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Downtown Housing Market: Exceeding Expectations

The continuing effects of the downturn in the national economysorbes.com also ranked Nashville 19th out of 100 metropolitan

especially in the housing and financial markets, coupled withaar eas as one of MAAmerica's Fas

natural disaster a historic flood in Mayi have presented nu-  diversified industries and relatively stable housing that give resi-
merous challenges in downtown Nashville and throughout the dents a measure of economic secftity.

region. However, the downtown residential market has proven
to be resilient, yielding consecutive increased sales rrtonth
month over the first two quarters of 2010.

Nashville continues to receive top rankings for its residential
environment. Two studies revealed that Nashville was in Amer-

Nashville Housing MarketAlthough much of the nation contin- Nashville in the top 100andMe n 6 s Jnagazine reamed it
ues to face depressed economic climates and declining housire of the top 25 cities.

mar kets, Nashvilleds overall
tively strong. According to home sales data released in July b
the Greater Nashville Association of Realtors, the local housin
market has not only stabilized, but has shown increases in ho
sales for nine consecutive months. This is encouraging news

considering that prior to the last nine months the local market

had not experienced positive home sales growth in 35 months
or since October 2006.

ave shown signs of recovery in 2010. Fifty units were sold in

gnuary 2010 compared with five units in January 2009, a 900%
Increase. The first quarter this year yielded 77 closings com-
pared with 19 in 2009, a 305% increase. Total closings in 2009
were 166 compared to 131 closings in just the first six months of
this year®

Economic growth in downtown retail, a strong indicator of the
%?nomic vitality of an area, continues into 2010. Twenty
ocal, regional and national retailers have announced or opened

While tools such as the homebuyer tax credit and low interest
rates have served as a stimulus to reverse the downward tren

home sales, the strong local economy should also be acknowlin the first two qugrters of this y/e%r.rSeventeer}\Pg tgehretaile‘sl

edged as an underlying force re'local :Emg deveral alfeddy Have'aStiong presence in the
nomic strength was recognized by POLICOM Corporation in it ' Y 9p

annual economic strength ranking for 2010. Nashville ranked _ashyllle area. The fact that retaller§ are opening r_nultlple_ laca-
tions in the Na;h\élllre mzlarlietsempr{}?s%er? tghe|r confidence in the

#13 out of 366 met r-teypndendencyto &4 &8
consistently grow in both siZe AR guality. o Because this
measures twentthree different economic factors over a twenty Another indicator of the state of the downtown market is the
year period to create the rankings, the end choices reflect areagst and scope of projects underway in 2010. Construction has
that have the best economic fOUndationS, and not the latest or will be Commencing this year on at least nine pub“c and
trendy hot spots or boom towhs. private development projects with a total investment of over

$680 million.

! Greater Nashville Association of Realtddsj ne6s Fi ne: J Jdume20lftprewwsgmdrergs Up ,
2poLicom Corporation2010 Economic Strength Ranking Press Relddss 13, 2010.

3Forbes.com,Amer icads Fast e dNoventber20Ox er i ng Citi es
RelocateAmerica.coni Amer i ca6s Top 100 Aprl20o2@18. to Live in 2010, 0
Menb6s JdBersnalPl aces MawchlB,i201@ in 2010, 0

RealTracs Property Search, http://www.realtracs.net.
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Downtown Residential Overview

Figure D ProjectionsDowntown Residents
2009 2010 2011

Downtown Nashville was void of residential zoning until the mid -

19906s, causing it to be decafashvillhnehj nd4986t her510% t|i £3836i|n do
residential development as can be seen in downtown resident angviemphis 22,000 23,013 23,450
housing units numbers (Figures 1 and 2). Currently, peer cities s .

