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INTRODUCTION

The analysis to determine the market potential for new rental and for-sale housing units that could
be developed within the Downtown and Edge Neighborhoods—(the Study Area) in the Metro
Louisville, Kentucky included: delineation of the draw areas; analysis of the depth of the potential
market for new and existing housing units in the city and in the Study Area; determination of the
target households who make up the Study Area's annual potential market; the target residential mix
of rental and for-sale housing types corresponding to the housing preferences of those target
households; and the optimum market position, derived from the financial capabilities of the target

households, for new affordable and market-rate rental and for-sale housing units in the Study Area.

The extent and characteristics of the potential market for new and existing housing units in Metro
Louisville and the Study Area werte identified using Zimmerman/Volk Associates’ proprietary target
market methodology extensive experience with urban development and redevelopment. The target
market methodology is particularly effective in defining housing potential because it encompasses
not only basic demographic characteristics, such as income qualification and age, but also less-
frequently analyzed attributes such as mobility rates, lifestage, lifestyle patterns, and neighborhood

preferences
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The Study Area encompasses Downtown Louisville, the core of the city, and several surrounding
edge neighborhoods: including Butchertown, the East Market District, Phoenix Hill, Smoketown,
SoBro, and the Near West End. (See Study Area Map below.)
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DOWNTOWN LOUISVILLE AND THE EDGE NEIGHBORHOODS STUDY AREA MAP

In brief, this study determined:
*  Where the potential renters and buyers of new and existing housing units in Metro Louisville

and the Downtown Louisville and Edge Neighborhoods Study Area are likely to move from

(the draw areas);
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* How many households have the potential to move within and Metro Louisville and to the
Study Area each year if appropriate housing units were to be made available (depth and
breadth of the market);

¢ Who the households are that represent the potential market for new units in the Study Area
(the target markets);

e What their housing preferences are in aggregate (rental or ownership, multi-family or single-
family);

e  What their range of affordability is by housing type (income qualifications)

*  What their current housing alternatives are (rental and for-sale residential development in the
Metro Louisville market area);

e What the market-entry rents and prices are that correspond to the financial capabilities of
the target households (optimum market position); and

*  How quickly the new units will lease or sell (absorption forecasts).

ZIMMERMAN/VOLK ASSOCIATES, INC.
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AVERAGE ANNUAL MARKET POTENTIAL FOR METRO LLOUISVILLE

An analysis of migration, mobility and geo-demographic characteristics of households living within
defined draw areas is integral to the determination of the depth and breadth of the potential market
for new housing units within Metro Louisville and the Downtown Louisville and Edge

Neighborhoods Study Area.

An understanding of these mobility trends, as well as the socio-economic and lifestyle characteristics
of households currently living within defined draw areas, is the first step in the analysis. The draw
areas are derived primarily through household migration analysis (using the latest taxpayer data
provided by the Internal Revenue Service). To refine the draw areas for Metro Louisville and for the
Study Area, the IRS migration data have been supplemented by population migration and mobility

data from the American Community Survey.

Where are the potential renters and buyers of new and existing housing units
in Metro Louisville likely to move from?

As noted above, taxpayer migration data obtained from the Internal Revenue Service
provide the framework for the delineation of the draw areas—the principal counties of
origin for households that are likely to move to Jefferson County. (These data are maintained
at the county and “county equivalent” level by the Internal Revenue Service and provide a

clear representation of mobility patterns.)

Based on the migration and mobility data, then, the draw areas for Metro Louisville have
been delineated as follows (see also METHODOLOGY, APPENDICES ONE AND TWO, TARGET MARKET
TABLES, a Separate document):
e The local draw area, covering households moving within Metro Louisville.
* The regional draw area, covering households with the potential to move to Metro
Louisville from the surrounding counties of Bullitt and Oldham, Kentucky.
e The Clark County draw area, covering households with the potential to move to v
from Clark County, Indiana.
* The national draw area, covering households with the potential to move to Metro

Louisville from all other U.S. cities and counties.

ZIMMERMAN/VOLK ASSOCIATES, INC.
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The distribution of the draw areas as a percentage of the annual potential market for new and

existing housing units in Metro Louisville is shown on the following table:

Annual Average Market Potential by Draw Area
Metro Louisville, Kentucky

Metro Louisville: 62.2%

Bullitt and Oldham Counties, KY: 4.6%
Clark County, IN: 1.6%

Balance of the U.S.: 31.6%

Total: 100.0%

SOURCE: Zimmerman/Volk Associates, Inc., 2023.

The target market methodology accounts for household mobility within Metro Louisville, as well as
mobility patterns for households currently living in all other counties. Based on this methodology
then, an annual average of 44,550 households represents the potential market for new and existing

housing units within Metro Louisville each year over the next five years

ZIMMERMAN/VOLK ASSOCIATES, INC.



AN ANALYSIS OF RESIDENTIAL MARKET POTENTIAL Page 6

Downtown Louisville and the Edge Neighborhoods Study Area
Metro Louisville, Kentucky
February, 2023

AVERAGE ANNUAL MARKET POTENTIAL FOR THE DOWNTOWN LOUISVILLE AND EDGE
NEIGHBORHOODS STUDY AREA

Where are the potential renters and buyers of new and existing housing units
in the Downtown Louisville and Edge Neighborhoods Study Area likely to move from?

The target market methodology identifies those households with a preference for living in
downtowns and urban neighborhoods. After eliminating those segments of the potential Metro
Louisville market that have preferences for new or existing housing in suburban or low-density
areas, the distribution of draw area market potential for new and existing housing units within the
Downtown Louisville and Edge Neighborhoods Study Area each year over the next five years is

summarized as follows:

Annual Average Market Potential by Draw Area
DOWNTOWN LOUISVILLE AND THE EDGE NEIGHBORHOODS
Metro Louisville, Kentucky

Metro Louisville: 64.7%

Bullitt and Oldham Counties, KY: 0.7%
Clark County, IN: 1.0%

Balance of the U.S.: 33.6%

Total: 100.0%

SOURCE: Zimmerman/Volk Associates, Inc., 2023.

Based on the target market analysis, then, an annual average of 9,870 younger singles and couples,
empty nesters and retirees, and compact families of all incomes represent the annual pozential market
for new and existing housing units of every kind within the Study Area each year over the next five
years. (See also Table 1 following the fext.) These are households who would move to the Study Area if
appropriate housing units, both new construction and renovation, as well as existing units, were
available. If those units are not available, these households would be likely to move to another

location in the city.
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What are their housing preferences in aggregate?

The housing preferences of the draw area households—derived from their tenure

(rental/ownership) propensities—are outlined on the following table (see again Table 1):

Average Annual Market Potential
New and Existing Housing Units
DOWNTOWN LOUISVILLE AND THE EDGE NEIGHBORHOODS
Metro Louisville, Kentucky

NUMBER OF PERCENT
HOUSING TYPE HOUSEHOLDS OF TOTAL
Multi-family for-rent 5,601 56.7%
(lofts/apartments, leaseholder)
Multi-family for-sale 647 6.6%
lofts/apartments, condo/co-op ownershi
p p p
Single-family attached for-sale 986 10.0%
(townhouses fee-simple/
condominium ownership)
Single-family detached for-sale 2,636 26.7%
(houses, fee-simple ownership)
Total 9,870 100.0%

SOURCE: Zimmerman/Volk Associates, Inc., 2023.

A majority (56.7 percent) of the 9,870 target households comprise the market for rental dwelling
units. An increasing percentage are renters by choice; many, however, would prefer to own but
cannot afford the type of housing they want in neighborhoods where they would consider living.
Younger people in particular are challenged by the burden of significant education debt as well as

lack of an adequate down payment.

