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Housing Market Analysis

Rochester, Minnesota, as of January 1, L972

Foreword

This analysis has been prepared for the assistanee
and guidance of the Department of Housing and Urban
Development in its operations. The factual infor-
mation, findings, and conclusions may be useful also
Eo builders, mortgagees, and others concerned with
1ocal housing problems and trends. The analysis
does not purport to make determinations with respect
to the accepEability of any Particular mortgage in-
surance proposals that may be under consideration in
the subject locality.

The factual framework for this analysis was devel-
oped by the Economic and Market Analysis DivisLon
as thoroughly as possible on the basis of informa-
tion available on the "as of" date from both local
and national sources. 0f course, estimates and
judgurents made on the basis of information avail-
able on the "as of" date may be rnodified consider-
ably by subsequent market developments.

The prospective demand or occupancy potentials ex-
pressed in the analysis are based uPon an evalua-
tion of the factors available on the "as of" date.
They cannot be construed as forecasts of building
activity; rather, they express the prospective
housing production which would maintain a reason-
able balance in demand-supply relationships under
conditions analyzed for the "as of" date.

Department of Housing and Urban Development
Federal Housing Adninistration

Economic and Market Analysls Division
Washington, D. C.
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FHA HOUSING I'{ARKET AIiIALYSIS . ROCHESTER MINNESOTA
AS OF JA}IUARY L. L972

The Rochester, Minnesota, Housing Market Area (HI'IA) ts defined as

Olnsted County. This definition conforrns to that, for the Rochester

Standard Metropolitan Statistical Area. The HMA is located in south-

eastern Minnesota, 85 nlles south of Minneapolis-St. Paul. As of

January 1, L972 the nonfarm population of the HI'IA was estimated to be

78,950, includlng 54,450 persons living in the city of Rochester;

almost eight percent of the inhabitants of the HI"IA live on farms.

As a result of expansion by IBM and the Mayo Clinic and affiliated
hospitals, employment in the HMA increased substantially between 1961
and 1969 but since 1969 growth has slowed. Residential construction
activity kept pace with economic and population growth for the 1960 to
1968 period. In 1969, however, gains in construction began to exceed
economic growth rates, resulting in increased vacancies.

Anti ated Hous D

The anticipated demand for neru unsubsidized housl-ng in the Rochester,
Minnesota HI"IA from January 1-, L972 to January 1, L974 is based primarily
upon the projected expansion of enployment and grorth of population and
households at leve1s belor those of the 1960 to 1970 period. Other
factors influencing demand for new housing include anticipated losses of
existing units from demolition and other causes, current demand-supply
rel-ationships, and current construction levels. During the two-year
forecast period there will be an annual demand for about 280 new sales
unlts and 75 mobile homes; there will be no additional demand for multi-
family units.

The projected annual demand for 280 unsubsidized sales units includes
single-family homes and condominium units; sale of condominium units will
reduce demand for single-fanily houes. The projected demand for single-
fanlly housLng is only slightly higher than the number of homes built
annually during the past two years. It is slgnificantly belos 1960
through 1969 annual construction levels, reflecting a slo\,{er rate of
economic grocth.
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There will be no demand for additional construction of multifanily
units during the two-year forecast period. Absorption requirements for
rental units will be amply accommodated by units currently vacant in
relatively new structures and by the 135 multifarnily units currently under
construction.

The estimates of demand discussed above are not intended to be pre-
dictions of short-term resj.dential construction activity, but rather
suggested levels of constructi-on that are likely to maintain a balanced
relationship between supply and demand during the forecast period.

Occupancy Potential for Subsidized Housing

Federal assistance in financing costs for new housing for low- or
moderate-income families may be provided through a number of different
prograns administered by HIID: monthly rent supplements in rental projects
fi-nanced under Section 22L(d> (3); partial payment of interest on home
mortgages insured under Section 235; partial interest payment on project
mortgages insured under Section 236; and federal assistance to 1oca1 hous-
ing authorities for low-rent public housing.

