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Changing Consumer Preferences for Smart Growth




FROM METROPOLITAN TO MEGAPOLITAN
100 MM NEW PP IN U.S. BY 2040 — 60 MM IN 20 MKTS
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DEMOGRAPHIC SHIFTS AND HOUSING DEMAND
BUILT-IN DEMAND FOR HIGHER-DENSITY LIVING

Projected Total Population Growth Rate by Age
2010-2020
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>85% GROWTH IN HOUSEHOLDS WITHOUT CHILDREN
DIFFERENT HOUSEHOLD LANDSCAPE BY 2025

Absolute Change in Households, United States
1980-2005

Married with
children, 1,376,788
Married, no
children, 5,476,979

One-person

Single male with households,
children, 2,165,939 11,825,702

Single female with
children, 4,680,913

Nonfamily,

Other Family, 3.416.246

1,758,377

SOURCE: US Census




CHANGING CONSUMER PREFERENCES
INCREASED PREFERENCE FOR DENSE PRODUCTS

Existing and Preferred Housing Type by Household Type

RCLCO data, shown in blue, suggests that across household sizes, expressed
preference for high-density housing types (defined as units with five or more
units per structure), is greater than data describing currently-occupied units,
30% shown in yellow. This suggests that existing supply of higher-density product
types has not kept pace with demand for these product types.
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GEN Y MAKING ITS MARK TODAY
SHAPING POST-RECESSION PLACEMAKING EFFORTS

RCLCO Consumer Research shows:
» 41% of Generation Y plan to rent for at least three years
» 77% of Generation Y plan to live in an Urban Core

4,200,000 Largest group began graduating in 2009 —
4.100,000 Grgatest demand for rental housing in this
period >

4,000,000
If this group rents for at least three years,
3,900,000 there will be more first-time homebuyers
3,800,000 in the market in 2013-2018 than ever

before

3,700,000
3,600,000
3,500,000

3,400,000
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NOTE: Number of 22-year olds is based upon birth rate and does not factor in death rates and migration.
SOURCE: U.S. Centers for Disease Control and Prevention

RCLCOU

ROBERT CHARLES LESSER & CO_




86% OF GEN Y RENTERS ARE MOVING
MOSTLY GOING TO WALKABLE LOCATIONS

Movement of Gen Y Renters (%)

Rural
Suburban

Not Moving

Move within
45 Current Metro

Close-In
Move to " TTT---o__ (Urban-Lite)
Another Metro )

Where They
Will Move

Source: RCLCO Consumer Research




GEN Y WILL PAY FOR WALKABLE, MIXED-USE
CHALLENGE IS PROVIDING PRODUCT THEY CAN AFFORD

Driven by convenience, connectivity, and a
healthy work-life balance to maintain
relationships

1/3 will pay more to walk to shops, work,
and entertainment

2/3 say that living in a walkable community is
important

More than 1/2 of Gen Y would trade lot size
for proximity to shopping or to work

Even among families with children, one-third
or more are willing to trade lot size and “ideal
homes for walkable, diverse communities

SOURCE: RCLCO Consumer Research




THE “SMART GROWTH GENERATION"
GENERATION Y MAKING WALKABLE HOUSING CHOICES

Generational Tradeoffs (%)

71

Urban Smaller Smaller Less than Less than
Setting lot/walk to  lot/walk to ideal home, ideal home
work shopping closer to closer to
shopping work

SOURCE: RCLCO consumer research




THE “SMART GROWTH GENERATION"
GENERATION Y MAKING WALKABLE HOUSING CHOICES

Product Type Preference Gen Xvs. Gen Y
%

SFD-Sm Lot For single-family
products, preference
for smaller lot homes
and high density SFA
in concert with local
variations will
influence design.

SFD-Lg Lot

TH

LR Condo

Apt :
Alley-loaded parking

HR Condo ) becomes a safety
issue — must be
Patio/Cottage ;f{ mitigated with a
5 reimagining of the
Condo/Retail ;2 alleyway

L/W Unit i%
1

Plex 1

SOURCE: RCLCO Consumer Research




BAMBOO SHOOTS
SMART GROWTH EXPECTATIONS, NOT ASPIRATIONS

More driven by “me green” than “we green”... Bamboo Shoots are ..