The remaining 43.3 percent of the market would choose some form of ownership housing
(comparable to the current estimated homeownership rate in Metro Louisville of approximately 60.2
percent). An estimated 15.2 percent of the ownership market would choose for-sale multi-family
(condominium/co-operative units) and 23.1 percent would choose for-sale single-family attached
(duplex/townhouse units). The remaining 61.7 percent of the annual potential ownership market
would prefer single-family detached units. Single-family detached houses are currently estimated to

comprise 64.2 percent of the existing housing stock in Metro Louisville.

ZIMMERMAN/VOLK ASSOCIATES, INC.
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What is their range of affordability by housing type?

The 9,870 households that represent the potential market for new and existing housing units in the

Study Area have also been segmented by income, based on the Louisville-Jefferson, KY HUD

median family income (AMI), which, for fiscal year 2023 is $84,700 for a family of four. The

combined tenure and housing type preferences and financial capabilities of the 9,870 target

households are shown on the following table (se¢ again Table 1 and the METHODOLOGY document):

Tenure/Housing Type Propensities by Income
Annual Average Market Potential for New and Existing Housing Units
DOWNTOWN LOUISVILLE AND THE EDGE NEIGHBORHOODS

Metro Louisville, Kentucky

HOUSING TYPE

Multi-family for-rent
(lofts/apartments, leaseholder)
< 30% AMI
30% to 60% AMI
60% to 80% AMI
80% to 100% AMI
> 100% AMI

Multi-family for-sale
(lofts/apartments, condo/co-op ownership)
< 30% AMI
30% to 60% AMI
60% to 80% AMI
80% to 100% AMI
> 100% AMI

Single-family attached for-sale
(townhouses, townhouses, fee-simple ownership)
< 30% AMI
30% to 60% AMI
60% to 80% AMI
80% to 100% AMI
> 100% AMI

NUMBER

5,601

1212
1,116
651
479
2,143

647

125
118
74
55
275

986

186
190
115

88
407

HOUSEHOLDS
PERCENT

56.7%

12.3%
11.3%
6.6%
4.8%
21.7%

6.6%

1.3%
1.2%
0.7%
0.6%
2.8%

10.0%

1.9%
1.9%
1.2%
0.9%
4.1%

continued on the following page . . . .
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-« .. continued from the preceding page

......... HOUSEHOLDS........
HOUSING TYPE NUMBER PERCENT
Single-family detached for-sale 2,636 26.7%
(houses, fee-simple ownership)
< 30% AMI 413 4.2%
30% to 60% AMI 464 4.7%
60% to 80% AMI 292 2.9%
80% to 100% AMI 244 2.5%
> 100% AMI 1,223 12.4%
Total 9,870 100.0%
NotE:  For fiscal year 2022, the Louisville, KY-IN HUD Median Family Income for a family of four
was $84,700.

SOURCE: Zimmerman/Volk Associates, Inc., 2023.

Summarizing the income ranges of the 9,870 households that represent the annual potential market
for new and existing housing units in the Downtown Louisville and Edge Neighborhoods Study
Area, 19.6 percent (1,936 households) have incomes below 30 percent of the AMI; 19.1 percent
(1,888 households) have incomes between 30 and 60 percent AMI; 11.5 percent (1,132 households)
have incomes between 60 and 80 percent AMI; 8.8 percent (866 households) have incomes between

80 and 100 percent AMI; and 41 percent (4,048 households) have incomes -above 100 percent AMI.

ZIMMERMAN/VOLK ASSOCIATES, INC.
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TARGET MARKET ANALYSIS

Extensive research by Smart Growth America, a non-profit organization that focuses on healthy
communities, among other goals, shows that the evolution of market preferences has continued to
shift away from single-use subdivisions toward more walkable, mixed-use neighborhoods as the
pandemic eases, particularly in downtowns, where multi-family is the principal housing type, and
edge neighborhoods, where there is also a larger share of higher-density housing types. The
preference for walkable neighborhoods evidenced by both younger and older one- and two-
person households continues as a primary force in urban development and redevelopment across
the country, despite some skepticism about the strength of the multi-family market as viable
housing during a pandemic as well as the increased number of households working at home rather
than the office. The pandemic jump in single-family detached home purchases, which reduced
inventory and increased pressure on home values, has eased but has also resulted in a significant
decline in housing affordability. Recent interest rate increases have also had an impact on

purchase volume, but house prices are currently holding steady.

Who are the households that represent the potential market for new and renovated
units in Downtown Louisville and the Edge Neighborhoods Study Area?

As determined by the target market analysis, then, the general market segments, by lifestage and
income bracket, that represent the potential market for new and existing housing units in

Downtown Louisville and the Edge Neighborhoods Study Area are as follows (see also Table 2

Jfollowing the tex):
Annual Market Potential by Lifestage and Income
DOWNTOWN LOUISVILLE AND THE EDGE NEIGHBORHOODS
Metro Louisville, Kentucky
PERCENT BELOW 30% 1O 60% 1O 80% TO ABOVE
HOUSEHOLD TYPE OrF TOTAL  30% AMI 60% AMI 80% AMI  100% AMI  100% AMI
Empty-Nesters & Retirees 31.5% 23.6% 26.4% 27.3% 31.4% 38.8%
Traditional &
Non-Traditional Families 10.6% 12.3% 12.3% 11.4% 12.5% 8.5%
Younger Singles & Couples 57.9% 64.1% 61.3% 61.3% 56.1% 52.7%

Total ~ 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

SOURCE: Zimmerman/Volk Associates, Inc., 2023.

ZIMMERMAN/VOLK ASSOCIATES, INC.



AN ANALYSIS OF RESIDENTIAL MARKET POTENTIAL Page 11

Downtown Louisville and the Edge Neighborhoods Study Area
Metro Louisville, Kentucky
February, 2023

YOUNGER SINGLES AND COUPLES

At nearly 58 percent of all households, younger singles and couples of all incomes continue to
comprise the largest share of the market for all housing types in Downtown Louisville and the Edge
Neighborhoods Study Area, illustrating the dominance of the Millennial and Zoomer generations in
urban markets. These one- and two-person households are predominantly trailing-edge Millennials
and leading-edge Zoomers (also known as Generation Z) and include young professionals,
knowledge workers, office, retail, and restaurant staff, and other young education- and hospital-
related employees, significant numbers of students, as well as those who struggle to find full-time

employment.

Some Millennials and Zoomers returned to their parents’ houses during to the pandemic but have
returned to apartments in the Downtown. However, because so many are still working full- or part-
time from their homes and working remotely remains widespread, they prefer apartments with
sufficient room for workspaces; this trend implies that the market for micro-units and very small

studios is likely to diminish significantly.

Approximately 42 percent of the younger singles and couples that comprise the target markets for
the Study Area have incomes that fall below 60 percent of AMI (at or below $35,600 for a single-
person household and at or below $40,650 for a two-person household). If they are employed, these
households work in part-time or lower-paying jobs, including entry-level retail, such as store clerks,
and service occupations, such as restaurant servers; many of the unemployed or under-employed are

students.

Just over 12 percent of the households in this market segment have incomes that fall within the 60-
to-80 percent income band (approximately $35,600 to $47,450 for a single-person household and
$40,650 to $54,200 for a two-person household). These include young artists and artisans, recent
college graduates just beginning their careers, lower-level medical personnel, and general office

workers who have full-time employment.

