WINDERMERE

ﬂ Economics

The Washington Ownership
Housing Market

Where We Were, Where We Are, & Where
We Are Going (if we aren’t careful!)

Presented by: Matthew Gardner

CHIEF ECONOMIST; WINDERMERE REAL ESTATE

WINDERMERE (Q) REAL ESTATE

How Did We Get Here?

WINDERMERE

ﬂ Economics




Demographics

WINDERMERE

ﬂ Economics

in millions

8.0

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Over the Past
Decade, the State
Added More than

954K New Residents

Washington State is now
the 13" most populous
state in the Union — up
from 15" in 2000
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the State Averaged
| Sl Over 100K New
. Residents per Year
’ WA population growth of
BNB00 over the past decade was
13.5%. This was the 4
40,000 fastest pace in the Nation
— behind Idaho, Utah and
20,000 Nevada
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30,000 State Growth has Not
Been Driven by Natural

25,000 Increases

BRI600 Since the 60’s, natural

growth averaged
15,000 33,000/year; however, the
decline over the past

10,000 decade has been palpable
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People Have Been
Moving to WA at the
Fastest Pace on
Record
Since the 60’s, in-
migration averaged
47,800/year, but has
jumped to an average of
over 73,000 during the
past decade

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

WINDERMERE

POPULATION CHANGE FROM MIGRATION il Economics

Washington Counties

WINDERMERE

ﬂ Economics




Source:
Washington State OFM

Powered by Bing
© GeoNames, TomTom

anll Economics

9% 7.2%

1.4% = 0.0%

-~ 0.8% Wi 0.4%

Powered by Bing
© GeoNames, TomTom

POPULATION GROWTH (2021-2022) il Economics




(2021-2022) ﬂ Eéonomics

IN-MIGRATION (2021-2022) aill | Economics




Island Co: 11.7%

Kitsap Co:
11.8%

Population Density Has
Risen by 16.9% Since
2010
Although more urbanized
areas have seen density
increase, so have many

suburban and rural
counties

/

Wahkiakum Co:
14.0% © Geottames. TomTons
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Island Co:
17.0%

Millennials Make Up
21% of the State
Population
1.6 million Millennials live
in WA State — these
counties are home to
more than the median
share

Kitsap Co:
18.6%

18.8%

MILLENNIAL POPULATION (2021)  mll Economics




Retirees Make Up 17%
of the State Population
1.3 million retirees live in
WA State — these counties
are home to more than the
median share
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Single-Family Building

Permit Activity
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m Housing Units  memployed civilian labor force (16+)
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Jobs vs Housing
From 2000 to 2019, WA
added jobs twice as fast
as it added housing units,
creating a demand/supply
imbalance
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Between 2013 & 2022
the State Added Over
400,000 New
Households

The pace of new
household formations is
unlikely to slow with my
current forecast
suggesting that over
220,000 new households
will be formed over the
next 5-years
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35,000 Although This May

00 Look Reasonable, it

Isn’t

- Excluding the “Bubble”

20,000 period (2008/12) single-

15,000 family permits have

o averaged 27,000 annually.
This level has not been

2200 seen since 2007
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By Region:
Puget Sound
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Puget Sound

SINGLE-FAMILY PERMIT ISSUANCE (2021)@\ ECOROMICS
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The Peninsula
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Peninsula
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Southern Washington
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Southern Washington
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Central Washington
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Central Washington
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Central Washington
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Eastern Washington
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Eastern Washington

Eastern Washington

CHANGE IN SF PERMITS (2019/2021) il Economics




Land Cost & it’s
Share of a Homes Value
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Island Co: +51%
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Island Co: 61.1%

Kitsap Co:
58.5%
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 The State Continues to See It’'s Population Expand
with 1.2M more Residents Today Than in 2010;

* In-Migration to the State Has Been Driving Growth
& | Expect This to Continue (think CA) for the
Foreseeable Future; &

* As the Demographic Makeup of the State

Continues to Evolve, Housing Demands Have
Changed

FINDINGS ll | Economics
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Statewide Ownership
Housing Market
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mmm Annual median sale price —Percentage change
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Housing Affordability
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The Housing Affordability Index measures the ability of a middle-
income family to carry the mortgage payments on a median price
home.

When the index is 100 there is a balance between the family's ability
to pay and the cost. Higher indexes indicate housing is more
affordable.

First-time buyer index assumes the purchaser's income is 70% of the
median household income. Homes purchased by first-time buyers
are 85% of area's median price.