as St. Louis and Charlotte have over twice the number of downtopw Louis 11,800 12,500 12,700
residents, and Memphis has over four times the number. Charlotte 14,686 15,377 15,918
Because downtown Nashville was lagging behind other cities in resigure 3 Projections Downtown Housing Units

dential development, once the tools and momentum were in placs 2009 2010 2011
move forward, many developers planned and executed projects the -

delivered a significant amount of product around the same time pgyashville 3,445 3,713 3,822
riod. This resulted in the market being flooded with units at one tirJrMemphis 12,452 13,385 13,795
causing it to appear overbuilt, when in fact it was only a timing is- st. Louis 7.816 8,149 8,279
sue. Growth in the number of available units jumped 39% in 200

with 905 units Coming on the market at once. (Figure 3) Unit E::?:tﬁ:tperovided by: Charlotteltg;](;eznir DowntownJ;?I,_Ziiartnersh::;aol\,llfrg)?is
growth in 2010 will be 3% with one rental project delivery. There city center Commission, (uly, 2010) ' '

are no units scheduled for delivery in 2011.

Over the past decade, downtown residential development has beehigure 3 Downtown Nashville Housing Growth

product of the demand for urban living options. Developers and . . 0
buyers of downtown housing units had access to financing until th (EH LIS S i )
national economy went into recession mode, producing job losses, 2006 1,802 539 30%
tightening of credit markets, foreclosures, and inevitably the declipe

of projected residential wunit| gr 8@t h |ra23éls [of8 cil|t iO038% Nas
cities were not immune to the slowing housing sales over the past o
year few years, and population estimates for comparable cities hag 2008 2,349 905 39%

to be scaled back across the board. Developers put projects on hold 2009 3,254 459 14%
once the recession began in 2008 due to lack of available financing

and a deceleration in the sales sector. As a result, cities did not de-____2010 3,713 109 3%
liver previously projected housing units in 2010 or 2011. There Estimated 2011 3,822 0 0%

will only be a 3% increase in housing units in Memphis and Nash-
ville from 2010 to 2011, and even less for St. Louis (1.6%) and

Charlotte (.6%). Figure 4 Rental Occupancy Rate

2010
Compared with other cities, Nashville holds the lead in rental occUyashville 95%
pancy rates. (Figure 4) A survey of property mangers was conducfed hi 920
in July 2010. The survey evaluated a total of 975 units in 15 propet emphis >
ties. One rental property (74 units) that was damaged in the May St. Louis 89%
flood was excluded from the survey. This rate also does not includeharlotte 85%

for-sale properties that have been rented out by their owners.

Condominium unit at Church Street Lofts Clubroom at Viridian Condominiums, 31st floor
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Downtown Housing Categories

There are currently 3,713 residential units of which 28 percent are rental, 66 percent are condo, and 6 percent andysingts.fa

At present, the estimated downtown residential population is 5,048. Over the last decade, downtown has seen a 158% populatio
growth. (Figure 5) This is over twelve times the growth in Nashville, over fourteen times the growth in the Nashville MSér and
thirteen times the growth in the State of Tennessee over the same time period.

Population Growth y10[0]0) 2010 % Growth
Downtown 1,960 5,048 158%
Nashville 569,891 642,166 12.6%
Nashville MSA 1,453,577 1,606,719 11%
[Tennessee 5,689,283 6,353,052 11.6%

Source: Nashville Downtown Partnership, Nashville Area Chamber of Commerce, 2010  Figure 5

Rental Market

There are currently 1,049 rental units within 16 properties in downtown Nashville. Rental units make up 28% of downtognn hous
Since the beginning of 2000, 275 new rental units have been added to the downtown inventory, and another 109 unitedill be ad
by the end of 2010. This most recent rental project to deliver downtown was The Stahlman in 2006 with 142 units. Apathier 272
rental project is in the pipeline for future development, although it is uncertain when this project will be deliveratiurRent

make up only 10% of total units delivered to the downtown market since 2000.