ZIMMERMAN/VOLK ASSOCIATES, INC.
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The remaining 45.8 percent of the younger singles and couples have incomes that are above 80
percent of the AMI (from $47,450 at 80 percent AMI to $59,300 and more at or above 100 percent
AMI for a single-person household, and from $54,200 at 80 percent AMI to $67,800 and more at or
above 100 percent AMI for a two-person household). These younger households are mid- and upper-
level office workers; college and hospital affiliates; and an increasing percentage are engaged in a

variety of entrepreneurial ventures.

Just over 63 percent of the younger singles and couples that represent the market for new housing
units in Downtown Louisville and the Edge Neighborhoods Study Area would be moving from
elsewhere in Metro Louisville; just 0.3 percent would be moving from the regional draw area; one
percent would be moving from Clark County; and approximately 35.5 percent would be moving
from another county in the United States, predominantly those located in the Midwest and the

South.

EMPTY NESTERS AND RETIREES

At just under 39 percent of the annual potential market for new and existing housing units in the
Study Area, older households (empty nesters and retirees) represent the second largest share of the
market. A significant number of these target households have grown children who have recently
moved out of the family home. Some are retired with incomes from social security alone, others
who also have pensions, savings and investments, and the remainder who are still working,
predominantly Baby Boomers and the oldest Gen Xers. Older couples are now as likely to rent as
buy in a downtown, reflected in the decline in market preferences for condominiums. Since so many

are still working, they, too, will be looking for units that can accommodate workspaces.

In this general market segment, an estimated 30.7 percent have incomes at or below 60 percent of
AMI—at the lower end of the range, older singles and couples struggling on fixed incomes, mostly
from social security—and many of whom are living in older housing. (This is a range of at or below
$17,800 at 30 percent AMI and up to $35,600 at 60 percent AMI for a single-person household and at
or below $20,350 at 30 percent AMI and up to $40,650 at 60 percent AMI for a two-person
household.)

ZIMMERMAN/VOLK ASSOCIATES, INC.
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Another 10 percent of the older target households have incomes between 60 and 80 percent of the
area median. (Approximately $35,600 to $47,450 for a single-person household and $40,650 to
$54,200 for a two-person household.) These households will often move to dwelling units that
require less upkeep and maintenance expense, but if given appropriate housing options, would

choose to remain in their current neighborhoods.

Older households with incomes above 80 percent of AMI comprise over 59.3 percent of the target
empty nester and retiree market segment (from $47,450 at 80 percent AMI to $59,300 and up at 100
percent AMI or more for a single-person household, and from $54,200 at 80 percent AMI to $67,800
and up at 100 percent AMI or more for a two-person household). These older singles and couples are
enthusiastic participants in community life, and most are still actively involved in well-paying careers

in the medical, legal, and financial professions as well as academia.

An estimated 70.4 percent of the empty nesters and retirees would be moving from elsewhere within
Metro Louisville; only 0.8 percent would be moving from one of the regional draw area counties;
one percent from Clark County; and the remaining 27.8 percent would be moving from elsewhere in

the U.S., again predominantly counties located in the Midwest and the South.

TRADITIONAL AND NON-TRADITIONAL FAMILIES

Family-oriented households, including the youngest Gen Xers and the leading-edge Millennials who
are now pairing up and having children, represent just 8.5 percent of the market for new dwelling
units in the Study Area. A portion of the family-oriented households are non-traditional families,
notably single parents with one to three children. Non-traditional families, which, starting in the
1990s, have become an increasingly larger proportion of all U.S. households, encompass a wide
range of family households, from a single mother or father with one or more children, an adult
taking care of younger siblings, a grandparent responsible for grandchildren, to same-sex couples
with children. The “traditional family household” of a married couple with children, which once
comprised the majority of American households, has now fallen to 21 percent nationally (and just

15.8 percent in Metro Louisville).

ZIMMERMAN/VOLK ASSOCIATES, INC.
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As noted above, leading-edge Millennials, those aged in their early to mid-40s, are now in the full-
nest lifestage, and many are finding the downtown rentals in which they currently live not large
enough or designed to accommodate growing families. For them, the continuing issue is the
availability of more appropriate, larger units at more affordable rents and prices than are currently
available in Downtown; some of these households are moving to suburban neighborhoods
elsewhere in the region. However, the great majority still prefer walkable neighborhoods inside the
city limits, leading to increasing market potential for larger, even two-story units in the surrounding

edge neighborhoods, as long as they are priced within reach.

An estimated 44.8 percent of the family households that comprise the annual potential market for
the Study Area have incomes below 60 percent of AMI and are typically spending more than 40
percent of their incomes on housing costs. Many of these households are single-parent families who
have difficulty making ends meet. (General income ranges at 60 percent AMI are at or below $45,750

for a three-person household and at or below $54,900 for a five-person household.)

Another 12.3 percent of the family-oriented households have incomes that fall within the 60-to-80
percent income band. A significant number of the heads of household in these family groups are
manufacturing and blue-collar workers; the remainder have office jobs. (At 60 to 80 percent AMI,
incomes for three-person households range between $45,750 and $61,000, and incomes for five-

person households range between $54,900 and $73,200.)

The remaining 42.9 percent of the traditional and non-traditional families have incomes above 80
percent of AMI. These households are, in large part, dual-income households, with medical careers,
academic positions, middle- to upper-middle management jobs, and professionals in the financial
and legal sectors. (At 80 to 100 percent AMI, incomes for three-person households range between
$61,000 and $76,300 or more, and incomes for five-person households range between $73,200 and
$91,500 and up.)

Over 56 percent of the family households are already living in Metro Louisville; 2.4 percent are likely
to arrive from one of the counties in the regional draw area; one percent from Clark County, and the

remaining 40.8 percent would be moving from mainly the Midwest and the South.

ZIMMERMAN/VOLK ASSOCIATES, INC.
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APPENDIX THREE, TARGET MARKET DESCRIPTIONS, contains detailed descriptions of each of these target
market groups and is provided in a separate document. The METHODOLOGY, APPENDICES ONE AND TWO,
TARGET MARKET TABLES document describes how the target market groups for Downtown Louisville

and the Edge Neighborhoods Study Area have been determined.

THE MARKET CONTEXT

What are their current housing alternatives?

Summary information covering multi-family rental properties and for-sale condominiums and
townhouse units in Downtown Louisville and the edge neighborhoods surrounding the Downtown,
including Butchertown, the East Market District, Phoenix Hill, Smoketown, SoBro, and the Near
West End) is provided in tabular form following the text: Table 3, Summary of Selected Rental
Properties, Table 4, For-Sale Multi-Family and Single-Family Attached Resale Listings, and Table 5,
Single-Family Detached House Listings.

Redfin’s Walk Score has been included with each property listing. Although Walk Score measures
only distance, and metrics such as intersection density and block lengths to grade the walkability of a
specific address or neighborhood, it has grown in importance as a value criterion. Walk Scores
above 90 indicate a “Walker’s Paradise,” where daily errands do not require a car. Walk Scores
between 70 and 90 are considered to be very walkable, where most errands can be accomplished on
foot, and Walk Scores between 50 and 69 are regarded as somewhat walkable, where some errands
can be accomplished on foot. Walk Scores below 50 indicate that most or almost all errands would

typically require a vehicle.

The impact on housing values of walkability as calculated by Walk Score only begins to be

measurable when Walk Scores reach 70 or above.

—Rental Properties—

The following information covers 26 rental properties, including 4,098 units, in Downtown and
adjacent neighborhoods—Butchertown, the East Market District, Phoenix Hill, Smoketown, SoBro,

and the Near West End—most of which were built or converted to residential use between 2004

ZIMMERMAN/VOLK ASSOCIATES, INC.
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and 2022. The 10 Downtown properties included 1,400 units; the 16 in the adjacent neighborhoods
included 2,698 units. (See also Table 3, Summary of Selected Rental Properties, Downtown and

Adjacent Neighborhoods, Metro Louisville, Kentucky.)

