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About the Survey

Increasing prices and a shortage of new housing units
continue to be a challenge across the State of Utah. The goal of
the survey of Utah’s top homebuilders is to shed light on market
sentiment and provide insight into the issues and opportunities
facing our housing market. The Kem C. Gardner Policy Institute
conducted the survey of Utah's top homebuilders in fall 2019.
Of the 24 homebuilders contacted, 19 participated. The survey
participants were identified using Construction Monitor rankings
of top homebuilders. Surveys were conducted through either in-
person or telephone interviews.

Key Points:

Utah's top homebuilders had a better-than-expected year.
Revenue and deliveries increased by approximately 10%, while
margins outperformed expectations. The sentiment for 2020 is
overall positive for these three variables.

The average purchase price remained relatively unchanged
in 2019 from the previous year. The average purchase price
for 2020 is expected to stay the same or decrease slightly as
builders continue to add more affordable product. Prices for
the same product are expected to increase moderately as the
market tries to keep up with rising costs and growing demand.

Concerns over the economy and national political stability
continue to worry homebuilders. Trade wars and immigration
continue to add to material prices and labor shortage issues.

While the drop in interest rates was noted as a positive
contributing factor in 2019, their uncertainty going into 2020
remains a crucial issue. Local issues surrounding density and
Nimbyism continue to be an obstacle for builders trying to
deliver more units. Utah's strong economy and robust growth
are noted as positive factors for homebuilding.

The timing of building permits and inspections is improving.
However, builders noted issues including Nimbyism and a
sense that cities sometimes add additional burdens when the
ordinance does not require it. The bonding process, whether
reimbursement or consistency of implementation, is the most
mentioned issue related to regulatory fees.

Participants of the survey
Alpine Homes
Arive Homes

Ivory Homes
Kartchner Homes
Century Communities Lennar Homes of Utah Inc
Nilson Homes

Oakwood Homes of Utah

Perry Homes

Construction LLC
Cole West Homes/
CW Urban
D R Horton
Destination Homes

Richmond American Homes
Vollkommen Construction

Edge Homes Weekley Homes
Fieldstone Homes Woodside Homes of Utah

Flagship Homes

Contacted but did not participate
Castle Creek Homes Salisbury Homes
Ence Homes Visionary Homes

Holmes Homes
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Utah County led the way in both 2018 and 2019 in its share
of total units followed by Salt Lake County.

Q: What percentage of your company’s units do you build in

the following counties?
2018 2019

Salt Lake 33.8% 33.0%
Utah 46.8% 44.9%
Davis 9.0% 10.1%
Weber 2.2% 3.8%
Summit 0.9% 0.2%
Washington 5.2% 4.3%
Tooele 1.0% 1.8%
Cache 1.1% 1.5%
Wasatch 0.1% 0.3%

Economic uncertainty led the way as the primary concern, the
main elements of which include interest rates, global economic
stability, and scale of the next recession.

Utah’s strong economy and growth was the leading positive
indicator. Builders acknowledged that the unexpected dip in
interest rates made 2019 a better-than-expected year. Issues
surrounding density and Nimbyism are a significant area of con-
cern; builders sense that this issue is preventing the delivery of
more affordable units. Labor supply continues to be an issue as
well as national political stability, especially policies addressing
trade wars and immigration, which impact materials and labor.

Q: What emerging trends, risks and other factors does your
company think may have a positive or negative impact on
the economy and homebuilding industry in Utah over the
next 12 months?

Economy/
Uncertainty/NIMBY

Utah's Growth

Local Issues/NIMBY
Affordability

Labor

National Politics/Policy
Cost Drivers

Strong Economy

Size of Other Builders

Lending Policy
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Builders indicated a record year in terms of revenue and
volume. Average purchase price stayed relatively unchanged
do to increase in more affordable product mix.

Q: What was your revenue, units, and average purchase price

in2018 &2019?
2018 2019
Total Revenue $2.60B $2.84B
Units (est.) 6,726 7,398
Avg. Purchase Price $385K $384K
15.0%
9.6% 10.0%
10.0%
5.0%
0.0% —
-0:4%
-5.0%
Revenue Units Avg. Purchase Price
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Expectation for 2020 indicate revenue and units to increasing while average purchase price is likely to decrease due to shift in product.

