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Some Questions You Muy Have

¡ lf land was added to an urban growth areal
boundary for an urban area in The Gorge,
what type and cost of housing would the
private market build and what would be the
price/rent?



Some Questions You Muy Have

t What effect would the new housing built in a
UGB expansion area have on the price of
existing housing, or on rents?

¡ lf zoning allowed it, what types of middle
housing might be built by the market in cities
in The Gorge? What kinds of families and

households would need and use that kind of
housing?

Some Questions You Mny Havc



Homeownership Decreasing For All Ages
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County Price to lncome Ratios above historical rates

Price to lncome Ratio of 3 is a "Normal" Rangie
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Cost Burdened = SÞending 30%+ of Gross Income on Housing

Cost burdening worst in areas with highest pr-ice increascs

Source: Sl. Louis aeder¿l Reeerye G[0fRED



U,S, renter cost burden increasing

r Moderately r Severely
60 30% - 50% of Gross lncome 50%+ of Gross lncome
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25% of renters nationally spend more than 50% of income on rent
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Quantify Underprod uction

Methodology:
Econometric model to estimate supply elasticity at the
state level

Calculate baseline through 2000

Estimate number of units in 2015 ¡f market were in
historic equilibrium (national benchmark)

Subtract forecast from the actual20l5 stock to
determine underproduction of units for each state

7.3 mrllron housing units under produced fr^orn 2000 to 20 I 5
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Price lmpacts fr^om Additional Pr-oduction over 20 years

o
Price Elasticity of Supply HOUSING PRICE REDUCTION

AFTER 20 YEARS OF ADDIT¡ONAI PRODUCTION
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R.atio of starts to household for-mation lower in OR
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Real Estate Development Economics

Understanding the Economics of Development

Entitlements/
Policies

Highest and

Best Use ," Rent vs.

Lonstructron Lost

Risk vs" rate of return
Capital is mobile



Construction and Permanent Financing
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Residual Land Value

Development Exømple (feosìble)
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Residual Land Value

Development Exømple (not feosìble)

Land Cost
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Land Value - Highest and Best Use
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The Marl<et Builds High-End Housing

LSOo/o

L2Oo/o

LOOo/o

Of MFI

94o/o

80o/o

600/o

tØ6

$2,440 MarketAverage
2 bedroom (Builtsince 2ot4)
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I bedroom (Built since 2ot4)

$ ¡,401

I bedroorlì (including utilities)
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AII I bedroom units

$ I,100
I bedroom (including utilities)

$82s
I bedroom (including utilities)

Compared to a 15% increase in

MFI from I bedroom to 2 bedroom

+ 46%

+ 28%
New Construction Rent
Higher than Market Average

City of Portland - Sept 2017 Source: Costar and HUD
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Cost of New Home Construction 2017
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F. S¡lcs Comn¡ission
G. Profit
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The Dalles 61.6%

48.4%Hood
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Gorge Real Estate Overview

Median
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Land Use Restrictions

Toning Capac¡ty

Econom¡cally Feasible

Policy Options - Increase vs, Decrease Supply

lncrease Decrease

Streamline/shorten perm itting

lncrease density inTOD areas

Density bonuses

Tirx abatements
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Construction Excise Tax

Height/density limits

Residential conversion restrictions

Replacement of industrial space



Rural Options

lncrease supply

Tax vacant land or land bank ø
Stream line/shorten permitting ø
Eliminate/reduce parking requirements

AllowADUs

Density bonuses

Establish "by-righf' development ø

Urban Growth Boundary expansion

l.Local Zoning and Regulatory Constraints
. By right zoning in transit corridors
. ADU fee waivers

2.Local I nfrastructu re Fu nd ing

3. Land Ban ki ng Authorities

4.Construction Defect Laws
. lncreases Condo Construction Costs

5.Low lncome Housing Tax Credits (unoer 60% MFr)

Middle lncome Housing Tax Credít (60 to 1-00% MFI)

ø

lncrease density inTOD areas

Tax abatements ø

Policy Options to lmprove Affirrdability

6.Mortgage I nterest Deduction Reform



Some Questions You May Have

r lf land was added to an urban growth areal
boundary for an urban area in The Gorge,
what type and cost of housing would the
private market build and what would be the
price/rent?

Would build the type of housing currently being developed.

Single Famil¡ detached homes, with average price of $400k

Recent Portland Metro UGB expansions havent delivered the
expected number of new units. 27,000 acres since I 998, produced
11,000 permitted units of expected 67,000 (16% of total)

I What effect would the new housing built in a
UGB expansion area have on the price of
existing housing, or on rents?

lncreasing the supply of housing will put downward pressure on
price of housing.

Calculating the supply elasticity for a market will estimate how
much of an impact price adding new supply will have on prices.

Some QuestionsYou Muy Have



Some Questions You Muy Have

r lf zoning allowed it, what types of middle
housing might be built by the market in cities
in The Gorge? What kinds of families and

households would need and use that kind of
housing?

Missing middle housing is the most difficult type of housing to
finance.

Given the challenges of small scale development,ADUs/cottage
homes are the most likely form of development.

They would primarily serve the vacation rental market, but could
also serve single householders, and couples without children.

wilkerson@econw.com
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