399% * Young with the heaviest concentrations in the 20-29 year old age
cohort

* Well educated and likely to have at least a bachelor’s degree if not a
masters or other professional degree

» Looking for urban locations and especially ones with walkability
and/or proximity to public transportation

 Prefer high-rise or mid-rise products, in-line with their urbane
lifestyles

» Passionate about the environment, but only willing to pay for “me
green”

Describe your next rental home. ..
[ Environmentally-Friendly Home @ Energy-Saving Home B Healthy-Home

Unwilling or unable to pay “green premium”...
90% - 85% 70%
80% 60%
70% A

600/0 500}‘0

50% 40%
40%
30%

20% 20%
| . "
0%
9,
Environmentally- Healthy Home Energing Saving 0%

B Non-Green, Inferior Location Friendly Home Would pay more for Would move to community
m Green Apt, Rent Premium walkability for walkability

O Bamboo Shoots [ Overall Sample

30%

O Would move to an apartment with these features
B Would pay more in monthly rent for these features

Hot Button Issues: Physical fithess, reducing automobile trips, walkability, access to direct sunlight, “organic” products
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TWO TYPES OF REAL ESTATE
SHIFT FROM SUBURB TO WALKABILITY, NATURE PRESERVE

68 % of respondents indicate that
they currently live in a
traditional suburban
neighborhood, but only 50%
indicate that they are most
likely to choose type of
neighborhood in their next
home purchase

Instead, response data suggests
increased preference for:

“Traditional Downtown”
“Traditional Neighborhood
Development”

“Nature Preserve” Traditional Traditional Nature
Downtown  Neighborhood Preserve
Development
(TND)

23% of 55+ respondents favoring ; :
small-lot single family M Current Neighborhood H Preferred Neighborhood

detached




TWO TYPES OF REAL ESTATE
SHIFT FROM SUBURB TO WALKABILITY, NATURE PRESERVE

85%
80%
735%
70%
65%
60%
55%
50%

Preference for Single-
Family Detached Home

a2%

Current
Home

Future
Desired
Home

23% of respondents 55-59 years of age
most likely to purchase small-lot
single family detached (14% of those
60+ and 13% of those 50-54 do, as
well)

Family and pre-family buyers distributed

between increased preference for
townhome or condo products and
custom homes

Highest demand for real estate at two
ends of the density spectrum




DEMOGRAPHIC SHIFT + PREFERENCE SHIFT =
POTENTIALLY MUCH HIGHER DEMAND FOR DENSITY
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MIXED-USE NEIGHBORHOODS IN DEMAND
BUYERS TRADING OFF SPACE FOR PLACE

Unit Preference

NEIGHBORHOOD Single-family  Cottage/ Single-Use Mixed-Use
PREFERENCE Detached Patio Townhome Condominium* Condominium**

Attached
Duplex/Triplex

URBAN CORE 5% 3% 1% 10% 19%

TRADITIONAL DOWNTOWN 6% 4% 5% 23% 21%

TRADITIONAL
NEIGHBORHOOD DESIGN

“PARK VILLAGE”

STANDARD SUBDIVISION

NATURE PRESERVE
COMMUNITY

0%

1%

TOTAL

O Dense Product/Dense Neighborhood
SOURCE: RCLCO Consumer Research B Dense Product/Non-Dense Neighborhood
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NOT ALL GEOGRAPHIES ARE CREATED EQUAL
SOME BETTER-POSITIONED TO ABSORB DEMAND
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What about the “Green Building” Movement?




MYTH: TREMENDOUS PENT-UP DEMAND
SOME DATA POINTS TO SUPPLY-SIDE CONSTRAINT

Percentage of Respondents Aware of a Home/Community

Marketed as “Green”, “Walkable”, or “Smart Growth”
88.6%




EVIDENCE FROM BUILDERS
MOST PRACTICES FAMILIAR TO RESPONDENTS

Are you experienced with the following green building practices?