The boom in the housing market from 262006 as well as the availability of financing for both developers and buyers and the de-
mand for urban living options in a downtown residential market in its infancy provided great opportunity for developkt$do bu
sale housing. During these years, developers were bypassing the rental market to fill the market demand for purclydase propert
downtown.

Downtown apartments have had some of the highest occupancy rental rates in the Greater Nashville area in recent yaans. Occup
rates have remained at 92 percent or above even through the recession.(Figure 6) The Downtown Core and The Gulch have the
strongest occupancy rates at 95% and 97% respectively. Rutledge Hill has an occupancy rate of 92%. One importardt$actor to

is that Market Street Apartmeritdocated in the downtown SoBro neighborhewdnot included in the occupancy survey due to
damage sustained during the flood in May 2010.

Rental Occupancy Raterear Downtown Greater Nashville
2007 95% 94.84%
2008 93% 90.6%
2009 92% 90.2%
2010 95% *91.57%
*Average of 1Q and 2Q percentages Figure 6

Source: Greater Nashville Apartment Association, NDP Property Manager Survey, 2010

Rental properties downtown. Left to right: Mercury View Lofts, The Cumberland, The Stahlman.
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Demand is strong for rental property in downtown Nashville. In addition to the P % C q
high occupancy rate, the capped percentages of investor units in various condo S 0 Lappe

ium projects are quickly rented out, and some have waiting lists. Many of these |Art Avenue Lofts 30%
properties have exceeded their cap akrés?lﬁ%ﬁ’snces (F|3§0/ojr e| 7),
|l eases. 0 This common practice is a ctftause written mt Ma
Homeowner Association Boards some flexibility for residents in difficult situations/Church Street Lofts 30%
to lease their units. This measure can ultimately be beneficial to both the residentshe Exchange 30%
and Association by potentially avoiding the possibility of foreclosures. An esti- o
mated additional 380+ units (a conservative number) can be classified as rental Viridian 25%
property at this time. The percentage of purchase property (condo and single famiyicore 25%
in downtown had grown to 72% of total downtown housing, and part of the increa%bcity 20%
in demand for rentals is the market naturally balancing itself out.
ICON 20%
Another'reason for the strength and grovvth.qf the rent'al market is a culmination Olt|arrison Square | & | 20%
decreasing home sales due to market conditions and increasing demand for urban
housing. The economic downturn, tight credit markets and emergence of the firgPistrict Lofts 15%
wave of Generation Y into the housing market have all set the stage for a higher [Terrazzo 10%
demand for rental property. Homeownership has been more difficult to accom- source: Survey of Property Managers, 2010 Figure 7
plish because of instability in the financial market and a decrease in credit and fi-
nancing options. According to Robert Charles Lesser & Co. consumer research,
41% of Generation Y plan to rent for at least three years upon entering the housing
markef, and 77% of them plan to live in an urban core. By 2012, they will make uSIZE 425- 4,500 SF
one in five households in the U.S. ovefall.
A comparison with the 2009 cost ranges for rental properties shows changes in thgiaRKET VALUE
studio and twebedroom categories. In 2009, the price range for a studio apartment
was $650 $985. The lowend of studio prices dropped in 2010 to $540, a decreas¢tudio $540- $1085
of 17%. The higkend of this category increased from $985 (2009) to $1,085, an }
increase of 10%. Twbedroom rental prices also changed. The-émd increased 1 bedroom $600- $1,700
2% from $775 (2009) to $790, and the higid decreased 12% from $2,850 (2009) [2 bedroom $790- $2,500
to $2,500. All other rental range categories stayed consistent with 2009 figures.
(Figure 8) 3 bedroom $1,400- $4,000
A publication tittedHousing in America: The Next Decaflégrban Land Institute)
suggests that emerging trends and consumer behavior will be major drivers of new,z¢ 1,129- 1,664 SH
housing opportunities, resulting in a monumentally different residential market thapn _
the one that existed before the recession. The rising numbers of foreclosures and-ive/Work Units $1,694- $2,496
Source: Survey of Property Managers, 2010 Figure 8

