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CoOMMEDNTARTY

Here to Stay

Contrary to the fears of Realtors, new research shows that bomes in TND communities
steadily appreciate in value. BY JOHN RYMER

1LL THIS HOME TUEN OUT
to be a smar purchase
when [ ger ready vo resell®”
It's a major conoern fof
virtually every home bun-
of, and the question logms especially large
in trachtional neighlborhoed design (TIND)
communities, The concept s o new o
mdst consumers that I|||::r wondder whether
it's merely a fad thae wall have passed when
thiev're ready to sell, devaluing the premium
they pay in TAND neighborhoods toda
Maorrison Homes has championed TR
communities, currently operating in eighe
such locations across the count ry and p|:1ﬂ--
mirkg tor build i more. Chur rescarch shows
that resale concerns are a significant huardle
for potential THD cuseomers amd an cven
larger obstacle for their Realvors, We dis-
covered this when we noticed thae THI
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communitics were receving fewer Realtor
visits than comentional communitics with
cmﬁpa.rahl-r_' locations nnad p-u'iﬂ.' Finges. Af-
ter digging a lirtle 1l-|.'¢1'.u.'r. we found thar
some Realvors actually steered customers

trnal neighborhaosod home, the true allure s
found while driving down a street of com-
pleted homes, where families are congregat-
ing on the fromt porches and spending time
together in community parks,

Our research shows that resale concerns are a
significant hurdle for potential TND customers
and an even larger obstacle for their Realtors.

away from THND neighborhoods because of
a perocption thar they had poor apprecia
tion potential,

TN diwird:-'. view thas helwef —that
appreciation in TN} communities suffers
bv comparison with that of conventsonal
ncighborhoods — as pure nonsense, They ar-
guc thar, while a single TNT home perched
in a field with an alleyway and a front porch
may be no more appealing than a conven

Saill, perocpton often £ reality, and the
fear of resale values is costing sales, The ssue
is tews iz o ignore. So, we decidesd to test the
theory of lower appreciation potential,

THE NUMBERS

Tar ik that, we peeded two bases for come-
parison: one, several TNEY communitees
that had existed long enough 1o have sub-
stantial resale homes and,



THEBFILES

twin, oomventional communities, locared
near the selected THND communities, that
WEre w]h'ng e homes wiathin JFrIHl'I:i:-
mJtnI:.'ThE SAME CITHE SPan anil price range.
These criteria were selected specifically o
prevent any hias that location differences
might create andd to use sample sizes large
enough to ensure the study's reliabilicy

In addvibem, we tprciﬁmll:r cheaorse |:1|'i-
muary-home communities in geopraphically
dispersed markets, Owr intent here was to
s any Jppm'hrmn bigses that me-
H.il:ln:l] ERei = might crexte, And, while we
believe that THD communities pre well
witedd for resort destinations, the \.Im:iﬁ-l:
nature of recreational smenities and loca-
tsans in these developments makes commu
nity-te-community  companisons  difficulr,
Therefore, THNID resort commuoniiies, like
Seasice, Fla., were not incheded.

Developing the methodology to smdy
the comparison was easier said than done.
The challenge was oo find TN communi-
ties with a substantial number of closed
harmes i hat were at least chres :|.'\¢.1an|:|. Ho-
member, T has been around far longer
as a concept than as a prodduct available to
the hiame buying public,

After an intense  review process, we
selecbed three THND communiiies: Cele
bration in Orlando, Fla.: |_'|g1.:|n.'| West in
Sacramento, Calif: and The Kentlands in
Southern Maryland (suburban Washingron,
DCY. While both Laguna West and The
Kentlands had experienced financial probs-
lemes early in their life cvcles, we concluded
that each had overcome inirial difficalties
and had gained strong acceptance in their
respective marketplaces, To guard against
any bias in this area, we excladed from the
:.ludr all homes sold during periods when
dm.'-l.[-u-pnr prnl:bl-r.'mt. poild be considersd an
issue i determining value,

Selecting nearby comventiomnal comimni-
ties proved a bit casier. Even so, we had
to move 3 bit farther from the subject com-
munities than we hwd hoped. We chose
Hunters Creek in Orlando, Lakeside in
macramento, and Cloppers Mill West in
Southern Mandand,

Chur first objective was o learn what pre-
maums, if any, home buyers in these comms-
mities p:n:l 'h|:| live in ‘TN rhm.g_hl'_h'lr]'un:ui-:.
While many issues affect the comparisons
in community sales valoe, it was decided
that, for Jrarposes of the ﬂml}', thie “ghollar-
per ururr-'ﬁl-err sales price” woubd be used as
the sole comparison. As vou can sec in the
SChriginal Pricing—=TNID vs, Conventional

Mighborhaosd™ chart, above right, buyvers in
the THLY communitics initially paid abouar
8 percent more on a dollar-per-square-foor
hasis to live in their communities than did
their neighbors in the comparabde conven-
tigenal neighborhoods,

SIDE BY SIDE

The nation that home buyers are paying a
|1-:r{'|1'|i|,|m o live in TN} commuanitics
should come as no surprise 1o builders, de-
'.'::'||:|-Eu_'r~:. or new-home ousiomers, Infra-
strucoure, amenities, and construction hard
costs in TNLY communities all combine o
increase the sales prices in chese communi-
tics, In the book Valning The Mew Urfandon,
authors Mark Eppli and Charles Tu come o
similar conclusions, although theirs are
hased on far more comprehensive dara and
mure sophisticared analysis.

The next isswe was o derenmine
whether the homes purchased in TINL)
communitics appreciated any differently
than those in nearby conventional commu-
mities. Earlier consumer research indicates
thar the vast majority of potential home
buyers o TND communities would be
pleased merely o break even with their
conventional home buving fricnds on home
appreciation. However, the study shows
thar appreciation for homes in the three
warget TNEY neighborhoods was 6.7 per-
cent during the stedy peried, while dheir
neighbors in nearby conventional commu-
nities averaged 14.2 percent during the
same time peried,
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It's difFiculs vo account for all the factors
that influenced these TND communitics'
higher appreciation levels, bor two appear
to have plaved important reles: continued
scceptance of the concept by the home
baving public and the added consumer ap-
peal as rthese commaunities mature,

The resuliz of this '.lu-li'. wre goosd news
indeed for cumment and |'um.l|11u| THI
homeowners, as well as for Realtors Bt
theere ane im]m':rr,mq lessons to be learmed,

THE RIGHT PITCH
Welcome centers in THNDY communities
shoubd focus on displays showing the ulti-
mate strectscape and amenities of a manere
communire While this may be Marketing
100 for many developers and sabes peams, it
becomes doubly important to emphasice
these aseas when merchandising a 131
community information center, The same
poential appreciation message should be
cmplu-'.i.n_h'l in sales siaff prwn‘r.:ltilm'. amd
hammered home in marketing to the general
realty community

Finally, developers must understand the
additional impact that “critical mass™ has
on valuing homes in TR communiries.
The added apprecistion potential mesns
that resbdwal lanad values will escalate more
quickly in a project’s later years, While this
haas gotren many land developers into trog-
ble with their financial parners, the issec
and expectation are oo important o ig-
nore when developing the financial model
for a TN communicy. B

Jobu Bymer iy wice peesident of mational
satles and marketing for Morrison Homes
Meorrsson  Homer, mumbed Noo 20 on ihe
BuriLper 1oo, aperules i 12 ofties aoross fhe
Llnsread Meares.



