostly apartments, with a small number of

townhomes, duplexes, and triplexes (Figure 1).

FIGURE 1. OVERVIEW OF NEW HOUSING UNITS PERMITTED IN 2015

Townhomes

Just over 550 new townhomes were
permitted in 2015, a drop from recent totals.

METRO

Single family homes 22
Nearly 4,800 new single family homes
were: permifted in 2015—the highest

annual total since 2006.

Multifamily

Just over 7,400 new apariments were
permitted in 2015, The majority of
these new urits (77%) came from 34
high-density properties that each had
at keast 100 units.

Metropolitan Council | metrocouncil.org/metrostats
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Permitted units: How many?

1970-201.6 n 2017-
average: 15 650
15,319 units '
units

per year

Source: Metropolitan Council Building Permit Survey. METROPOLITAN
Data reflect new construction only. GG NG T
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Components of supply

* Previous chart: just new construction (data for 1970 onward)

* Other kinds of permits also affect the housing stock

— Demolitions
— Conversions from (or to) commercial uses
— Remodeling that adds or subtracts units

* All subsequent slides: net housing change (data for 2000 onward)
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Components of supply

Added units 15,226
New construction 5 08 13,709 e
Conversion 11,107 p— 11,847 g2

— I
Other addition , —~—
6,033
Lost units 2,200 gl
"= —
2010 2011 2012 2013 2014 2015 2016 2017

A

Source: Metropolitan Council Building Permit Survey. METROPOLITAN
“Net change” is the total added units minus the total lost units. AR T R i



Net change: How many?

2000-2016 In 2017:
average: 15,226

12,733 units units
per year

Data on net change not available before 2000

Source: Metropolitan Council Building Permit Survey. ME'FRT%&?I’AN
Data reflect net change resulting from all types of permits (including demolitions). G0 U ONTCT L




Is the region mirroring national trends?




National trend sources

AMERICA'S RENTAL HOUSING 2017

United States"”

ensus

National Association
of Home Builders
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REPORT

Unpacking the “housing shortage” puzzle T—ob |~sesmacns I,

How does housing enter and exit supply?

Jenny Schueiz and Cecile Murray - Wednesday, April 25, 2018
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Residential development trends

SUPPLY
There Is a housing shortage, which may push up \/ ?
housing costs. '

TYPE
Growth in multifamily development has peaked. ‘/ ?

LOCATION

Net growth and market activity is largely taking place in ‘/ P,
suburban areas. "
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Housing unit growth: Peer regions

23,/ %

Divide these
9

How far

nehind IS

nousing 13.7%

orod_uction 12.6% 11 5%

relative to the 0.3%

population 10.5% 7.7%

growth rate? 9.8% 87%  8.7%

15.2%
17.3% 14.1%

9.3%
5.3%

7.3%
5.9%

0 380 3.8%
2 204

AUS DFW CLT DEN SEA PDX ATL MSP SFO BOS

Housing unit change (2010-2017)
«Population change (2010-2017)

Source: U.S. Census Bureau Population Estimates Program. Population growth rate includes only people in
13 households.
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Housing unit growth: Peer regions

AUS DFW CLT DEN SEA PDX ATL MSP SFO BOS PIT CHI

[housing growth
exceeds
population growth]

How far behind
IS housing
production
relative to the
population
growth rate?

Source: U.S. Census Bureau Population Estimates Program. Population growth rate includes only people in METROPOLITAN
14  households. g ol U NWE L



How far behind are we?

Additional

| units needed
Units added since 2010 Census for 5%

(current vacancy rate = 4.0%) vacancy rate

17% Urban

40% Suburban

29% Suburban Edge

14% Emerging Suburban Edge

A

Source: Metropolitan Council, 2017 preliminary housing stock and household estimates. MEﬁOFOLiT&N
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Net change: How many?

An extra
13,400
units

2000-2016 average:
12,733 units per

year

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017/

A

Source: Metropolitan Council Building Permit Survey. ME'FRTOFOi?I’AN
Data reflect net change resulting from all types of permits (including demolitions). GG NG T
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Residential development trends

SUPPLY

There Is a housing shortage, which may push up ‘/
housing costs.

TYPE
Growth in multifamily development has peaked. ‘/ ?