Q: What are your expectations for Revenue, Units, Average Purchase Price, for 2020?

60%

50%

50%

40%
33%

30% 28% 28%

20% 17%
10%
0%
0%

Increase considerably
(more than 10%)

Increase moderately
(0-10%)

M Revenue | Units

22%

Same as last year

39%
33%
28%

22%
11%
6%
0% 0%

Decrease moderately
(0-10%)

Decrease significantly
(more than 10%)

Avg. Purchase Price

Q: How does your company anticipate changing its focus on
products and geography?

Builders will continue to focus on affordability and some
will introduce smaller size single-family units. The market
will see an increase in age-targeted product. Builders will
continue to also focus on semi-custom product.

Geography will stay relatively similar with some shifts to
Davis and Salt Lake Counties.

Prices will continue to increase for the same type of product
as the market continues to react to labor and material price
increases.

Q: What are your company'’s expectations for purchase prices
(for the same product) in 2020, compared to this year?

0% 20%

Increase considerably
(more than 10%) 0%

Increase moderately
|
(0-10%) 83%

Same as last year NN 11%

Decrease moderatel
(0-1 0%); I 11%

Decrease significantly )
(more than 10%) 0%

40% 60% 80% 100%

The increase in starter homes will continue as concerns
surrounding affordability persist. Active-adult production is
expected to grow as well.

Q: What percentage of your units fall into the following price
point/buyer type categories?

60%
50% Starter
/-—/‘ (<350K)
40%
-— Second move-up
0,
30% —* (500k+)
20% First move-up
(350-500k)
0,
10% Active Adult
0% - Retirement
2018 2019 2020

The share of vacation/second-home buyers is on a slow but
positive trend, while investor share is likely to experience a
slight decrease.

Q: What percentage of your units are purchased by vacation/
second-home and investor buyers?

20.0%
15.0%
¢ ——e Investor Buyers
10.0%
5.0%
Vacation/
0.0% o— ¢ Second Home

2018 2019 2020
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Homebuilders are continuing the trend of offering standard-
ized production and no change. As the spec market continues
to grow, customization options will continue to decline.

Q: What percentage of your units fall into the following
production type categories?

50% .
Production

PR— ® (minimal change
40% ( ge)

// Production
30% (no change)
20% e

10%

Semi-Custom
(structural)

Custom

0% —
2018 2019 2020

The share of spec versus pre-sold units is nearly even.
Q: What is the ratio of spec versus pre-sold units?

70%

60% \

50%

40% /

30%

— Units pre-sold

Units built on spec

20%
10%

0%
2018 2019 2020

Detached product will still leading the share of total units,
but attached units share continues to grow as the market
responds to affordability needs.

Q: What is the ratio of attached versus detached units?

80%

70%
60%

* - ———————¢ Detached

50%
40%
Attached
30% //.
20%
10%

0%
2018 2019 2020

Cities ranked by share of units priced below $350k (45% of

unitsin‘19, and 48 % of total units in‘20).

Q: Number of communities and units priced below $350K?

2019

Herriman, 13.5%
Hyrum, 10.9%
Bluffdale, 10.9%
Lehi, 10.2%
Vineyard, 9.4%
Syracuse, 7.9%

West Haven, 7.6%
Eagle Mountain, 6.8%
South Jordan, 3.7%
West Valley, 3.4%
Saratoga Springs, 3.3%
Tooele, 3.0%

Lindon, 1.5%
Washington, 1.4%

St George, 1.4%
Stansbury Park, 1.2%
Riverdale, 1.1%
Spanish Fork, 0.7%
Layton, 0.6%

Provo, 0.5%

Park City, 0.5%

Roy, 0.3%
Springville, 0.2%
Harrisville, 0.1%

Salt Lake City, 0.0%
West Pointe, 0.0%
Salem, 0.0%

West Jordan, 0.0%
North Salt Lake, 0.0%

Magna, 0.0%

2020

Vineyard, 15.6%
Bluffdale, 12.0%
Lehi, 10.5%

Saratoga Springs, 9.9%
Eagle Mountain, 9.1%
West Haven, 7.6%
Herriman, 2.7%
Hyrum, 6.5%
Syracuse, 5.8%
South Jordan, 4.8%
West Valley, 2.2%
Salt Lake City, 1.9%
Stansbury Park, 1.7%
Tooele, 1.3%