Of the 26 rental properties, all but one, Waterside at River Park Place in Butchertown with a Walk
Scores of only 26, have Walk Scores above 70. The 10 Downtown properties have Walk Scores
from 78 to 95. Other than Waterside at River Park Place, the properties in adjacent neighborhoods
have Walk Scores between 75 and 92.

—Rental Properties in Downtown—

Base rent, unit sizes and rents per square foot for the 10 Downtown rental properties are

summarized on the following pages:

—Studio Units (seven properties)—

L] The lowest reported Downtown studio apartment rent is $625 per month at The St.
Francis, an adaptive re-use property on West Broadway converted in 2004; and the
highest reported rent is $1,785 per month at The Residences at OMNI Louisville, the
hotel property built in 2018 on West Liberty Street.

L] Studios range from 386 square feet at Myers Medical Lofts, an adaptive re-use
property on East Broadway converted in 2022, to 895 square feet at Whiskey Row

Lofts on West Main Street, adapted to residential in 2011.

L] Rents per square foot for studio units range from $0.96 at The St. Francis, to $2.83
at The Residences at OMNI Louisville.

—Omne-Bedroom Units (nine properties)—

L] The lowest reported rent for a one-bedroom, one-bath apartment is $899 per month
at Vue at 3rd Street, a Mid-Century building adapted to residential in 2017; the
highest rent is $1,930 at The Residences at OMNI Louisville. One-bedroom, one-
bath units with den or loft rent from $1,606 at The Edge on 4, a 271-unit property
on South Fourth Street built in 2018, to $1,710 for a two-story unit at Whiskey Row
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Lofts which also includes one-bedroom, one-and-a-half- and two-bath two-story
units with lofts renting from $1,770 to $2,040.

L] One-bedroom units range in size from 426 square feet at Flats on Fifth, an adaptive
re-use property on West Muhammad Ali Boulevard converted in 2020, to 1,112
square feet at Myers Medical Lofts. One-bedroom, one-bath units with den or loft
range from 800 square feet at Whiskey Row Lofts, to 970 square feet penthouse at
The Edge on 4. The one-bedroom, one-and-a-half- and two-bath two-story units
with lofts at Whiskey Row Lofts are 1,045 square feet and 1,115 square feet
respectively.

L] Rents per square foot for one-bedroom, one-bath units range between $1.35 at
Crescent Centre, a 210-unit property built in 1989 on South Third Street, and $2.37
at The Residences at OMNI Louisville. Rents per square foot for one -bedroom,
one-bath units with den or loft range between $1.66 at The Edge on 4, and $1.92 at
Whiskey Row Lofts. Rents per square foot for the one-bedroom, one-and-a-half-
and two-bath two-story units with lofts at Whiskey Row Lofts range from $1.64 to
$1.95.

—Two-Bedroom Units (nine properties)—

L] Most of the two-bedroom units have two baths, although three properties also
include two-bedroom units with just one bath. Rents for two-bedroom, two-bath
units range from $960 at The St. Francis, to $3,748 at The Residences at OMNI
Louisville. The two-bedroom, one-bath units rent from $1,374 at Flats on Fifth, to
$1,912 at Whiskey Row Lofts.

L] Two-bedroom, two-bath apartments range in size from 863 at The St. Francis, to
1,515 square feet at Whiskey Row Lofts. Two-bedroom, one-bath units range from
842 at Flats on Fifth, to 1,230 square feet at Whiskey Row Lofts.

L] Two-bedroom, two-bath rents per square foot fall between $0.76 at The St. Francis
and $2.55 at The Residences at OMNI Louisville. Two-bedroom, one-bath rents per
square foot range between $1.56 at Whiskey Row Lofts, to $1.83 at Myers Medical
Lofts.
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—Three-Bedroom Units (one property)—
L] Of the nine Downtown properties, only The Residences at OMNI Louisville

includes three-bedroom units. The 1,807-square-foot, three-bedroom, two-and-a-half

units rent for $7,535 to $7,635 ($4.17 to $4.23 per square foot).

The larger downtown properties typically include fitness centers and lounges. Newly-constructed
properties typically have more elaborate community amenities, including swimming pools, spas,

grills, and community kitchens.

Two of the nine Downtown properties were still in initial leasing. Another six were at or close to
functional full occupancy (95 percent occupied or higher) at the time of the survey; the two
remaining properties—The Henry Clay and Flats on Fifth had occupancies of 91 and 87 percent
respectively. Occupancies can only be approximated on some buildings where units have been
removed from downtown’s conventional rental stock and repositioned as short-term or corporate

furnished rentals.

The 16 units in the Guthrie-Coke loft building were removed from downtown’s conventional rental
stock when they were repositioned as short-term furnished rentals and rebranded as Mint House
Louisville Fourth Street. The fully-furnished and equipped one and two-bedroom units rent from $90
to $184 a night plus taxes depending on number of bedrooms, date, and length of stay. The 40 units
at The Fincastle on West Broadway have been repositioned as furnished corporate units with a three-

moth minimum lease.

LDG Development is planning to convert the three-story former Cadillac dealership at 728 South

Fourth Street in Downtown into 186 apartments.
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—Rental Properties in the Edge Neighborhoods—

Base rent, unit sizes and rents per square foot for the 16 properties located in the edge

neighborhoods surrounding Downtown Louisville are summarized on the following pages.

—Studio Units (10 properties)—
L] The lowest reported studio apartment rent in the adjacent neighborhoods is $650 per
month at Weissinger-Gaulbert on South Third Street in SoBro converted in 2015;
the highest rent is $1,782 per month at Main & Clay built in 2018 on East Main

Street in Phoenix Hill.

L] Studios range in size from 250 square feet at Hampton Hall built in 1998 on York
Street in SoBro, to 835 square feet at Elevate at Nulu, a 263-unit mix of adaptive re-
use and new construction completed in the early 1980s in built in 2015 in Phoenix
Hill.

L] Rents per square foot for studio units range between $1.50 at Elevate at NulLu, and
$3.18 at Main & Clay.

—Omne-Bedroom Units (15 properties)—

L] The lowest reported rent for a one-bedroom, one-bath apartment is $860 per month
at Park Edge Apartments on South Hancock Street, built in 2011 in Phoenix Hill; the
highest rent is $1,899 at Highland Station, built in 2018 on East Broadway, also in
Phoenix Hill. Waterside at River Park Place, completed in 2019 on River Shore Drive
in Butchertown, includes one-bedroom, one-and-a-half-bath units renting from
$1,240 to $1,595 and one-bedroom, two-bath units for $1,250 to $1,420 a month.
The Baxter, built in 2018 on East Broadway in Phoenix Hill, includes one-bedroom,
two-bath units with dens renting from $2,060 to $2,120.

L] One-bedroom, one-bath units range in size from 390 square feet at Grocer’s Ice
Lofts on East Main Street in Butchertown, adapted to residential use in 2022, to
2,659 square feet at Waterside at River Park Place. Also at Waterside, the one-

bedroom, one-and-a-half-bath units range from 948 to 1,032 square feet and the
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one-bedroom, two-bath units have 868 square feet. The one-bedroom, two-bath

units with dens at The Baxter are 971 square feet in size.