mortgages that hold loan amounts higher than the current value of the home are caus-
ing disillusionment over homeownership. An increasing number of consumers
choose to walk away from home mortgages, which indicates a fundamental change in
the longheld assumption that homeownership is the ultimate American Dream. A key
conclusion from the study is that homeownership will decline from the current rate of
67% to 62% over the next decatd@hose entering the housing market in the future

are more likely to rent for a longer period of time, and purchase housing merely for a
place to dwell rather than for investment purpd$@sis bodes well for continued

high rental occupancy rates and encourages additional development of rental product
in downtown Nashville.

P e
|

Purchase properties downtown. Left to right: District Lofts, Viridian, ICON
"Robert Charles Lesser & C@&gneration Y in the Marketplacéune 17, 2009, 6
8Robert Charles Lesser & C@he Future of Real Estate: Economic and Demographic Influe@meber 2008, 37
9Urban Land InstituteHousing in America: The Next Decadéarch 2010, 20
Housing in Americal5
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Condominium Market

There are currently 2,460 condo units within 41 properties in downtown Nashville. Condominium units make up 66% of downtown
housing, and no otheondominium projects are in the pipeline at this time. Approximately 29% of the purchase units are located in
the downtown core, 30% in The Gulch, 20% in North Capitol, and 18% in S@&neentytwo units (3%of the purchase housing

units) are located within three properties at Rolling Mill Hill. These units are in receivership awaiting a buyer, aaiatd¢ o pur-
chase at this time.

Sales in the downtown condo market in 2010 are higher than the 2009 numbers. Fifty units sold in January 2010 coriipared to 5
January 2009. The increase in sales from 2009 continues through the first six months of 2010, and there is a 118fsatesctase i
the first six months of 2010 compared with 2009. (Figure 9)

Downtown Condo Sale:

140
120
100
80
60

40
28 J_J__‘____!

Jan Feb Mar April May June Total
®2009 5 5 9 10 13 18 60
®2010, 50 9 18 7 17 30 131
Figure 9

The homebuyer tax credit has acted as a stimulus for condo sales in the downtown area, although to what extent isrudkgown. |
2010, the tax credit deadline was extended from June 30 until September 38, B®l@ers entered into a binding contract to pur-
chase a primary residence by April 30, closing may be extended by three months. It is expected that the housing drapket will
slightly in the coming months after the tax credit #Ahigh. o

As the inventory of available downtown feale property decreases, demand for remaining units will increase. Within the @awnto
boundaries, 348 units are currently available for purchasgés number does not include resales. If condos continue to sell at the aver
age rate seen in the first six months of 2010, or approximately 22 sales per month, then the downtown inventory woetelbe depl

16 months. Taking another approach and using the average rate of sales in 2009, or approximately 14 closings perdarbeth, wou
plete the inventory in 25 months. Either way, there will be no new product in two years or less, and nesa@\pfmjectsra in the
pipeline. On average, it takes a minimum of 36 months for a project to go from planning and schematic stages to cochgkdtion a
ery. If a developer began planning a condo project in 2010, units would most likely not be delivered to the markeBuntil 201

Average Sales Price Average Price Per SF
$350,000 $350.00
$300.00
$300,000 —
$250,000 /\ $250.00

$200,000 /\..,/ T $200.00 / /
/ $150.00

$150,000 ~
$100.000 $100.00
$50,000 $50.00
$0 $0.00 . . .
2004 2005 2006 2007 2008 2009 %2010 2004 2005 2006 2007 2008 2009 *2010

The average sales price and average price per square foot of downtown housing are both market and product driven.b&imce 2004
categories have increased and decreased depending on what type of product has entered the market and what the guggrag willin
for that product. To some extent, the numbers mirr tedthd he
first six months, it appears both categories are on the rise, signaling a leveling out and possible recovery. (Figure 10)

Yhttp:/Aww.irs.gov, July 2010
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Single Family Market

Singlefamily homes make up 6% of downtown housing inventory. Of the 204 total homes in downtown, 202 of them are in the
Hope Gardens neighborhood. Since August 2009, there have been two residential permits issued for Hope Gardens &at the site
still undeveloped? The other two single family units are located in the downtown core.