The estimated occupancy potenti-aIs for subsidized housing are
designed to determine, for each program, (1) the nr:mber of families and
individuals who can be served under the program and (2) the proportion of
these households that can reasonably be expected to seek new subsidized
housing during the forecast peri-od. Household eligibility for the
Section 235 and Section 236 programs is determined primarily by evidence
that household or family income is below established limits but sufficient
to pay the minimum achievable rent or uonthly payment for the specified
program. Insofar as income requirement is concerned, all families and
individuals with income below the income limits are assumed to be eligible
for public housing and rent supplement; there may be other requirements
for eligibility, particularly the requirement that current living quarters
be substandard for families to be eligible for rent supplements. Some

families may be alternatively eligible for assistance under more than one
of these programs or under other assistance prograns using federal or
state suPport.

The annual occupancy potentials for subsidized housing are based
primarily on the following factors: 1972 incomes, the proportion of
households occupying substandard housing, estilnates of the elderly popu-
lation, income limits in effect as of January 1, 1972, and on recent
market experience. The total occupancy potential for federally-assisted
housing approximates the sum of the potentials for public housing and
Section 236 housing. For the Rochester, Minnesota, HI'IA, the total occu-
pancy potential is estimated to be 300 units annua1ly.

Sectj-on 235 and Section 236. Subsidized housing for households
wi-th low to moderate incomes may be provided under either Section 235 ot
Section 236. Moderately-priced, subsidized sales housing for eligible

t
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families.can be made available through Section 235. Subsidlzed rental
housingl/ for the same families may be alternatlvel-y provided under
Section 236; the Section 236 program contains additional provisions for
subsidized rental units for elderly couples and individuals. In the
Rochester, Minnesota,HI'IA, it is estimated (based on regular incoue
limits) that, for the period January 1, L972-Jaauary L, L974, there is
an occupancy potential for an annual total of B0 subsidized fanily units
utili-zing either Section 235 or Section 236, or a combination of the
two programs. In addition, there is an annual potential for about 60
units of Sectioa 236 rental housing for elderly couples and lndividuals.
The use of exceptj-on income linits would increase this potential- by 2O

units for families and 10 units for elderly.

As of January 1, L972, the Rochester, MinnesotqHI"IA had a total of
about 40 unj.ts which had been marketed under the provisions of Section
235. The first Section 236 project in the HMA was completed ln August
1971 and was completely occupied by September 1. Of the 104 total units,
21 receive rent-supplement payments. There is currently a walting list
of 30-40 applicants, about half of whom are elderly. Inquiries run sub-
stantially higher and about 25 applications are mailed out a month.

Low-rent Public Housi and Rent Supplement.2/ These two programs
serve households in essentially the same low-income group. The prj.ncipal
differences are in the eligibility requirements and in the manner in
which net income is computed. In the Rochester, Minnesota HMA, there is
an estimated annual potential for 90 1on-rent public housing units for
families; about 30 percent of the potential (27 units annually) could be
met by the alternative of rent supplement housing. In addition, there
is an estimated annual occupancy potential for 100 subsidized units for
the elderly utilizing either public housing or rent supplements or a
courbination of the two programs. About 30 percent (or 30 units annually)
of the elderly public housing and rent supplement potential could be met
by the alternative of Section 236 housing for the elderly.

As of January 1, 1972, there were no low-rent public housing units
in the Rochester, MinnesotarHI,LA. There were 34 units receiving rent
supplement payments of which 21 were in the Section 236 project and 13
were in a Section 231 project. A11 except four of the units were
occupied by elderly households.

1/ Interest reduction payments may also be made for cooperative housing
projects. Occupancy requirements under Section 236 are identical
for tenants and cooperative ohrner-occupants.

2/ Rent supplement funds are used, primarily, to subsidize eligible
families occupying units developed under Section 22L(d) (3); a portion
of the funds may be used to supplement low-income households in
housing developed under Section 236.