L] Rents per square foot for one-bedroom, one-bath units range between $1.04 at Lofts
of Broadway on Finzer Street in Smoketown, converted to residential use in 2005,
and $4.02 at Waterside at River Park Place. Rents per square foot for one-and-a-half-
bath units at Waterside range from $1.31 to $1.68, and between $1.44 and $1.64 for
the one-bedroom, two-bath units. The one-bedroom, two-bath units with dens at

The Baxter rent from $2.12 to $2.18 per square foot.

—Two-Bedroom Units (12 properties)—

L] Nine of the properties in the adjacent neighborhoods have two-bedroom units with
one, one-and-a-half- or two baths; another two have only two-bedroom, one- or
one-and-a-half-bath two-bedroom units. Rents for two-bedroom, one-bath units
range from $1,119 at Maven @ 806, built in 2022 on East Chestnut Street in Phoenix
Hill, to $1,500 at Grocer’s Ice Lofts. Reported rents for two-bedroom, one-and-a-
half-bath units range from $1,079 to $1,429 for a flat at Elevate at NuLu; two-story
two-bedroom, one-and-a-half-bath units at the same property rent from $1,219 to
$1,412. Rents for two-bedroom, two-bath units range from $1,200 at Weissinger-
Gaulbert, to $3,040 at Waterside at River Park Place.

L] Two-bedroom, one-bath apartments range in size from 710 square feet at Grocet’s
Ice Lofts, to 980 square feet at Weissinger-Gaulbert. The two-bedroom, one-and-a-
half-bath units at Elevate at NuLu range from 820 to 1,185 square feet. Two-
bedroom, two-bath apartments range from 844 square feet for a unit with a loft at
Maven @ 8006, to 1,417 squate feet at Waterside at River Park Place. The Baxter has
a 1,309-square-foot two-bedroom, two-bath unit with a den, and a two-and-a-half-

bath penthouse with 1,806 square feet.

[} Two-bedroom, one-bath rents per square foot range between $1.17 to $2.11;
reported per square foot rents for two-bedroom, one-and-a-half-bath rents range
between $1.10 and $1.32. Two-bedroom, two-bath rents per square foot fall between
$0.98 and $2.49.
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—Three-Bedroom Units (four properties)—
L] Current rents are only available for two of the four properties with three-bedroom
units: $1,535 for new, two-story, three-bedroom, one-and-a-half-bath units at the
mixed-income Beecher Terrace in the Near West End, and $1,600 for three-

bedroom, two-bath apartments at Weissinger-Gaulbert.

L] Three-bedroom, two-bath apartments at Elevate at NuLu have 2,085 square feet;
while those at Weissinger-Gaulbert range from 2,200 to 2,400 square feet. The three-
bedroom, one-and-a-half-bath units at Beecher Terrace range from 1,444 to 1,507
square feet. Main & Clay includes 1,783-square-foot three-bedroom, two-and-a-half-
bath units.

L] The three-bedroom, two-bath apartments at Weissinger-Gaulbert rent for $0.67 to
$0.73 per square foot range. The three-bedroom, one-and-a-half-bath units at

Beecher Terrace rent for $1.06 per square foot.

As in the Downtown properties, community amenities in larger adjacent neighborhoods properties
include pools, fitness centers, and lounges. One property, Highland Station, includes electric vehicle

charging facilities.

Nine of the 15 properties in adjacent neighborhoods were at or close to functional full occupancy
(95 percent occupied or higher) at the time of the survey. Grocet’s Ice Lofts, Maven @ 806, and the
third phase of the mixed-income Beecher Terrace remain in initial lease-up. The other three
properties—Weissinger-Gaulbert, Highland Station, and The Baxter—have occupancies between 90

and 92 percent.

The 79-unit Quad apartments in Phoenix Hill, a block from the University of Louisville Hospital, was
built in 2011, By an affiliation agreement with the university, leasing is limited to medical, dental,
public health and graduate nursing students and residents of the university’s Health Sciences Center.

Studio to two-bedroom units rent from $710 to $1,250 a month ($1.48 to $1.83 per square foot).
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—Multi-Family and Single Family Attached For-Sale Properties—

There are currently no new condominiums for sale in the Study Area; a 19th century building
converted to residential use as a single unit is the only townhouse on the market. Table 4 outlines
the single townhouse and 12 condominium units currently offered for resale in Downtown
Louisville and four resale condominium units currently on the market in the adjacent neighborhoods

of the East Market District and the Near West End.

Of the eight properties with resale condominiums included on Table 4, all but one—Waterfront
Park Place on East Witherspoon Street with a Walk Score of 66—are in very walkable locations,

with Walk Scores between 85 and 93.

The townhouse listed for sale in Downtown is a 4,398-square-foot, three-bedroom, three-and-a-half-
bath unit with a four-car garage and flexible ground floor space. It was originally listed for $1,495,00
when conversion to resident was completed in mid-2022. After two reductions, it is currently listed

for $1,150,000 ($261 per square foot). It’s location at 323 East Market Street has a Walk Score of 87.

There are 12 condominiums listed for-sale in five Downtown properties, buildings ranging in age
from 14 years old to one, Mercantile Gallery Lofts, constructed in the late 19th century. Seven of the
listings have asking prices below $400,000, ranging from $217,000 for one of the 11 condominiums
in The Henry Clay, a 921-square-foot, one-bedroom, one-and-a-half-bath apartment, to $367,500 for
a 1,340-square-foot, a two-bedroom, two-bath unit at Fleur-de-Lis on Main built in 2009. Asking
prices per square foot in units priced below $400,000 run from $193 to $274. The five Downtown
listings with asking prices above $400,000 range from $434,000 for a 1,323-square-foot, two-
bedroom, two-bath unit at Fleur-de-Lis on Main, to $689,500 for a 2,743-square-foot, two-bedroom,
two-and-a-half-bath unit at Waterfront Park Place. Asking prices per square foot in those units range

from $251 to $355.

There are just four condominiums listed for-sale in three properties in adjacent neighborhoods:
three units in two properties in the East Market District and one adaptive re-use property in the
Near West End. Asking prices range from $249,900 for a 978-square-foot, one-bedroom, two-bath

unit at the SoHo Lofts built in 2011 on South Campbell Street in the East Market District, to
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$435,000 for a 1,926-square-foot, two-bedroom, two-bath unit at the Glassworks II on South 8th

Street, converted to residential in 2004. Asking prices per square foot run from $226 to $256.

—Single Family Detached For-Sale Properties—

There are currently no detached houses listed for resale in Downtown; there are three newly-
constructed houses and eight resale houses listed with prices at or above $200,000 for sale in the

adjacent neighborhoods of Butchertown, Phoenix Hill, and Smoketown. (See Table 5.)

Two nearly identical newly-constructed houses on North Wenzel Street in Butchertown are for sale,
as outlined on Table 5. The 1,274- and 1.296-square-foot, two-bedroom, two-and-a-half-bath houses
entered the market in December, priced at $415,000, but after two price decreases are currently
listed at $385,000 ($297 and $302 per square foot). They sit side by side on 2,300-square-foot lots
adjacent to the outdoor dining area of a restaurant servicing locally-sourced food, a location with
Walk Score of 76. The third newly-constructed unit is a recently completed 1,700-square-foot, three-
bedroom, two-and-a-half-bath house on a small infill lot on East Kentucky Street in Smoketown

listed for $314,900 ($185 per square foot).

The eight resales listed with prices at or above $200,000 in adjacent neighborhoods range from a
1,050-square-foot, three-bedroom, two-bath house built in 1994 on South Shelby Street in
Smoketown asking $200,000 ($190 per square foot), to a 3,300-square-foot, four-bedroom, two-and-
a-half-bath house built over a hundred years ago on a corner East Washington Street lot in
Smoketown listed at $659,000 ($200 per square foot). The next highest asking price is $399,000 for a
1,710-square-foot, three-bedroom, one-and-a-half-bath Smoketown house; and four of the
remaining houses have asking prices in the $200,000s. Per-square-foot prices of the eight resale

listings range between $131 and $360.
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OPTIMUM MARKET POSITION: DOWNTOWN LOUISVILLE AND THE EDGE NEIGHBORHOODS
What are the rents and prices that correspond to target household financial capabilities?