Lindon, 1.3%
Washington, 1.1%
West Pointe, 1.1%

St George, 0.9%
Salem, 0.9%

Layton, 0.8%

West Jordan, 0.7%
North Salt Lake, 0.4%
Magna, 0.4%

Provo, 0.4%

Roy, 0.2%

Spanish Fork, 0.1%
Riverdale, 0.0%

Park City, 0.0%
Springville, 0.0%

Harrisville, 0.0%
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Besides trusses and wall panels, most builders have yet to
make any significant progress. Profitability and site challenges
are the primary deterrents.

Q: Does your company use any modular, off-site, or
prefabrication building methods?

100%
80%
60%
40%
20%

No Yes

Builders have seen a decrease in rejections by municipalities
compared to last year.

Q: In the past year, has your company had a project rejected
by a planning commission or city council? What was the
major concern?

100%
80%
68%

60%
40% 32%

20%

0%
No Yes

Note: There has been a decrease in rejections compared to last year. Only 30 % reported a
rejection this year compared to 60 % in 2018. The leading reason for a rejection is due to
Nimbyism relating to proposed densities and unit types. For those reporting a no, most
avoided rejection by not proposing controversial or first-time high-density projects.

Timing of approvals has improved compared to last year. The
builders’ experienced slow approvals cite understaffing as the
leading cause.

Q: How would your company describe timeliness of city
approvals?

Inspections

0% 10% 20% 30% 40% 50% 60% 70¢

Building Permits

The greatest obstacle builders' face with cities is related to
code/law interpretation and Nimbyism. There is a sense that
the cities add additional burdens in instances when the code/
law does not require it. An example of this relates to
infrastructure and architectural requirements

Q: What are the most significant obstacles you face with city
approvals?
Code/Law Interpretation [N
Nimby
Understaffed

Density

Aesthetic/Architecture
Requirements

Uncertenty
Timing Approvals

Entitlements

Consistency

o
—_
N

3 4 5 6 7 8 9 10

Number of times mentioned

The bonding process, whether its reimbursement or consis-
tency of implementation, is the most mentioned issue related to
fees that need to be challenged. Builders also noted sudden
increases in fees are an issues as well as the proportionality of
fee to the level of service provided. Additionally, water, park, and
sewer impact fees were identified.

Q: Which fees to you feel need to be challenged?

Bonding

|
Unexpected Increase
Water Fee

Proportional to Service
Park Fee

Sewer

Arbitrary Fees

None

Permit Fees

Inspection Fees

Engineering fees

Encroachments Fees
Asphalt Fee

0 1 2 3 4 5 6 7 8 9
Number of times mentioned
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Land, labor, and material costs continue to be the top-3
areas of concerns related to costs.

Q: Rank the following cost drivers from 1 to 5 with 1 being
most costly

1.0
Land
2.0
Labor
é 30 Materials
o
(]
8 Fees
¢ 40
<
>0 Financing
(interest costs and other)
6.0
2018 2019

Concerns over labor availability, lot, and local regulations
continue to be the main concerns for most builders.

Q: Please indicate the top 3 most influential factors to your
success as a homebuilder for 2020:
Labor I—
Lots
Local regulations NG

Material prices [N

Lack of qualified buyers [ INNEREEE
Federal regulations I

0 2 4 6 8 0 12 14 16 18
Number of times mentioned

Concerns over labor this year are not as high as they were
last year. Exterior, excavators, concrete, and plumbing continue
to be the most sought after trades.

Q: What are the top three construction trades your company
is in most demand for?

Exteriors
Excavators
Concrete
Plumbing
Quality
Framing
Painters
Landscaping
HVAC
Siding
Electrical
Tile
Cabinets

o
—_
N

3 4 5 6
Number of times mentioned

~N
(oo}
O

December 2019 | gardner.utah.edu

INFORMED DECISIONS™



INFORMED DECISIONS™ 7 gardner.utah.edu | December 2019



Kem C. Gardner

POLICY INSTITUTE

®

THE UNIVERSITY OF UTAH

DAVID ECCLES SCHOOL OF BUSINESS

Partners in the
Community

The following individuals

and entities help support

the research mission of the
Kem C. Gardner Policy Institute.