-6-

Employment in nonmanufacturi.ng activities averaged about 241100 jobs ln
L97L, an increase of about 7 1550 jobs since 1960; approximately 40 percent of
the new jobs were added during the 1967 through 1969 period as a result
of expansion of the Mayo Clinic, affiliated hospitals, and other services
for transients utllizing the clinic. While employment in medical services
has continued to increase since L969, substantial job losses were recorded
in hotel, mote1, restaurant, and other personal service functions, partic-
ularly in 1971. Currently, the Mayo Clini-c and its rwo affiliated
hospitals provide about 30 percent of total nonmanufacturing jobs in the
city; increases in employment at these facilities since 1960 exceeded
the total nurnber of new service jobs added between 1960 and L97L.

Nonagricultural wage and salary employment ln the city of Rochester
is expected to increase by about 600 jobs annual-ly during the two-year
forecast period. The anticipated increase is above the average annual
increase for the 1969 to 1971 period (325 jobs), but substantially below
the 1960 to L969 average annual increase (11000 jobs). Employment in
manufacturing industries is expected to stabilize or show a slight
increase; additional job losses are anticipated in nonmedical service
j.ndustries, but at a much lower rate than during the 1969 to 1971 period.
Anticipated new jobs will be concentrated in retail trade, governmen!,
and medical service industries.

Incomes. The 1972 nedian income, after deduction of federal income
tax, of all families i.n the Rochester, MinnesotarHl"lA is $111600, and the
median after-tax income of two- or more-person renter households is
$91900. In L959, median after-tax income of all families in the HI'IA was

$5,900, and the median after-tax income of renter households was $51000.
Detailed distributions of all families and of renter households in the
Rochester, Minnesota,HI"IA by income classes are presented in table IV.

Population and Households. The nonfarm population of the Rochester,
Minnesota,HI'IA as of January 1, L972 was estimated to be 781950, a yearly
increase of about 970 persons since April 1, L970, or an annual rate
of 1.3 percent. During the decade between 1960 and 1970 nonfarm popula-
tion increased by about 20r800 persons, or an annual rate of 3.1 percent.
The intercensal population increase included a substantial amount of
i-n-migration as a result of expansion by IBM, the Mayo Clinic, and other
large employers. Net in-migration from these sources virtually ended
in 1969 and net out-migration has occurred since then.

More than 75 percent of the intercensal population increase in the
HI'IA was accounted for by the city of Rochester and its f our surrounding
townshJ.ps. About 10 percent of the increase occurred in the two villages
in the HI"IA numbering more than 1,000 inhabitanEs and their surrounding
townships.

During the two-year forecast period, the nonfarm population of the
Rochester, Minnesota, HIvIA is expected to increase by about L1225 persons
annually (1.5 percent) as a result of anticipated employment increases
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and contlnued converslon of farn households to nonfarm status. The
anticlpated populatlon Lncrease assumes a contlnuation of out-ml-gratlon
frou the area at a slightly lower rate than has prevail_ed slnce l_969.

The number of nonfarm housetrq,lds in the HIIA as of January L, L972wasest1matedat24,L5o,anffiofabout650househo1dss1nce
April 1, L97o, or an annual rate of 1.6 percent. Between 1960 and l_970,
the nuuber of nonfarm househol-ds increased by about 71150, or an annual
rate of 3.6 percent. Average household size ln the HI'IA decllned fron
3.26 persons in 1960 to 3.18 persons in L97o. currentl-y, average bouse-
hold size ls estimated at 3.16, refl-ecting a trend toward smaller house-
hol-ds which is expected to continue during the forecast period.

Duri.ng the two-year period ending January L, L974, it is anticipated
that the number of households i.n the Rochester, Mlnnesotq HIIA w111
increase by about 450 annually (1.8 percent). Demographic trends since
1960 are shown in table V.