As noted under AVERAGE ANNUAL MARKET POTENTIAL FOR DOWNTOWN LOUISVILLE AND THE EDGE
NEIGHBORHOODS, an annual average of 9,870 younger singles and couples, empty nesters and retirees,
and traditional and non-traditional families of all incomes represent the potential market for new and
existing housing units within the Study Area each year over the next five years. However, this study
is focused on new construction/renovation with unrestricted rents and prices, which primarily

includes market-rate and affordable (workforce) units.

For purposes of this analysis, then, the rent ranges for the market-rate component of newly-

constructed/ renovated housing units that could be developed in the Downtown and Edge

Neighborhoods Study Area are derived from the financial capabilities of those target households
with annual incomes at or above 100 percent AMI, which ranges from $59,300 and up for a single-person housebold
to $84,700 and up for a four-person household. (Typical household sizes in downtown and edge locations
range between one and four persons per household, with a predominance of one- to two-person

households.)

Households with incomes between 60 and 100 percent of the AMI comprise the market for new
affordable (workforce) rental multi-family housing units. These households have incomes ranging
between $35,600 and $59,300 for a single-person household to $50,800 and $84,700 for a four-

person household.

For new affordable for-sale multi-family housing units, the target households have annual incomes
between 80 and 100 percent AMI, which ranges between $47,450 and $59,300 for a single-person
household to $67,750 and $84,700 for a four-person household.

The combined housing preferences by tenure and by income of those 6,046 target households are

detailed on the table following this page (reference again Table 1).
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Tenure/Housing Type Propensities by Income
Annual Average Market Potential for New and Existing Housing Units
DOWNTOWN LOUISVILLE AND EDGE NEIGHBORHOODS
Metro Louisville, Kentucky

HOUSING TYPE

Multi-family for-rent
(lofts/apartments, leaseholder)
60% to 80% AMI
80% to 100% AMI
> 100% AMI

Multi-family for-sale

(lofts/apartments, condo/co-op ownership)
60% to 80% AMI
80% to 100% AMI
> 100% AMI1

Single-family attached for-sale
(townhouses, rowhouses, fee-simple ownership)
60% to 80% AMI
80% to 100% AMI
> 100% AMI

Single-family detached for-sale
(houses, fee-simple ownership)

60% to 80% AMI

80% to 100% AMI

> 100% AMm1

Total

NUMBER
3,273
651

479
2,143

404
74

55
275

610
115

88
407

1,759
292

244
1,223

6,046

HOUSEHOLDS........
PERCENT

54.1%
10.8%

7.9%
35.4%

6.7%
1.2%

0.9%
4.5%

10.1%
1.9%

1.5%
6.7%

29.1%
4.8%

4.1%
20.2%

100.0%

NotE:  For fiscal year 2022, the Louisville, KY-IN HUD Median Family Income for a family of four

was $84,700.

SOURCE: Zimmerman/Volk Associates, Inc., 2023.

—Multi-Family Distribution by Rent Range—

The number of households able to afford the specified rent ranges detailed on the following table

was determined by calculating a monthly rental payment including utilities and ranging between 25

and 30 percent of annual gross income. (Although it is quite possible that many households will pay

up to 40 percent of their annual gross incomes in rent, this analysis follows the HUD

recommendation that a tenant pay no more than 30 percent of gross income for rent and utilities.)

As noted above, an annual average of 3,273 households per year with incomes above 60 percent AMI

represent the target markets for newly-constructed/renovated rental housing units within the
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Downtown Louisville and Edge Neighborhoods Study Area, yielding the rent distribution shown on

the following table (see also Table 6 following the texi):

New Multi-Family For-Rent
Distribution by Rent Range
HOUSEHOLDS WITH ANNUAL INCOMES ABOVE 60% AMI
DOWNTOWN LOUISVILLE AND EDGE NEIGHBORHOODS
Metro Louisville, Kentucky

MONTHLY HOUSEHOLDS

RENT RANGE PER YEAR PERCENTAGE
$750-$1,000 144 4.4%
$1,000-$1,250 393 12.0%
$1,250-$1,500 484 14.8%
$1,500-%1,750 743 22.7%
$1,750-$2,000 489 14.9%
$2,000-$2,250 336 10.3%
$2,250-$2,500 221 6.8%
$2,500-%2,750 136 4.2%
$2,750-$3,000 103 3.1%
$3,000-$3,250 71 2.2%
$3,250-$3,500 53 1.6%
$3,500 and up _ 100 _31%
Total: 3,273 100.0%

SOURCE: Zimmerman/Volk Associates, Inc., 2023.

Ll By far, the largest group of target renters are younger singles and couples, at 69.6 percent of

the market for new rental units within the Downtown Louisville and Edge Neighborhoods

Study Area. An estimated 14.7 percent have careers that provide them with the financial

capacity to afford rents at or above $2,500 per month; the majority—53.3 percent, represent

the market for units with rents between $2,500 and $3,500 per month; and the remaining 32

percent of the younger cohort, would only be able to support rents between $750 and $1,500

per month.

L] Empty nesters and retirees represent 22.6 percent of the market for new rental units within

the Study Area. Just over 11 percent of the target empty nester and retiree market have the

incomes that enable them to support rents above $2,500 per month. The majority, at 60.4

percent, represent the market for new units with rents between $1,500 and $2,500 per

month. The remaining 28.6 percent can afford rents between $750 and $1,500 per month.
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[} Traditional and non-traditional families make up the remaining 7.9 percent of the market for

new rental units within the Study Area. Just under 18 percent of the family market have the

financial capabilities to pay rents at or above $2,500 per month; the majority at 67.7 percent

can support rents between $1,500 and $2,500 per month; and the remaining 14.4 percent can

only afford rents between $750 and $1,500 per month.

—Multi-Family Distribution by Price Range—

An annual average of 404 households with incomes above 80 percent AMI represent the target

markets for newly-constructed for-sale multi-family housing units (condominiums) within the Study

Area (as shown on Table 7 following the texi). Supportable price points have been determined based on a

down payment of 10 percent, a mortgage interest rate of 6.5 percent, and a monthly mortgage

payment, covering principal, interest, taxes and utilities, that does not exceed 25 to 30 percent of

gross income for each of the annual average 404 households that represent the potential for-sale

multi-family market each year over the next five years, yielding the distribution shown on the

following table:

New Multi-Family For-Sale
Distribution by Price Range

HOUSEHOLDS WITH ANNUAL INCOMES ABOVE 80% AMI
DOWNTOWN LOUISVILLE AND EDGE NEIGHBORHOODS

Metro Louisville, Kentucky

PRICE
RANGE

$125,000-$175,000
$175,000-$225,000
$225,000-$275,000
$275,000-$325,000
$325,000-$375,000
$375,000 and up

Total:

SOURCE: Zimmerman/Volk Associates, Inc., 2023.

HOUSEHOLDS
PER YEAR

48
117
115

63

34
_27

404

PERCENTAGE

11.9%
28.9%
28.5%
15.6%
8.4%
_06.7%

100.0%

L) Younger singles and couples comprise over 58 percent of the market for new for-sale multi-

family units (condominiums) within the Study Area. Over 10 percent of the younger singles

and couples have the income and assets to purchase new condominiums with base prices

over $325,000. Another 41.3 percent would be in the market for new units priced between
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$225,000 and $325,000, and 48.5 percent can afford new condominiums with base prices
between $125,000 and $225,000.