Downtown Geographic Boundaries

The Nashville Downtown Partnershipds definition of dohentow
interstate on the south and west, and Jefferson Street on the north. This geographic area is @rese timowntownwhich in-

cludes the Central Business District (Core), The Gulch, North Capitol, Hope Gardens, Rutledge Hill, Rolling Mill HillBamd So
Germantown is adjacent to downtown, but not included in the residential counts. (Figure 11)

Downtown Residential Areas
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2Davidson County Metropolitan Government, Metropolitan Planning Organization, July 2010
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Demographic Profile and Trends

The Nashville Downtown Partnership had a 17% response rate to Household Status
2010 Downtown Residential Survey. In June, 2,200 surveys were
distributed to homeowners and renters by direct email and via bui
ing and condo managers. The survey focused on residents who li
in Nashvillebs downtown defin

Street on the north, Cumberland River on the east and the interstg
loop on the south and west.

7%

10% H Single

B Married

. ) ) Separated/Divorcec
The downtown area continues to attract professional, highly

educated residents from across all age groups, enhancing Nash- )
villeds economi c-foorpercers df dowvitowe n ¥ Domestic Partner
residents moved from outside the city and 26% percent moved fr :
outof-state. In addition, 88% of downtown residents hold a college Figure 12
or postgraduate degree.

Household Status Age of Downtown Residents

. i Changes from 2009 to 2010
Of the respondents, 49% are single, 34% are married, 10% are s¢

rated or divorced, and 7% have a domestic partner. All categorie 40%
have shown approximately the same percentages over the pastth 34,
years. (Figure 12) The high number of singles corresponds with th
Tennessee data from the 2000 U.S. Census that shows a signific; 20%
increase in the livalone population (26%) and twzerson house- 10%
holds (32%). The Census also indicated that from 1990 to 2000, -_
average household size dropped from 2.46 to 2.40. 0%

= 2010

= 2009

29 and under  30-45 46-63 (Baby 64 orover
Age and Gender (Generation Y)Generation X) Boomer) (Veterans)

Respondents reflected the broad cross section of age groups wh
currently live in downtown. Over half of the residents living down-
town are ages 45 and under (61%). There are two distinct age dis Mal dE le P t
bution shifts from 2009 responses. Generation Y (ages 29 and un aie and Female Fercentage
der) dropped since last yegrom 31% to 25%. The Baby Boomers 2005- 2010
(46-63) group increased from 27% to 33% of the downtown populg 60%
tion. (Figure 13) = ——<"><><
. . 40%
The downtown male population has regained some percentage
points this year, increasing to 49% from 45% in 2009. The female] 20%
population is still in the lead at 51%, dropping from 55% in 2009. 0%
. . . . I 0
The decrease in the female population is not necessarily statistica
significant. Male and female percentages continue to vary consis-
tently over the past five years. (Figure 14)

Figure 13

Males

= Female

2010 2009 2008 2007 2006 2005

Figure 14

Of the downtown residents 29 and under, 57% are female and 43
male, while the 3@45 category is 51% female and 49% male. Male Annual Household Income
and females each comprise 50% of theb36age category. Adults (in thousands)

62 and above are represented by 32% female and 68% male.

. 0
Household Income 15.00% -

Approximately 50% of residents earn between $60,000 and 18:8832:

$150,0000 per year while 30% earn between $20,000 and $60,00  0.00%-
per year. Eighteen percent of residents earn more than $150,000
and 2% earn less than $20,000 annually. (Figure 15)

Residential Households

The average number of persons per household is 1.5. Six perceiro- .
households reported having children, compared to 7% in 2009. Figure 15

Jef f
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Level of Education Completed . Levels of Downtown Resident Educatit
Sixty-three percent of downtown residents have a college edu-

cation and an additional 25% hold postgraduate degrees.

