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Future Housing Trends
Toward "Hipsturbia”

One of the most spirited debates in commercial real estate relates to the
housing choices of the Millennial generation: will they generally remain in
cities that cater to their lifestyle preferences as they hit their mid-30s, or will
they settle down, raise children and move to the suburbs like their parents?

Some in the market predict that urbanization will continue unchecked,
while others foresee a wave of 30- and 40-somethings with young children
in tow flocking to suburbia.

The Urban Land Institute (ULI) has a third way to answer to the question,
which is "yes." The 2020 "Emerging Trends in Real Estate" report, produced
jointly by PwC and ULI, coined a term, "hipsturbia,” that is meant to convey
the idea that young families increasingly will want the larger housing space
and higher educational quality associated with the suburbs, but will still
want the amenities they enjoyed in the cities, such as good restaurants
and coffee shops and access to transportation for commuting.

Andy Warren, director of real estate research at PwC, who introduced
the report last week at the annual ULI conference in Washington, DC,
quipped "you can take the hipster from the city, but you can't the central
city out of the hipster.”
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Evolving Housing Demand

The concept of amenity-driven liv- 27
ing is not entirely new—more of an 27
extension of the concepts of "24- 26
hour cities,” a term Emerging Trends 26
coined a quarter century ago, and 25
the more recent concept of "walk- 25
ability,” which references the desire 24
of people to live in places that are s
attractive physically, have fun ele- 3
ments, and have reasonable com- N O
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mutes close to work.
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Source: NCHS, National Vital Statistics System, Natality.

Housing demand is evolving. Post-
World War I, Baby Boomers had
families at young ages and in the

1960s and 1970s wanted to escape 120

cities that were dirty, had high crime 110

rates and often poor-quality hous- 100

ing and schools. Their children are %

less interested in big houses with

plenty of upkeep, either because 8o

they can't afford them or because 70

they prefer activities they consider 60

more rewarding than cutting the ® @

lawn and cooking meals at home.
Members of the Millennial and Gen
Z cohorts and marrying later, having
few children, are less likely to own a
car and tend to value experience over possessions.

The demographic and social factors have led to

a boom in urban centers, which is reflected in job
creation numbers. Employers have no choice but
to go to where workers want to live. Since the end
of the Great Recession, about 70 percent of the
jobs created in the U.S. are in the top 50 metros
by population. In the generation before that, the
top 50 metro created only about half of the jobs.

Since 2010, metros with the most percentage job

growth are Austin (40.0%), Nashville (36.9%), Or-

lando (35.3%), the South Bay Area (32.7%), Inland
Empire (32.5%) and Charlotte (30.4%). Metros

Birth Rate for Major Age Cohorts: 1987-2017
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Source: NCHS, National Vital Statistics System, Natality.

that were a shade behind include Dallas, San
Francisco, Raleigh, Phoenix, Denver and Salt Lake
City. All these metros share a combination of ap-
pealing lifestyle factors such as entertainment,
parks and restaurants, and strong educational
systems that produce qualified college graduates.

Now, however, as the large cohort of Millennials
reach their 30s and 40s, they will increasingly
start to raise families and look for suitable places
to raise those children. Some say that portends a
return to suburbs that have more places for chil-
dren to roam and better schools.

There is no doubt that suburbs stand to gain
from Millennials starting families. However, a
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Average Age at First Marriage
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Source: U.S. Census Bureau, Current Population Survey, March and Annual Social

and Economic Supplements.

few points should be kept in mind. Overall, fewer
women are having children and the number of
families with more than two children is shrink-
ing. Young families have significant debt and are
less likely to have down payments for large sin-
gle-family homes. And when they move, they are
likely to seek coommunities that have the type of
lifestyle to which they are accustomed.

Notes the Emerging Trends: " As more and more
suburbs—not all, but those with the right rec-
ipe—attract a critical mass of "hip" residents,
their success will become increasingly visible. This
will multiply the number of imitators, keeping
the trend going. This, in part, will be the prag-
matic answer to "will the millennials [and the
following generations] follow the boomer gen-
eration's pattern of migrating to the suburbs?”
The response is, "Some will and some won't," and
also "To some suburbs and not others." If the
live/work/play formula could revive inner cities a
quarter century ago, there is no reason to think
that it will not work in suburbs with the right
bones and the will to succeed.”

Building For the Future

The question is much more than academic.
Where young educated workers want to live is
increasingly important in a knowledge-based

2004

services economy. Metros with
the most growth going forward
will be places that have lifestyle
amenities that appeal to young
households. Municipalities and
the commercial real estate in-
dustry must not only determine
where to build, but what type
of housing to build and what

599373 _ .
8388 types of communities will at-
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tract the younger generation.

The catch is, as Emerging
Trends notes, that the industry
may be building for yesterday's
demand, not the future. For one thing, younger
people have more experience in shared living
arrangements, particularly in expensive cities.
"We may be about to see a shift of generational
proportions toward a more (community-ori-
ented) array of real estate demands, ironically
induced—at least partially—by technology. Over-
coming isolation is becoming increasingly imper-
ative, the report states.

Another issue to overcome is expense. Housing
production levels have fallen short of household
formation, causing housing affordability to de-
cline precipitously in recent years. Yet housing
production is geared to luxury units. Nearly 90
percent of the 2 million multifamily units built in
recent years and those under construction now
are "Lifestyle" units with luxury renters in mind,
according to Yardi Matrix's database.

The challenge facing the real estate industry is
to match housing production with demand. To
the extent that the 25-to-44 age cohort leaves
the cities, they are likely to favor inner-ring sub-
urbs or municipalities with vibrant downtowns,
recreation and transportation options. As such,
meeting the challenge necessarily involves a joint
effort between the private and public sectors.

—Paul Fiorilla, Director of Research
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Top Employment Growth by Metro, January 2010-April 2019

Market % Growth Market Jobs Added

Austin 40.00% NYC 1,416,900
Nashville 36.90% Los Angeles 932,600
Orlando 35.30% Dallas-Fort Worth 862,000
Bay Area-South Bay 32.70% Houston 606,500
Inland Empire 32.50% San Francisco 570,900
Charlotte 30.40% Chicago 569,700
Dallas-Fort Worth 29.70% Atlanta 560,600
San Francisco 29.70% Miami 542,700
Raleigh 29.60% Phoenix 471,000
Phoenix 27.90% Seattle 434,400
Denver 27.80% Washington DC 375,600
Salt Lake City 27.20% Boston 374,916
Las Vegas 27.10% Inland Empire 373,100
San Antonio 26.30% Orlando 346,800
Seattle 26.20% Denver 329,300
Portland 25.20% Detroit 311,300
Miami 24.80% Austin 310,100
Atlanta 24.80% Charlotte 286,700
Tampa 24.70% Bay Area-South Bay 283,300
Jacksonville 24.50% Philadelphia 280,900

Source: U.S. Bureau of Labor Statistics
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