[l Empty nesters and retirees represent nearly 34 percent of the market for new condominiums
within the Study Area. Over 20 percent of the empty nesters and retirees could afford new
units priced over $325,000. Another 45.3 percent would be in the market for new
condominiums with base prices between $225,000 and $325,000 and the remaining 34.3
percent could afford new condominiums priced between $125,000 and $225,000.

[ Traditional and non-traditional families are the smallest market segment at just under eight
percent of the market for new condominiums in the Study Area. Over 28 percent have the
income and assets to purchase new condominiums priced over $325,000, the majority at 59.4
percent would be in the market for new condominiums with base prices between $225,000
and $325,000, and the remaining 12.5 percent of families could only afford new
condominiums priced between $125,000 and $225,000.

—Single-Family Attached Distribution by Price Range—

An annual average of 610 households with incomes above 80 percent AMI represent the target
markets  for  newly-constructed ~ for-sale  single-family = attached  housing  units
(rowhouses/townhouses) within the Study Area (as shown on Table 8 following the fext). Again,
supportable price points have been determined by assuming a down payment of 10 percent,
mortgage interest of 0.5 percent, and a monthly mortgage payment, covering principal, interest, taxes
and utilities, that does not exceed 25 to 30 percent of gross income for each of the 610 annual
households that represent the annual potential for-sale single-family attached market, yielding the

distribution shown on the table following this page.
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New Single-Family Attached For-Sale
Distribution by Price Range
HOUSEHOLDS WITH ANNUAL INCOMES ABOVE 80% AMI
DOWNTOWN LOUISVILLE AND EDGE NEIGHBORHOODS
Metro Louisville, Kentucky

PRICE HOUSEHOLDS

RANGE PER YEAR PERCENTAGE
$125,000-$175,000 115 18.9%
$175,000-$225,000 172 28.2%
$225,000-$275,000 132 21.6%
$275,000-$325,000 102 16.7%
$325,000-$375,000 48 7.9%
$375,000 and up 4 6.7%
Total: 610 100.0%

SOURCE: Zimmerman/Volk Associates, Inc., 2023.

L) Younger singles and couples are again the largest market, making up 52.5 percent of the
market for new for-sale single-family attached units (rowhouses/townhouses) within the
Study Area. An estimated 5.6 percent of the younger singles and couples have the income
and assets to purchase new rowhouses/townhouses with base prices over $325,000. Another
34.1 percent would be in the market for new units priced between $225,000 and $325,000,
and the majority, 60.3 percent, can afford new rowhouses/townhouses with base prices

between $125,000 and $225,000.

L) Empty nesters and retirees represent 36.4 percent of the market for new
rowhouses/townhouses within the Study Area. Neatly 25 percent of the empty nesters and
retirees could afford new units priced over $325,000; 44.1 percent would be in the market
for new rowhouses/townhouses with base prices between $225,000 and $325,000; and the
remaining 31.1 percent could afford new single-family attached units priced between
$125,000 and $225,000.

L] Traditional and non-traditional families are again the smallest segment at 11.1 percent of the
market for new single-family attached units in the Study Area. Nearly 24 percent have the
income and assets to purchase new rowhouses/townhouses priced over $325,000, and just
under 40 percent would be in the market for new rowhouses/townhouses with base prices
between $225,000 and $325,000. The remaining 36.8 percent can afford new
rowhouses/townhouses with base prices between $125,000 and $225,000.
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—Single-Family Detached Distribution by Price Range—

An annual average of 1,759 households with incomes above 80 percent AMI represent the target
markets for newly-constructed for-sale single-family detached housing units (houses) within the
Study Area (as shown on Table 9 following the texi). Again, supportable price points have been
determined by assuming a down payment of 10 percent, mortgage interest of 6.5 percent, and a
monthly mortgage payment, covering principal, interest, taxes and utilities, that does not exceed 25
to 30 percent of gross income for each of the 1,759 annual households that represent the annual
potential for-sale single-family detached market, yielding the distribution shown on the following

table:

New Single-Family Attached For-Sale
Distribution by Price Range
HOUSEHOLDS WITH ANNUAL INCOMES ABOVE 80% AMI
DOWNTOWN LOUISVILLE AND EDGE NEIGHBORHOODS
Metro Louisville, Kentucky

PRICE HOUSEHOLDS

RANGE PER YEAR PERCENTAGE
$150,000-$200,000 202 11.5%
$200,000-$250,000 426 24.2%
$250,000-$300,000 509 28.9%
$300,000-$350,000 259 14.7%
$350,000-$400,000 204 11.6%
$400,000 and up 159 9.1%
Total: 1,759 100.0%

SOURCE: Zimmerman/Volk Associates, Inc., 2023.

L] Empty nesters and retirees are the largest market, representing almost 60 percent of the
market for new for-sale single-family detached units (houses) within the Study Area. Just
under 28 percent of the older couples have the income and assets to purchase new houses
with base prices over $350,000. Another 41.5 percent would be in the market for new houses
priced between $250,000 and $350,000, and 30.6 percent can afford new
rowhouses/townhouses with base prices between $150,000 and $250,000.

L) Younger singles and couples represent 27.5 percent of the market for new detached houses
within the Study Area. Just 2.5 percent of younger singles and couples could afford new

houses priced over $350,000; 45.3 percent would be in the market for new houses with base
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prices between $250,000 and $350,000; and a 52.2 percent majority could afford new houses
priced between $150,000 and $250,000.

[ Traditional and non-traditional families are again the smallest segment at 12.7 percent of the
market for new single-family detached units in the Study Area. Nearly 26 percent have the
income and assets to purchase new houses priced over $350,000, and just over 50 percent
would be in the market for new detached houses with base prices between $350,000 and
$350,000. The remaining 24.2 percent can afford new houses with base prices between
$150,000 and $250,000.

—OPIIMUM MARKET POSTTION: NEW CONSTRUCTION/RENOVATION—

The optimum market position for newly-constructed/renovated matket-rate and affordable
(workforce) housing units in the Downtown Louisville and Edge Neighborhoods Study Area has
been developed based on a variety of factors, including but not limited to:
e The tenure and housing preferences, financial capabilities, and lifestages of the target
households;
* The assets and amenities located in the Study Area; and

* Current market area residential dynamics.

Based on these factors, the optimum market position for newly-constructed/renovated affordable
and market-rate rental and for-sale multi-family and for-sale single-family attached and detached
housing units within the Downtown Louisville and Edge Neighborhoods Study Area is summarized

on the table on the following pages. (Se¢ also Table 10 following the text for greater detail.)
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Optimum Market Position: New Construction/Renovation
DOWNTOWN LOUISVILLE AND THE EDGE NEIGHBORHOODS
Metro Louisville, Kentucky

PERCENT UNIT BASE RENT/ UNIT BASE RENT/PRICE
Mix CONFIGURATION PRICE SIZE PER SQ. Fr1.

MuULTI-FAMILY FOR-RENT

35% Studio/1ba $900 to 500 to $1.67 to
$1,000 600 sf $1.80

35% 1bt/1ba $1,100 to 700 to $1.50 to
$1,200 800 sf $1.57

20% 2br/1ba $1,300 to 850 to $1.47 to
$1,400 950 sf $1.53

10% 3br/1ba $1,550 to 1,100 to $1.32 to
$1,650 1,250 sf $1.41

..... Households with Incomes at 100% AMIand up . . . ..