Low-flow fixtures

High Efficiency (Low E-Glass)
Exceeding Energy Star HVAC
Insulation (exceeding code)
Energy Star Appliances

Air filtering systems

Direct outdoor venting

Energy Efficient Lighting Fixtures and
Certified low-VOC materials
Low-emitting woods, carpets
2003 IECC Standard Windows/Doors
Radon protection

Use of recycled/salvaged materials
Carbon Dioxide Monitoring

Use of local materials

Spray Insulation

Certified Wood (FSC)

Use of readily-renewable materials |
Daylighting |

Solar Water Heating Systems |

Use of natural HVAC systems

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%

SOURCE: RCLCO
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EVIDENCE FROM BUILDERS
MOST PRACTICES FAMILIAR TO RESPONDENTS

Are you experienced with the following green building practices?

Locate close to services/retail |

Develop in pedestrian-friendly locations |

Provide bicycle storage |

Drought-tolerant landscape planning |

Recycling Construction Waste |

Intelligent Site Planning |

A construction waste management plan |

Thermal loops/water recirculation |

Rainwater collection systems |

Use of porous paved surfaces |

Renewable Energy Sources (Water) |

Solar/Photovoltaic Energy |

Greywater reuse |

Provde a Green Manual to Homeowners |

Directory of Green Resources to Owner |
Renewable Energy Sources (Space)

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

SOURCE: RCLCO
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EVIDENCE FROM BUILDERS
NEED EVIDENCE OF CONSUMER DEMAND

» Over 60% of builders believe

that there is NO consumer

premium associated with
sustainable development

» Over half of builders surveyed
believe that there is a lack of

consumer awareness
surrounding sustainable
development

» One-third of builders surveyed
believe that there is NO Demand Perceptions
consumer preference for green @ No Premium for Green
building vis-a-vis traditionally- WLack of Consumer Awareness
constructed neighborhoods " No Consumer Preference




IS THIS A DEMAND-SIDE ISSUE?
PRODUCT AND KNOW-HOW EXISTS — WHERE ARE BUYERS?

How many green homes will there be?

» NAHB projects that 50% of all new
homes will be “green” by 2010.

» According to their data, the country
produces 11,000 new green homes
annually

» This suggests that only 1.6% of new

homes are built green

» Reaching 50% annually by 2010
requires an 31x increase this year

Will “green building” make a real
difference without a strong market for
green homes?

Source: Levin, H. (1997) Systematic Evaluation and Assessment of Building Environmental
Performance (SEABEP), paper for presentation to "Buildings and Environment”, Paris, 9-12
June, 1997.

45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

Environmental Impact of Buildings

US Annual Average

42%
40%

30%

25% 25%

[ Energy Use

B Raw Materials use
[ Water Use

B Other Releases

M Atmospheric Emissions
[ Solid Waste

[ Water Effluents

[1Land Use




STRONG ATTITUDES TOWARDS "GREEN" LIVING
WILL THEY TRANSLATE TO HOME PURCHASE MOTIVATIONS?

National Respondents

Respondents don’t automatically
eguate an energy saving home
as being environmentally
compatible.

4.2%
1.4% - 2.0% 1.6%

We Need Big My Home Should | Most People Don't  Humans and | Wanta Home | We Can Grow the
Changes inthe Save Energy Take the Nature can Live |thatis Compatible | Economyand
Way we Live Environment Together with the Protect the
Seriously Environment Environment at the
Same Time

SOURCE: RCLCO Consumer Research O Strongly Disagree @ Strongly Agree
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RESIDENTIAL IMPACT AWARENESS GAP
MOST OWNERS DO NOT CONNECT HOME, ENVIRONMENT

What impact do you think your
home has on the environment?

5%

No Impact Some Impact Acceptable Impact | Significant Impact, Significant Impact,
Nothing | Can Affect Something | Can
Affect




RESIDENTIAL IMPACT AWARENESS GAP
MOST RENTERS DO NOT CONNECT HOME, ENVIRONMENT

What impact do you think your
home has on the environment?