LOCATION

Net growth and market activity is largely taking place in ‘/ P,
suburban areas. "
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Comparing forecasts and housing production

* Forecasts of the “next 370,000 * Net change In housing units,
housing units” 2010-2040 2010-2017

Multifamily and attached Multifamily and

attached
64%

A

Source: Metropolitan Council Regional Forecast and Building Permit Survey. METROPOLITAN
0 U Mg | L
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Housing types

24,500
Share of total
19,500 net change,
2010-2017
14,500
36%
-1%
9,500
7%
4,500
58%

72004 2005 2006 2007 2008 2009 ROIONINZOTINNZ0I2NN201SNN2014NN2015 201612017

m Single-family detached Duplex/triplex/quadplex
® Townhomes m Multifamily /5 g

Source: Metropolitan Council Building Permit Survey.
19  Data reflect net change resulting from all types of permits (including demolitions).
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The “missing middle”

* Not much construction of relatively affordable options

* Townhomes
— 2000-2009: 1/3 of all single-family permits
— 2010-2017: 1/6 of all single-family permits
* Duplex/triplex/quadplex
— Net loss In each of the last 11 years (-1,314 units total)
— Wiped out gains in 2004-2006

* Accessory dwelling units (ADUS)
— 2016: 29 permits reported
— 2017: 27 permits reported

A

Source: Metropolitan Council Building Permit Survey.

. h » METROPOLITAN
Data reflect net change resulting from all types of permits (including demolitions). ( L
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Residential development trends

SUPPLY

There Is a housing shortage, which may push up ‘/
housing costs.

TYPE
Growth In multifamily development has peaked.

v

X

v

LOCATION

Net growth and market activity is largely taking place in ‘/ P,
suburban areas. "
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Community designations

Average

16,000 - share of net
change,
2010-2017
12,000 - 4%
41%
8,000 -
28%

4,000 -

27%

2010 2011 2012 2013 2014 2015 2016 2017
Rural Service Area

Suburban Edge and Emerging Suburban Edge

Urban & Suburban E

= Urban Center

Source: Metropolitan Councll _Building Permit Survey. o | N METROPOLITAN
2o  Data reflect net change resulting from all types of permits (including demolitions). g e U N | L




Net housing change by community

Net change in units, 2017

50 -99
Less than 50 units
No additions or loss

Source: Metropolitan Council Building Permit Survey, 2017.

Data reflect net change resulting from all types of permits
(including demolitions).

A

METROPOLITAN
e g U N ‘€ | L

23




Cities with largest net change in 2017

Minneapolis l
Lakeville

Apple Valley

Golden Valley
Eagan
Woodbury
Minnetonka

Saint Paul

Plymouth

Edina \

(500) 500 1,000 1,500 2,000 2,500

= Multifamily (5+ units) = Single-family detached - Other attached 4

Source: Metropolitan Council _Building Permit Survey. o | - METROPOLITAN
>4  Data reflect net change resulting from all types of permits (including demolitions). ol < DS T B




Uneven development within communities

Net Change in units,

2015-2017
100-249
| \d 9-99
PR Added 10 units or less
N \y_ = = Unit loss
I .
) e B =
j I
A et k
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2017 Development density by housing type

Single —8

family

detached . .

1.01to 2.7
Up to one unit
26 No SFD permitted

Attached - 1

units
o~ 1 . |
i 4 1 1
8] E ( G|
¥ NNEPINy [=2-

e

‘.5-?;?:'. | ,.-l"'l‘r
a ixg . {

rn
=

S I \

) i B N

0 15 30 Qﬁi j
] '

Miles o eenls

100 to 360 units per acre

_____ 33./1t0100 .
20.01 to 33.7
Up to 20 units

No attached permitted

Source:
Metropolitan
Council Building
Permit Survey.

Data reflect new
construction only.
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Residential development trends

SUPPLY

There Is a housing shortage, which may push up ‘/
housing costs.

TYPE
Growth In multifamily development has peaked.

v

X

v

LOCATION

Net growth and market activity is largely taking place in ‘/ x
suburban areas.

A

Lfj.«mET"?ll:]:JPt::)LlTAN

e e T NEG ] L




Conclusions

* \WWe need more housing.

— Residential construction is still rising, but not enough to keep up with our growing
population

* Multifamily construction continues to outpace single-family detached
construction—consistent with the Council’s long-term expectations.

* Strong growth In both the developed “core” and the developing edges of the

A

region
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We need more housing. (Team)

Presenters Other contributors
Matt Schroeder Deb Conley
Matt.Schroeder@metc.state.mn.us

Joel Nyhus
Krysten Ryba-Tures

Krysten.Ryba-Tures@metc.state.mn.us  Too many Information Services staff to
list individually!
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