30% Studio/1ba $1,400 to 550 to $2.38 to
$1,550 650 sf $2.55

40% 1bt/1ba $1,600 to 750 to $2.13 to
$1,850 850 sf $2.18

25% 2br/2ba $1,950 to 950 to $1.96 to
$2,250 1,150 sf $2.05

5% 2br/2ba $2,450 to 1,300 to $1.83 to
$2,750 1,500 sf $1.88

MULTI-FAMILY FOR-SALE
..... Households with Incomes Between 80% and 100% AMI. . . ..

40% 1bt/1ba $150,000 to 750 to $194 to
$175,000 900 sf $200

35% 2br/1ba $200,000 to 950 to $205 to
$225,000 1,100 sf $211

25% 2br/2ba $235,000 to 1,150 to $200 to
$250,000 1,250 sf $204

continued on the following page . . . .
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.. continned from the preceding page

PERCENT UNIT

Mix CONFIGURATION

BASE RENT/

PRICE

MULTI-FAMILY FOR-SALE

UNIT
SIZE

e Households with Incomes at 100% AMIand up . . .

30% Studio/1ba

40% 1bt/1ba

25% 2br/2ba
5% 3bt/2.5ba

$225,000 to
$245,000

$275,000 to
$295,000

$350,000 to
$375,000

$395,000 to
$450,000

650 to
750 sf

850 to
950 sf

1,150 to
1,250 sf

1,350 to
1,550 sf

SINGLE-FAMILY ATTACHED FOR-SALE

60% 2br/1.5ba

40% 3bt/1.5ba

50% 2br/2.5ba
40% 3bt/2.5ba
10% 3bt/3.5ba

$215,000 to
$230,000

$240,000 to
$265,000

$365,000 to
$385,000

$425,000 to
$465,000

$485,000 to
$500,000

1,100 to
1,200 sf

1,250 to
1,400 sf

1,200 to
1,300 sf

1,450 to
1,600 sf

1,700 to
1,850 sf

SINGLE-FAMILY DETACHED FOR-SALE

50% 2br/1ba

50% 3br/2ba

$195,000 to
$220,000

$245,000 to
$265,000

1,000 to
1,150 sf

1,300 to
1,450 sf

ceee Households with Incomes at 100% AMIand up . . .

35% 2br/2ba
40% 3br/2ba
25% 3bt/2.5ba

SOURCE: Zimmerman/Volk Associates, Inc., 2023.

$300,000 to
$325,000

$445,000 to
$475,000

$495,000 to
$515,000

1,000 to
1,100 sf

1,500 to
1,650 sf

1,750 to
1,900 sf

BASE RENT/PRICE
PER SQ. Fr1.
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Based on the mix of unit types, sizes, and rents/prices outlined in the optimum market position, the

weighted average rents and prices for each of the housing types are shown on the following table:

Weighted Average Base Rents/Prices and Size Ranges
DOWNTOWN LOUISVILLE AND THE EDGE NEIGHBORHOODS
Metro Louisville, Kentucky

WEIGHTED AVERAGE
HOUSING WEIGHTED AVERAGE WEIGHTED AVERAGE BASE RENTS/PRICES
TYPE BASE RENTS/PRICES UNIT S1ZE PER SQ. Fr1.
MULTI-FAMILY FOR-RENT
Incomes Between 60% and 100% AMI $1,165 752 sf $1.55
Incomes at 100% AMI and up $1,787 832 sf $2.15
MuULTI-FAMILY FOR-SALE
Incomes Between 80% and 100% AMI $199,800 988 sf $202
Incomes at 100% AMI and up $295,850 941 sf $314
SINGLE-FAMILY ATTACHED FOR-SALE
Incomes Between 80% and 100% AMI $234,500 1,220 sf $192
Incomes at 100% AMI and up $414,750 1,413 sf $294
SINGLE-FAMILY DETACHED FOR-SALE
Incomes Between 80% and 100% AMI $231,250 1,225 sf $189
Incomes at 100% AMI and up $419,400 1,453 sf $289

SOURCE: Zimmerman/Volk Associates, Inc., 2023.

The proposed rents and prices are in year 2023 dollars and are exclusive of location or floor
premiums and consumer-added options or upgrades. Location will have a significant impact on
values, ranging from as much as a 10 percent premium on new properties located in the most
walkable and amenity-laden areas to a reduction of up to five percent on new properties located in

more auto-dependent, less walkable parts of the Study Area.

MARKET CAPTURE

How fast will the units lease or sell?

Based on 35 years’ expetience using the target market methodology in 47 states, Zimmerman/Volk
Associates has developed and refined a capture rate methodology scaled to study area size and
context. Zimmerman/Volk Associates has determined that, for a study area the size of the
Downtown Louisville and Edge Neighborhoods, a capture rate of between 10 and 12.5 percent of

the annual average number of potential renters (annual absorption forecast) is supportable each year
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over the next five years, assuming the production of appropriately-positioned new housing. For
condominiums, the capture rate ranges between 7.5 and 10 percent; for townhouses, five to 7.5

percent; and for single-family detached houses 2.5 to five percent.

Based on these capture rates, annual average absorption of new affordable and market-rate units in
Downtown Louisville and the Edge Neighborhoods Study Area is forecast as shown on the

following table (see again Table 10 following the texi):

Annual Forecast Absorption
DOWNTOWN LOUISVILLE AND THE EDGE NEIGHBORHOODS
Metro Louisville, Kentucky

ANNUAL CAPTURE
UNITS ABSORBED RATES

MuULTI-FAMILY FOR-RENT

Total 327 - 409 10 -12.5%
60% to 100% AMI 113 - 141
100% AMI and Above 214 - 263

MULTI-FAMILY FOR-SALE

Total 25 - 34 7.5 -10%
80% to 100% AMI 4 - 6
100% AMI and Above 21 - 28

SINGLE-FAMILY ATTACHED FOR-SALE

Total 24 - 38 5-7.5%
80% to 100% AMI 4 - 7
100% AMI and Above 20 - 31

SINGLE-FAMILY DETACHED FOR-SALE

Total 37 - 73 2.5 -5%
80% to 100% AMI 6 - 12
100% AMI and Above 31 - 61

SOURCE: Zimmerman/Volk Associates, Inc., 2023.

At these capture rates, between 413 and 554 new units, both affordable and market-rate, could be
leased or sold in the Study Area each year over the next five years; at the end of five years, between
1,635 and 2,045 new rental units and from 430 to 725 new ownership housing units could be added

to the Study Area’s housing stock.
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New housing units, configured according to target market preferences, can not only attract new
households to the Downtown Louisville and Edge Neighborhoods Study Area and to Metro
Louisville, but can also provide appropriate alternatives to households that, due to a change in

household composition or economic status, might otherwise have moved out of the Study Area.

The capture rates of the annual potential market used here fall within the target market

methodology’s parameters of feasibility.

NOTE: Target market capture rates are a unique and highly-refined measure of feasibility.
Target market capture rates are ot equivalent to—and should not be confused
with—penetration rates or traffic conversion rates.

The target market capture rate is derived by dividing the annual forecast
absorption—in aggregate and by housing type—by the number of
households that have the potential to purchase or rent new housing within a
specified area i a given year.

The penetration rate is derived by dividing the 772/ number of dwelling
units planned for a property by the #ofa/ number of draw area households,
sometimes qualified by income.

The traffic conversion rate is derived by dividing the 7072/ number of buyers

or renters by the #oza/ number of prospects that have visited a site.

Because the prospective market for a location is more precisely defined, target
market capture rates are higher than the more grossly-derived penetration rates.
However, the resulting higher capture rates are well within the range of prudent

feasibility.
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