Legacy Partners
The Gardner Company
Intermountain Healthcare

Clark and Christine Ivory
Foundation

KSL and Deseret News

Larry H. & Gail Miller
Family Foundation

Mountain America Credit Union
Mitt and Ann Romney

Salt Lake City Corporation

Salt Lake County

University of Utah Health

Utah Governor’s Office of
Economic Development

Zions Bank

Executive Partners
Mark and Karen Bouchard
The Boyer Company

Salt Lake Chamber
Sorenson Impact Center
WCF Insurance

Sustaining Partners
Clyde Companies
Dominion Energy

Staker Parson Companies

Kem C. Gardner Policy Institute Advisory Board

Conveners Lisa Eccles
Michael O. Leavitt Spencer P. Eccles
Mitt Romney Matt Eyring

Kem C. Gardner
Board Christian Gardner

Natalie Gochnour
Brandy Grace

Clark Ivory

Mike S. Leavitt

Kimberly Gardner Martin
Derek Miller

Ann Millner

Sterling Nielsen

Cristina Ortega

Scott Anderson, Co-Chair
Gail Miller, Co-Chair
Doug Anderson

Deborah Bayle

Cynthia A. Berg

Roger Boyer

Wilford Clyde

Sophia M. DiCaro
Cameron Diehl

Jason Perry Ex Officio (invited)

Ray Pickup Governor Gary Herbert
Gary B. Porter Speaker Brad Wilson
Taylor Randall Senate President

Jill Remington Love
Brad Rencher

Josh Romney
Charles W. Sorenson
James Lee Sorenson
Vicki Varela

Ruth V. Watkins

Ted Wilson

Stuart Adams
Representative Brian King
Senator Karen Mayne
Mayor Jenny Wilson
Mayor Jackie Biskupski

Kem C. Gardner Policy Institute Staff and Advisors

Leadership Team

Natalie Gochnour, Associate Dean and Director
Jennifer Robinson, Associate Director
Shelley Kruger, Accounting and Finance Manager
Colleen Larson, Administrative Manager
Dianne Meppen, Director of Survey Research
Pamela S. Perlich, Director of Demographic Research
Juliette Tennert, Director of Economic and

Public Policy Research
Nicholas Thiriot, Communications Director
James A. Wood, lvory-Boyer Senior Fellow

Faculty Advisors

Matt Burbank, Faculty Advisor
Adam Meirowitz, Faculty Advisor

Senior Advisors

Jonathan Ball, Office of the Legislative Fiscal Analyst
Gary Cornia, Marriott School of Business

Theresa Foxley, EDCUtah

Dan Griffiths, Tanner LLC

Roger Hendrix, Hendrix Consulting

Joel Kotkin, Chapman University

Darin Mellott, CBRE

Chris Redgrave, Zions Bank

Bud Scruggs, Cynosure Group

Wesley Smith, Western Governors University

Staff

Samantha Ball, Research Associate

Mallory Bateman, Senior Research Analyst

DJ Benway, Research Analyst

Marin Christensen, Research Associate

Mike Christensen, Scholar-in-Residence

John C. Downen, Senior Managing Economist
Dejan Eskic, Senior Research Analyst

Emily Harris, Demographer

Michael T. Hogue, Senior Research Statistician
Mike Hollingshaus, Demographer

Thomas Holst, Senior Energy Analyst
Meredith King, Research Associate

Jennifer Leaver, Senior Tourism Analyst

Levi Pace, Senior Research Economist
Shannon Simonsen, Research Coordinator
Joshua Spolsdoff, Research Economist

Paul Springer, Senior Graphic Designer

Laura Summers, Senior Health Care Analyst
Natalie Young, Research Analyst

INFORMED DECISIONS™

Kem C. Gardner Policy Institute | 411 East South Temple Street, Salt Lake City, Utah 84111 | 801-585-5618 | gardner.utah.edu