(Figure 16) B High School

Downtown has a highly educated workforce in comparison Graduate

with Nashville and the Nashville MSA as a whole. (Figure 17) H College
Graduate

Where Residents Moved From

Thirty-six percent of residents moved downtown from some-
where in Davidson County. Twenfive percent moved from
the MSA, 26% moved from another state, 3% moved from
somewhere in Tennessee (outside of MSA), and 10% moved

= Postgraduate

from another location in downtown. Figure 16
Graduate or
Work Location 2 or 4 Year Degre  Professional Degree
Sixty-two percent of residents responded that their office is Downtown 63% 2504
located outside of downtown. This percentage has increased Nashville 27% 11.7%
over the past three years (52% in 2008, 54% in 2009). While Nashville MSA 2506 9.4%
being close to work is ranked #4 (#3 in 2009, #2 in 2008) as a — : : -
positive influence for residents to live downtown, the trend js =~ B2uree: 2010 Residential Survey, American Community S“Ney'zog?ga&'féai;
changing. Perhaps those that chose to live downtown to be
close to work are choosing to stay although their place of em- . i
ployment has shifted. The increase in the percentage of resi- Residents that work outside of downtoy
dents working outside of downtown ties in with the decrease in
the responses that being close to work is a top influence for 65%
choosing to live downtown. (Figure 18) 60% o~ 62%
Residential Ownership 55% S1%
According to the survey results, 75% residents responded that —3-2'%/
they own their homes. Sixisix percent of the downtown 50%
housing is considered purchase, 28% is rental and 6% is-single 0
family. As more purchase opportunities have come on the mar- 45%
ket, ownership has trended upward while rental occupants have 2008 2009 2010
trended downward in the same manner. (Figure 19) With only
two future residential developments in the pipeline for down- Figure 18
townd 109 rental units to be delivered in 2011, and 272 rental
units in the planning phas&sthe estimated percentages over ;
the next few years will be 35% rental, 60% purchase and 5% OwnerShlp/Rental Changes
single family. 2008 2010
0,
Quality of Life Factors 28£
When residents were asked what four elements most positively 40%
influence theircontinued downtown living, the top responses 20%
were theurban experienc€s4%), central location/convenience 0%
(43%), nightlife (35%), ancbeingclose to work31%) andarts 2008 2009 2010
anc! cultural event§31%) tied for fourth place. The urban ex- . ®Own 54% 63% 75%
perience has been the #1 element for the past five years. Being
close to work and nightlife have continued to remain in the top ¥ Rent 46% 37% 25%
four. (Figure 20) Figure 19
Urban Experience (#1) 54%
Central Location/ Convenience (#2) 43%
Nightlife (#3) 35%
Close to Work (#4) 31%
Arts & Cultural Events (#5) 31%

Figure 20
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Study Area Housing Market

The Greater Downtowrhas 3,713 existing residential units, and an additional 381 units are either planned or under construction.

