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What Lessons Can We Learn from

Booming 18-Hour Cities?

Forget cities that don’t sleep, Americans today want a little rest
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The prototypical American city never sleeps.
New York, Boston, Chicago, Los Angeles,
San Francisco and Washington, DC are
24/7 gateway cities, historically seen as
safe real estate investments because they
attract people and businesses, making them
lucrative in the long term. But what happens
when these cities become too populated,
driving the cost of living up so high that it is
unsustainable for the average person?

Enter the 18-hour city: a second-tier city
that offers comparable services, amenities,
and job opportunities of a 24-hour city, but
without operating on a 24-hour basis. These
cities have strong infrastructure, widespread
urban development, a robust economy
and, the key factor, a lower cost of living.
Examples of 18-hour cities include Raleigh,
Denver, Seattle, Portland, Nashville, Tampa,
Charlotte, and Atlanta. For several years, 18-
hour cities have emerged as cost-effective
alternatives to traditional gateway cities,
leading to an urban revitalization driven
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mainly by the millennial generation. In 2019,
according to PwC’s Emerging Trends in Real
Estate® report, nine of the top 10 and 17 of the
top 20 real estate markets in the county fall
into this non-gateway, 18-hour city category.

However, as the 80-million plus millennial
generation ages, their eyes could be
turning towards the suburbs of the cities
they’ve made home. As the older end of
this generation reaches their mid-to-late
30s, millennials are forming families, having
children and making decisions more in line
with generations before them. While some of
the attractions of suburban life remain (large
homes, good school districts and green
space) the millennial generation is adding
their own “must-haves” to the traditional list
of amenities. Easy access to mass transit,
walkable neighborhoods with easy access to
downtown spaces--essentially all the charm
of a traditional suburban neighborhood with
the convenience of an urban city center.
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What Lessons Can We Learn from
Booming 18-Hour Cities? (cont.)

Other than choosing the right suburban
markets, how can builders capitalize on
this growing trend when building new
construction? Just as concierge desks,
historically found in hotel lobbies, have
become staples in apartment buildings,
offices and retail stores, the real estate
industry needs to consider how to attract
clients based on more than just traditional
amenities. What value-added services can
we provide that will set us apart from the
competition?

In multi-family units, while an onsite fitness
center and laundry rooms were once seen
as going above and beyond, now tenants
and buyers are looking for pet care,
community gardens and staffed mailrooms
to accommodate not only the constant
influx of Amazon Prime packages, but
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also refrigerated spaces to keep grocery
deliveries fresh. With the rise of the gig
economy, co-working spaces integrated
into living areas has become increasingly
common, providing individuals who work
from home a public space to separate their
work lives and home lives.

The key to all of these amenities is that it
isn’t just about physical additions, it is the
level of personal service they provide. If you
have a gym, do you offer yoga classes? Is
there someone available to walk my dogs
during the workday? And for the industry,
once these types of amenities are offered,
it is nearly impossible to scale them back.
Consumers feel the loss of these types of
amenities much more acutely than they
enjoy the satisfaction of having them.



In single-family neighborhoods, amenities are
just as important, although harder to come by.
One of the most intangible, but most sought
after? ldentity. For former city-dwellers, used
to being surrounded by the culture of their
neighborhood, moving to a cookie-cutter
suburban development just won’t cut it. Today’s
consumers are looking for something unique
that sets their neighborhood apart. With more
and more mixed-use developments cropping up
across the country, this identity is established
by curating the types of businesses that will live
side-by-side residential homes.

When developing communities for today’s
new buyers, builders have to think outside the
traditional master-planned community box.
Millennials want an urban feel to their suburban
home--they want many (many, many) layout
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options, parks, green space, high-speed internet,
usable community spaces, and all of this for
an affordable price. They value quality over
guantity, and would, for the most part, rather
see a smaller square-footage designed with
renewable materials than a giant home of a
lower standard.



Housing Permits Fall Through

the First Half of 2019

. . . . Total H1
MSA 1 Unit 2 Unit 3 & 4 Unit 5+ Unit 2019

Providence, RI 745 54 12 83 894
% Change from 2018 -3.5% -29.0% +100.0% +1.2% -4.5%
. . . . Total H1
MSA 1 Unit 2 Unit 3 & 4 Unit 5+ Unit
Providence, RI 772 76 9 6 936
% Change from 2017 -11.9% +52.0% -52.6% -33.3% -4.5%

. . : Total H1
MSA 2 Unit 3 & 4 Unit 5+ Unit 2017

Providence, RI 876 50 9 45 980

State of Rhode Island
Housing Permits Issued by MSA

First Half 2019 vs. 2018
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Through the First Half of 2019, permits
in the Providence MSA saw a 4.5 percent
decrease. The total number of permits
decreased from 936 to 894 year-over-year.
This included decreases of 29 percent for
2-Unit permits and 3.5 percent for 1-Unit
permits. Meanwhile, 3&4-Unit permits
increased 100 percent and 5+ Unit permits
increased 1.2 percent.
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Single Family Unit Sales Fall Slightly
Through 2nd Quarter of 2019

Through the First Half of 2019, Single-
Family Home Sales in the state of Rhode
Island decreased 0.7 percent, from 4,895
to 4,859 year-over-year. On a county-
by-county basis, decreases were seen in
Providence County at 3.8 percent and
Washington County at 0.5 percent, while
increases were seen in Newport County
at 4 percent, Kent County at 3.4 percent
and Bristol County at 1.1 percent.
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0.7% V¥
6.3% 4