Hous Factors. As of January L, 7972 there were approximately
25,700 housing units in the Rochester, Minnesota, HMA including about
1r150 mobile homes. Since the April 1970 Census, the housing inventory
has increased by about 770 units. The net increase resulted from the
addition of 79O new units (including 140 mobile homes and 120 subsidized
units), conversion of 80 households from farm to nonfaru status, and
loss of about 100 units as a result of deuolition, conversions, and
other causes. Census data shonr that the Rochester, Minnesota, HMA gained
about 7r150 nonfarm housing units during the 1960 to 1970 intercensal
period. The net increase resulted from the addition of 71030 new units(including 520 mobile homes), conversion of 520 households from farm to
nonfarm status, and loss of 400 units as a result of demolitions, conver-
sions, and other causes. Housing inventory data, including or^rner-
occupied and renter-occupied units are presented in table vr.

currently, virtually all new residential construction in the
Rochester HMA is covered by building permits. Total constructj.on volume
varied substantially fron year to year between 1960 and 1969 partially
in response to changes in the interest rate and availability of funds.
Another major cause of fluctuations was large increases in employment by
the largest employers in some years during the decade. since 1969 new
construction starts have dropped subtantially from the 1960 to 1969
average 1evel of 654 unirs annually to 267 in 1970 and 4o2 in 1971,
reflecEing a substantial decline in the rate of economic gror^rth in the
HMA since L969.

The level of single-faurily construction activity has declined
steadily throughout the 1960 to 1971 period. Berween L96o and L964
construct.ion of single-family homes averaged 450 units a yearl between
1965 and 1969 the average level was 360 units a year; in both 1970 and
1971 construction of unsubsidized single-fauily units dropped bets,,r 270

(
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unlts. Prior to 1970 approximately two-thirds of all single-family
homes built in the HI'IA were built within the city of Rochester. Most of
the decline in constructi.on acti-vity in the HI"IA since 1969 has been
within the central city as construction volume in outlying areas has
remained relatively constant.

As of January L, L972 there were approximately 80 single-fandly
homes under construction in the Rochester, Minnesota,HMA. Approximatel-y
2r5OO units i-n multifamlly structures were completed during the l2-year
period, virtually all within the central city. More than 70 percent of
these units were started betrseen 1964 and 1969. Since 1969 onLy 26
unsubsidized units have been started and completed.

As of January 1, L972 there \.rere 135 units in multifamily structures
under construction ln the Rochester, MinnesotarHl{A (total includes all
nultifamily units permitted in 1971-). The 135 multifaurily units include
L24 garden-type rental units for which a building permiE has not yet
been issued although footings have been constructed.

Vacancy. As of Janua ry 1, 1972 there were an estimated 11550 vacant
housing units in the Rochester, MinnesotarHIvIA; 240 units were for sale,
780 were for rent, and 530 units were unsuitable or unavailable for rent
or sale. The available units for sale or rent represented homeowner and
renter vacancy rates of 1.4 percent and 9.5 percent, respectlvely. Both
rates have increased slnce April 1970 when the Census recorded homeowner
and renter vacancy rates of 1.2 percent and 8.9 percent, respectlvely.

t



Table I

Annual Demand for New Nonsubsidized Housing
Rochester. Minnesota. Housing Market Area

January 1. 1972 - January 1. L974

Sales housi I

Price class
Number

of units Percent

Under
$22,500

$22,500
- 24,ggg
- 27,499
- 29 rggg
- 32,499
- 34,999
- 37,499
- 39,999

30

25,
27,

32,
35,
37,

4s
25
30
30
30
25
20
15
60

280

000
500
000
500
000
500

L6
9

11
11
1l_

9
7

5
2L40,000 and over

Total 100

1/ Includes condominiums and cooperatives as well as single-
family houses.

Source: Estimated by Housing Market Analyst.

i



table II

Estlmated Annual Occuoancv Potentla 1 for Subsidlzed Rental Housine
Rochester, Mlnnesota, Houslng Market Area

Januarv L. L972 - January L. 1974

A. Famllies

Sectlon n@.1
excluslvely

Ellglble for
both programs

Publlc housing
exclusively

1_5

40
25
10

50
20
Ter.I

Total for
both programs

25
80
45
20

l_70

B. Elderlv

1 bedroom
2 bedroons
3 bedrooms
4* bedroom.s

Total

Efflciency
1 bedroom

Total

95
35

130

t&/

10
40
20
10
80

20
10
30

25
5

3E/

g/ Estlnates are based upon regular income llnlts.

b/ About 30 percent of these fanlLles also are ellglble for the rent supplement program.

c/ A1l- of these elderly are eliglble for the rent supplement program.