# Units Rental Condo/SF Property Address Rental/Condo
Existing Apartments/Condos/Single Family
ICBD 112 Second Avenue Lofts 4 4 - 112 Second Avenue Rental
(Downtown Core) |114 2nd Avenue 1 1 114 2nd Avenue Condo
115 8th Avenue North 1 1 115 8th Avenue North Condo
123 2nd Avenue 1 1 123 2nd Avenue Condo
138 2nd Avenue 1 1 138 2nd Avenue Condo
219 2nd Avenue 1 1 219 2nd Avenue Condo
320 Broadway 4 4 320 Broadway Condo
420 Broadway 1 1 420 Broadway Condo
425 Broadway 2 2 425 Broadway Condo
IAmbrose Lofts 21 21 162 4th Avenue North Condo
IArt Avenue Lofts 32 32 231 5th Avenue North Condo
Bennie Dillion Original Lofts 86 86 700 Church Street Condo
Berger Building 3 3 - 162 8th Avenue North Rental
ICapitol Towers 205 100 105 510 Gay Street, Suite 108 Rental/Condo
'The Cumberland/Cumberland Penthouses 289 256 33 555 Church Street Rental/Condo
IChurch Street Lofts 17 17 301 Church Street Condo
James Robertson Apartments 123 123 - 118 Seventh Avenue North Rental
IThe Kress Lofts 29 29 237 5th Avenue North Condo
Lofts above ICHIBAN 8 8 - 107 Second Avenue North Rental
Lofts at 160 32 32 - 160 2nd Avenue North Rental
Lofts at Noel Court 4 4 214 3rd Avenue North Condo
Lofts at the Exchange 47 47 309 Church Street Condo
Market Street Apartments 74 74 - 150 Second Avenue South Rental
Metro Manor 172 172 - 500 Fifth Avenue North Rental
Phoenix Lofts 6 6 207 3rd Avenue North Condo
Printers Alley Condos 4 4 211 Printers Alley Condo
Private Residence 1 1 226 3rd Avenue North Single Family
IThe Quarters 32 32 178 2nd Avenue North Condo
Rhea Building Lofts 11 11 - 166 2nd Avenue North Rental
Riverfront Studios - lofts above 2 2 - 210 Broadway Rental
ISmith House 1 1 167 8th Avenue North Single Family
IStahlman Building 142 142 - 222 3rd Avenue Rental
Residences @ 315 Union 18 18 - 315 Union Street Rental
\Viridian 305 305 415 Church Street Condo
Watauga House 25 25 222 Polk Ave. Condo
Westview 10 10 179 8th Avenue North Condo
1,715 945 770
North District Lofts 69 69 Corner of Harrison & 3rd Ave Condo
Harrison Square 15 15 Harrison & 3rd Ave. N. Condo
Harrison Square Il 48 48 Harrison & 3rd Ave. N. Condo
Hope Gardens Residences 202 202 Hope Gardens Single Family
Ireland28 28 28 900 Block of Ireland Street Condo
Riverfront Condos 145 145 726 1st Ave. N. Condo
Row 8.9n 29 29 800 Block 8th Ave. N. Condo
536 - 536
Rolling Mill Hill IThe Art Deco 24 24 RMH Condo
IThe Metro 36 36 RMH Condo
[The Victorian 12 12 RMH Condo
72 72
ISoBro IAcademy Square Condominiums 50 50 100-149 Academy Square Condo
ICardwell Place Condominiums 4 4 Lea Avenue & Rutledge Condo
Encore 333 333 301 Demonbreun Street Condo
Howell Park 40 40 401-479 2nd Ave. S. Condo
Peabody Quarters 24 24 - 310 - 312 Peabody Street Rental
Rutledge House 41 41 656 Second Ave. S. Condo
Rutledge Terrace 18 18 430 Second Ave. S. Condo
510 24 486
IThe Guich ICON 418 418 600 12th Avenue South Condo
Mercury View Lofts 32 32 - 1209 Pine Street Rental
Laurel House Apartments 48 48 - 1101 Laurel Street Rental
Terrazzo 117 117 700 12th Avenue South Condo
Velocity 265 265 300 11th Avenue South Condo
880 80 800

TOTAL EXISTING
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# Units Rental Condo Area Propety Address Rental/Condo

Under Construction

Nance Place Apartments 109 109 RMH Lea & Hermitage Rental
109 109

[TOTALUNDER CONSTRUCTION 109 109

Planned

Pine Street Flats 272 272 The Gulch  11th Avenue South Rental
272 272

[TOTAL UNDER CONSTRUCTION/PLANNED 381 381
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Assessment of the Downtown Market

Over the past decade downtown Nashville has had over $2.6 billion of investment in over 100 public and private downttsvn proje
Approximately $556 million has been allocated to residential development involving new construction and major renovations or
adaptive reuse of historic buildings. Over 21% of the total downtown investment over the last decade has been fardesalentia
opment.