Unit Sales
Avg. List Price
Months of Supply 0.9% 4
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Average Sales Price for single-family
homes in Rhode Island increased 2.4
percent through the First Half of 2019,
from $335,141to $343,170. Increases were
seen in Washington County (6.9 percent),
Newport County (4.5 percent), Kent
County (2.8 percent) and Providence
County (0.8 percent.) Decreases were
seen in Bristol County at 11.8 percent

To round out the quarter, Average List
Price increased 6.3 percent, Months of
Supply increased 0.9 percent and Price
Per Square Foot increased 3.3 percent.
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Single Family Home Sales

Single Family Marketplace
Home Sales First Half 2018 vs. 2019

NUMBER OF UNITS SOLD AVERAGE SALES PRICE
H1 2018 H1 2019 % DIFF. H1 2018 H1 2019 % DIFF.
Bristol 265 268 +1.10% $508,700 $448,537 -11.80%
Kent 1,083 1120 +3.40% $274,382 $282,183 +2.80%
Newport 423 440 +4.00% $575,250 $601,418 +4.50%
Providence 2,342 2,253 -3.80% $273,115 $275,348 +0.80%
Washington 782 778 -0.50% $416,274 $444,933 +6.90%

STATEWIDE 4,895 4,859 -0.70% $335,141 $343,170 +2.40%

Single Family Marketplace
Months of Supply First Half 2018 vs. 2019

COUNTY H1 2018 H1 2019 % DIFF.

Bristol 413 4.53 +9.50%
Kent 3.51 3.30 -6.20%
Newport 5.61 6.10 +8.60%
Providence 3.19 3.18 -0.20%
Washington 4.34 4.52 +4.10%

TOTAL 3.71 3.75 +0.90%
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Decrease in 2019
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To finish the First Half of 2019, we saw
Units Sold decease for condominiums
in Rhode Island, down 3.9 percent, from
1,074 through the end of Q2 2018 to 1,032
through the end of Q2 2019. Decreases
were seen in Bristol County at 25 percent,
Providence County at 10.4 percent and
Kent County at 2.9 percent. Increases were
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Unit Sales 3.9% ¥
Avag. List Price 8.4% 4
Months of Supply 0.4%4
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Rhode Island Condominium Sales

AL

YAYAN Y

L4l

G —r ||

N T

;

v

s

==

B

‘
3.'

seen in Newport County at 21.4 percent
and Washington County at 7.2 percent.

Average Sales Price of condominiums in
Rhode Island increased 3 percent, from
$268,171to0 $376,211.On a county-by-county
basis, Kent County increased 4.2 percent,
Bristol County increased 3.7 percent,
Newport County increased 3.2 percent,
Providence County increased .5 percent
and Washington County decreased 2.5
percent.

To round out the first half, Average List
Price increased 8.4 percent, Months of
Supply increased 0.4 percent and Price
Per Square Foot increased 3.8 percent.

....................................................................
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Condominium Sales

Condominium Marketplace
Home Sales First Half 2018 vs. 2019

NUMBER OF UNITS SOLD AVERAGE SALES PRICE
H1 2018 H1 2019 % DIFF. H1 2018 H1 2019 % DIFF.
Bristol 44 33 -25.00% $369,627 $383,162 +3.70%
Kent 175 170 -2.90% $211,336 $220,261 +4.20%
Newport 98 19 +21.40% $419,705 $433,010 +3.20%
Providence 577 517 -10.40% $226,949 $228,078 +0.50%
Washington 180 193 +7.20% $348,264 $339,464 -2.50%

STATEWIDE 1,074 1,032 -3.90% $268,171 $276,211 +3.00%

Condominium Marketplace
Months of Supply First Half 2018 vs. 2019

COUNTY H12018 H1 2019 % DIFF.

Bristol 419 5.32 +27.00%
Kent 5.10 4.55 -10.70%
Newport 6.20 6.81 +9.80%
Providence 3.45 3.76 +8.80%
Washington 51 415 -18.70%

TOTAL 4.34 4.35 +0.40%
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Conclusion

It seems like every quarter we are discussing the moment
millennials will flock to the housing market. The truth is, their
entry is going to be more like a slow trickle. With over 80 million
in the millennial generation, ranging in age from 20-40, the fact
is they will be “entering” the housing market for the next 20
years. Instead of anticipating a giant wave, we need to rethink
our overall approach to housing, and evolve our mindset to meet
this generation’s expectations. In terms of development, this
means looking toward urban/suburban crossover communities
that provide the space and separation they crave while still
providing a sense of culture and identity.

This evolution also extends to how we market and sell real
estate. Millennials won’t be impressed by traditional direct
mailers or enticed by newspaper ads. Instead, this generation
turns to technology--meaning that incorporating social media
advertising and innovative digital strategies like virtual reality,
have become imperatives. As a builder, it’s important to work
with a team who develops custom designed sales and marketing
plans for you from the start. Williams Raveis New Development
Services has sold over 10,000 units (>$ 6.5B in volume) doing
just that--designing custom, turn-key programs to sell properties

right from the start.

Credits and Resources

1. Information contained herein is based on information obtained
from STWMLS and is deemed accurate but not guaranteed

2. Metro Service Area (MSA) housing permit data source: U.S. Census
Bureau Compiled by HUD Research