Have no Impact Some Impact, Acceptable Significant Significant Don't Know Don't Care
Lower than Auto Impact Impact, mpact, Related
Emissions Unrelated to my |to my Housing

Housing Choice Choice




“GREEN" COMPETES IN A CROWDED FIELD
SCHOOLS, SPACE, SIZE STILL MOST IMPORTANT FACTORS

Most Important Factors When Choosing a New Home

Excellent school system
Seclusion and space from neighbors [
First-floor master bedroom [F

Reduced electricity bills S

Indoor parking for at least tw o vehicles | 1

Use of materials that do not contain potentially hazardous chemicals
A larger home w ith more square footage |[

Costs more today but saves energy and has reduced energy bills over time

Y Appliaﬁges that use less water%};ld less energy At a macro level school

Additional storage space quality is remains the single

Improved indoor air quality most important variable for
A smaller home w ith less square footage | t of
Uses the sun for home heating/energy alarge segmep 0 )
Energy Star certification homebuyers. “Seclusion

Pedestrian-friendly location [ and space” are also
Proximity to major hlghkg?gwo;;r&rﬁ\évoer\)s/ _ important, suggest!ng that
Walking distance to transit |2 suburban lot planning
Community amenities such as pools, basketball courts, and clubhouses should accommodate more
Large lawn .
Finished basement than just dense TND to
Fireplace maximize market capture.
Walking distance to w ork In the “green” context
Use of renew able materials
Ten foot ceilings or higher perhaps .that Car.] be
NAHB Model Green Home certification accomplished with areas of
Golf course open space preservation.
Luxury appliances, such as Viking and Miele
Surfacing that minimizes runoff
Formal dining room
LEED certification
Stainless steel appliances
Berber or other luxury carpet flooring
Granite countertops
N=1,011 Use of low -w ater usage landscaping
|
T T

Uses less w ater i i i i I i i i |

SOURCE: RCLCO Consumer Research 0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20%

RCLCOU

ROBERT CHARLES LESSER & CO_




“GREEN" COMPETES IN A CROWDED FIELD
SCHOOLS, SPACE, SIZE STILL MOST IMPORTANT FACTORS

Rate the Following Factors in Terms of Importance

—_—

Green/Environmental Features and Amenities r

4

Utility Cost r

Proximity to Public Transportation 1'

-

On-Site Amenities F

Quality and Reputation of Management Co. P

Proximity to Shopping/Entertainment F
Pet Policy e :
4

Availability of the unit F

Area's Status F

Proximity to Work r
Apartment Features and Design F

Area's Safety r

Cost of Rent F

10% 20%

O Least Important B Three O Most Important

ROBERT CHARLES LESSER & CO_



DEMAND FOR “SMART"” BENEFITS

ENERGY SAVINGS AND HEALTH BENEFITS ARE MOST IMPORTANT

“Most Important” Factors in Next Home Purchase

0%

6% 7% 8% 9%

Reduced electricity bills

Use of materials that do not contain potentially hazardous chemicals
Costs more today but saves energy and has reduced energy bills over time
Appliances that use less water and less energy

Improved indoor air quality

Uses the sun for home heating/energy

Energy Star certification

Pedestrian-friendly location

Use of renewable materials

Walking distance to work

Surfacing that minimizes runoff

LEED certification

Uses less water

Use of low-water usage landscaping

Construction waste recycled

Low voltage outdoor lighting

Bamboo floors

Recycled content carpets

SOURCE: RCLCO Consumer Research @ Most Important

RCLCOU

ROBERT CHARLES LESSER & CO_

[ |

Five of top fifteen “green”
factors are energy-
related. This is consistent
with our case studies,
where Energy Star is a
preferred building
standard.

After energy comes
building with healthy
building materials and
improved indoor air
quality.




VARYING IMPORTANCE OF "GREEN" BENEFITS
‘ME GREEN" VS. "WE GREEN"

Minimizing the presence of mold and/or mildew in my home and/or building

The quality and cleaniness of the air inside my home and/or building h 62%

The purity of the water in the pipes of my home and/or building 0

Saving money on utlility bills

Minimizing exposure with potentially harmful man-made substances

Minimizing my electricity consumption *51% !