The abundance of residential development over the past five years has been a product of demand for urban living ogtimns. The
nomic downturn including the housing market recession coincided with the large number of residential units deliverdoiwe the
town market beginning in 2008 and continuing into 2009. (Figure 21) Developers had to persevere through this time pitod as ¢
markets tightened, buyers were unable to close on their properties, and new sales slowed.

Currently, residential fesale projects delivered since 2008 are 74% contracted or closed. This number includes 72 dhitg at Ro
Mill Hill that are not on the market at this time.

Residential Units Delivered (Annually
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Figure 21

Downtown condo sales from late 2008 through 2010 show a slow but steady increase, signalling that the market is beginning to
bound. Sales are at the same level as they were during the first and second quarter of 2006, before the sales spdar late tha
There were 539 fesale units delivered to the market in 2006 including Viridian Condominiums (305 units), which wasoasold
project. The spike was likely caused from the Viridian closings that year. (Figure 22)

Downtown Condo Sales
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Figure 22

The annual LIVE IT UP! Downtown Home Tour and City Lights Tour created and implemented by the Nashville Downtown Part-
nership to showcase and promote urban living had renewed vitality in 2010. Over 1,250 people attended two downtowhetours in
month of April, and the economic impact has been over $800,000 in sales and leases. Over the past seven years thithe event,
have been over 8,000 attendees and the economic impact realized has been over $46 million in sales and leases.

The downtown market overall is stable, showing sales pick up in 2009, and-toentmth increasing sales during for the firist s
months of 2010. With the rising demand for urban living as a nationwide phenomenon and the decrease of residentiidhlaits ava
to buyers over the next 24 months, it is expected that housing prices and demand will shift upward once the inventtey.is depl
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Demographic Trends Affecting Future Downtown Housing Market

According to Brookings Institution, the United States population is expected to grow by 120 million by the year 2050.
By 2030, it is estimated that the U.S. will double its built environrdmmes, apartment buildings, commercial, office

and retail. Changing demographics and lifestyle will contribute immensely to where and how we grow and market
forces are going to advance cities and urban places to a higher level of attracting and retaining residents and business
than any time® since the 19506s.

The growth and decline of cities is dependent on demographics. According to thel@sityg in America: The Next
Decadereleased in 2010 by the Urban Land Institute, four major demographic waves will occur in the U.S. over the
next decade: 1) aging baby boomers (i@ 6 s) , 2) younger baby boomers (I at
(children of baby boomers), and 4) immigrants, their children and grandchildren. All four of these groups will have a
major impact on urban living. If current trends continue, the population of the United States will rise from 308 million
today to 438 million in 2050, a 42% incredSe.

Older baby boomers (approximately 78 million) will turn 65 in 2011 approaching retirement. Feeling healthier and mor
energetic than their parents did at the same age, th
Robert Charles Lesser & Co., a real estate advisory firm, revealed that 75% of retiring boomers said they want to live i
urban settings, either central cities or walkable town centers.

Younger baby boomers will be facing flat incomes, lost equity in their suburban homes, and a declining group of move
up buyers. This group is entering the prime stage for buying a second home, but most will not be able to afford one dt
to lack of equity on their first home and tight credit markets. The second home market will only appeal to the wealthie:
of this group. Like their older counterparts, this group is interested in densely developed communities.

3 Brookings InstitutionA Two Percent Solution for Downtown Rochesfebruary 2008
*Urban Land InstituteHousing in America: The Next Decadi¢arch 2010, 1412
®Urban Land InstituteHousing in America: The Next Decadéarch 2010, 123