All loans are assumed to be 30-year loans with 25% of income used
for principal and interest payments. First-time buyer index assumes
10% down.
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Lincoln County
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A Look at the Future
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Island Co:
+4.2%

Wahkiakum Co:
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 Housing is a Fundamental Need, But the State Has
Failed to Provide Enough Housing to Meet the Needs
of the Growing Population;

* With More Growth than Housing Options (in Concert
With Historically Low Mortgage Rates, Home Prices
Skyrocketed Home Ownership is Now Out of the
Reach of a Majority of Households; &

* This is Not Just a Puget Sound Issue. It Exists Across
the State.
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So! What Can Be Done?
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Missing Middle Housing
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5+ UNIT PERMITS

Lots of Apartments
This development type
accounted for over 50%
of total unit permits
Columbia, King, Skagit,
Snohomish, & Thurston
counties
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A Vast Majority of
These Units are
Apartments
King, Skagit, & Thurston
County have an above
average market share
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Where Multifamily
Housing Is Allowed

‘\\K Data: City of Seattle®

P o
AR 2 Single-Family Yellow: 30 Square Miles; 165,000 homes

housing only

Parks & open
space

(\ i Blue: 10 Square Miles; 200,000 homes
L]

L T )
Households who cannot afford, or want a more
affordable option are limited to the areas of the

city shaded blue--those zoned for a mix of housing,
including multifamily housing.
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Minneapolis (2018) — The Minneapolis
2040 Comprehensive Plan

* Legalizes Duplex & Triplex Homes on all Single-
Family Zoned Land Citywide

Results to Date

* 62 Duplex & 17 Triplex Unit Permits Issued,;

* Half of the Duplexes & 14 of the Triplexes were
Built on Single-Family Zoned Land.

| AREAS WHERE ZONING FORM HAS BEEN ENACTED nll | Economics

Oregon (2019) — HB-2001

HB 2001

* Legalizes Duplexes on all SF Land in Markets with
Population Over 10,000;

* Legalizes Duplex, Triplex, & Quads on all SF
Zoned land in Communities with Population Over
25,000;
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Oregon (2021) — SB-458

SB 458

* Allows for Lot Divisions of a “parent lot” Solely for
Ownership Opportunities of Middle Housing Units;

* Bans Cities and Counties from Mandating
Driveways or Parking Spaces in Land Use
Applications; &

* Prohibits HOA'’s or Restrictive Covenants from
Forbidding Partition Division

| AREAS WHERE ZONING FORM HAS BEEN ENACTED il Eeomermics

California (2021) — SB-9

* It allows homeowners in most areas around the
state to divide their property into two lots, thereby
increasing opportunities for homeownership in
their neighborhood; &

* It allows two homes to be built on each of those
lots, with the effect of legalizing fourplexes in
areas that previously only allowed one home.
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DUPLEXES

Banned in
80 percent

of Spokane

Albeit Temporarily

Spokane City Council

- | voted unanimously to

: . | approve a 1-year pilot

] program that allows
duplexes, triplexers &
quads to bey built on
single-family lots

(©uplexes banned)
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DON'T
BULLDOZE

OUR NEIGHBORHOODS
Change the 2040 PLAN!

MINNEAPOUSFOREVERYONE.ORG
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Support Completely Rewriting the
Methodology for the BLA (it's Been 30-Years!)

1. Zoned Capacity Estimates Ignore Financial Feasibility,
Demand for that Type of Housing, & Landowners’
Willingness to Sell;

2. Population Projections are Notorious for their Inaccuracy;

3. ltIncludes Land That is Highly Unlikely to See
Development;

Etc. etc. etc......

WHAT CAN BE DONE? ol | Economics

Optimize Residential Densities

» Pass Legislation to Allow Select Multifamily Development
To Occur Inside Single-Family Zoned Areas;

* Look at Increasing Minimum Gross Densities in all
Residential Zones;

* Lot Size Averaging;
e Raise Short Plat Thresholds; &

» Allow a Duplex on each Corner Lot Within All Single-Family
Zones
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Speed Up the Permitting Process

» Statewide, the Average Delay in Permit Issuance
Was More than 6-months and Added Over
$26,000 to the Cost of a New Home Due to Carry
Costs.

Reduced Building Setback Requirements

» Larger Setbacks Lower Density Which Raises Cost
Pressure

WHAT CAN BE DONE? ol | Economics

Local Vesting of Regulations & Moratoria

* Vesting Ensures Certainty, Stability, & Fairness in
the Development Process; &

* Limit Scope and Duration of Imposed Moratoria

WHAT CAN BE DONE? ol | Economics




Consider Use of State, County,
City, & PUD Land

* There is low-hanging fruit here. Although certainly
not applicable in all regions of the State, Western
Washington & Spokane can benefit from
considering land that could be rezoned and
developed relatively easily

WHAT CAN BE DONE? ol | Economics

Final Thoughts
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Any Questions?
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https://www.facebook.com/mgardnerecon/
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