Conserving energy 4* 47ci/o E

Ability to walk more and reduce the number of trips I need to make by automible ﬂ 474/0 “Me Green
. A_blllt_y to malntalnllm mprove phys|callaeLob£/cald|o_vas_culif|t_nes_s #___:_“4% . _- —_—— - —

Minimizing the use of automobiles for non-essential or single-rider trips : : : %304

Recycling programs or reuse of recycled materials : A 31%

Reducing my carbon footprint 4_—213%—' 33% :
Promoting cleaner water in the outdoor environment ﬁ 26%
Avoiding the consumption of non-renewable energy sources 4——215%—' 35;3%
Promoting cleaner air in the outdoor environment ﬂ 2506 :
Protecting native habitats _ﬂ 250
Minimizing my consumption of non-renewable resources ﬂ 24%

Promoting wildlife : : % 4%

Slowing global warming %%

Promoting cleaner ground and soil in the outdoor environment 4—-5% 60 “We Green”

Avoiding the consumption of nuclear energy sources ;8%

0% 10% 20% 30% 40% 50% 60% 70%

O Care about the issue but would not influence my rental decision @ Care about and may influence my rental decision

RCLCOU
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BUT WHAT'S IN IT FOR ME?
HOOK TO SELL SMART LOCATIONS IS "ME", NOT "WE"

If their investment pays them back over time, If their investment may not pay them back over
buyers are willing to spend more money on time, buyers are willing to spend more money
their home if.... on their home if....

50%
45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

If It Saves Energy - If It Provides Health Benefits - If It's Good for the Environment

RCLCOU
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UNDERSTANDING MOTIVATING FACTORS
“WE GREEN" IS NICE, BUT "ME GREEN" DRIVES DECISIONS

In considering your next rental unit, on a scale of 1 to 5 with 1 being Not at all important and 5
being Very important, rank the following reasons for choosing your apartment residence:

Offering of energy efficient Improved air quality “Green” features
features/amenities to reduce monthly
utilities

O1- Not at All Important O5- Very Important

RCLCOU
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VALUING RESOURCE-CONSERVING FEATURES
Proximity to Public _ $2.43

Transportation

Indoor Motion-Activated _- $1.04
Lighting

Water Recycling System [ $1.57

Fixtures and Faucets [FE$1.20

Renewable Energy __ $3.22
Sources

Ceilingfans [ $1.64

Low-E Windows [ $3.08

"Green Building" __ $1.22
Certification

Energy Star Building [ .$2.00

; [
Energy Star Appliances $2.93

Insulation thatexceeds $1.93
building code requirements $8.97

¥ Normalized Average Monthly Rent Premium Weighted Average Premium in Monthly Rent

RCLCOU
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VARYING IMPORTANCE OF BENEFITS
‘ME GREEN" GENERATES MONETARY VALUE, TOO

How important are the energy issues below and do they affect your rental decision?

Conserving energy

Saving money on utility bills

Minimizing the use of automobiles for non-essential or single-

32.7%
rider trips

30.9%

Minimizing my electricity consumption L 196%

T . 0,
Avoiding the consumption of nuclear energy sources 17.6%

Avoiding the consumption of non-renewable energy sources

Reducing my Carbon Footprint

B Care About the Issue but would not Influence my Rental Decision

RCLCOU
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[0 Care About the Issue and may Influence my Rental Decision




SUMMARY — CONSUMERS AND SMART GROWTH

. Demographic forces driving demand for smart growth environs

. Increasing consumer preferences — especially among Gen Y and smaller
households — for smart growth environs

. Transit is crucial — both transit-oriented and transit-ready

. Product matters — consumers are looking inside the box

. Energy savings & “healthy homes” are critical success factors
. Consumers don’'t want a smart growth dumb home

. Short term opportunity = market share

. Long term opportunity = pricing power and premiums




CONTACT US

Shyam Kannan - skannan@rclco.com

ATLANTA

999 Peachtree Street, Suite 2690 ORLANDO_ .
Atlanta. GA 30309 . 100 East Pine Street, Suite 302

Orlando, FL 32801
404) 365-9501 ,
(#04) (407) 515-6592

LOS ANGELES

1880Century Park East, Suite 250 WASHINGTON, DC

Los Angeles, CA 90067 I7:|200 Wisconsin Avenue, 7th
310) 914-1800 oor

(310) Bethesda, MD 20814

AUSTIN (301) 907-6600

106 E. Sixth Street
Suite 900

Austin, TX 78701
(512) 215-3156 Phone

WWW.RCLCO.COM
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