I

Table III

Nonagrlcultural l,Iage and Salary Enplovnent Tren{s

L960-1971

1960 1961 1962

Nonagrlc. wage & salary 20.700 2L,2OO 22.3OO

Manufacturing 4,100 4,300 4,850

Nonmanufacturlng l-6.550 16,900 L7.45O

Construction 900 850 950

Trans. & pub. utll. 800 75O 700

Flnance 75O 75O 75O

Trade 4,100 4,200 4,400

Wholesale 25O 25O 25O

Retall 3,900 3,950 4,150

Service 7,900 8,150 8,350

Government 1,950 2,050 2,100

Other 150 150 2OO

a/ Data available for clty of Rochester only.

b/ Totals may not add due to roundlng.

Sourcel Uinnesota Department of Manpower Service.

1963

23.150

4,9 50

18. 200

I,000

750

750

4 .550

250

4, 300

8 ,650

2,25O

250

L964

24.050

5 ,150

r-8,900

1,050

750

850

4,7 s0

250

4,500

8,900

2, 300

250

1965

25.000

5,500

19 ,500

r,100

7s0

850

4,950

300

4,650

9 ,150

2,4OO

250

L966

26.250

5,100

20 .150

1,200

850

850

5.1s0

300

4,850

9,25O

2,650

250

L967

27 .550

6,300

2t,200

1,250

950

850

5 .300

300

5,000

9,800

2,900

2s0

1968

28.500

6 ,300

22.\50

1,300

950

900

5.500

300

5,200

10 ,250

2,95O

300

1969

29.650

6 ,500

23.150

1,350

1,000

900

5 .700

350

5,400

10,700

3,150

300

19 70

30 .200

6 ,550

23,700

1,450

1,000

950

5.850

300

5 ,550

10 ,700

3,400

300

L97t

30 .400

6 ,300

24 .100

1 ,500

1,300

950

6 .100

350

5 ,750

10,350

3 ,550

300



Table IV

Estlmated Percentaee Distribution of Nonfarm Famllies bv Annual Incond/
Rochester, Minnesota. Housing Market Area

L959 L972
A11 families Renter housIncome class

Under
000
000
000
000
000
000

3
2

3
4
5
5

7

$g
4
5
6
7

8

L7
L4
19
18
L2

6
3

000
999
999
999
999
999
999

$3,
- 3,

4,
- 5,
- 6,
- 7,

8,

3
4
2

)
)^
)'

t

,
,
,
,
t

A11 families

L2
10
13
18
L4
10

6

househo

100

5
3
4
6
7

8
9

9
2L
10

6
4
5
3

100

8
20
15

9
5
7

7

100

9,000 - 9 ,999
10,000 - L2,499
12 ,500 - 14 ,999
15,000 - L7,499
17,500 - L9 ,999
20,000 - 24,999
251000 and over

Total

4
7

3

)

l,
l__
100

_)_

Median $5,900 $5,ooo $11,600

a/ After deduction of federal income tax.
b/ Renter households of two or more persons.

Sources: 1960 Census of Population and estimates by Housing Market Analyst.

$9,900

It



Table V

Nonfarm Population and Housing Trends and Proiectlons
Rochester. Minnesota Housing Market Area

Population

HI'IA total

Rochester

Remainder

Households

HIIA total

Rochester

Remainder

Aprl1
1950

56,468

40,663

15,805

16,338

L2,06L

4,277

April
r970

77 .264

53,776

23,488

23,492

L7,046

6,446

]t972

78.950

54,450

24,5O0

24.L50

L7 ,4OO

6,750

L97 4

81.400

55,550

25,850

25.050

17,900

7 ,150

Nunber

2.080

1,311

768

Number

970

390

580

Number Rate

1.225 1.5

550 1-.0

675 2.7

450

Rate

3.L

2.8

4.O

Rate

1.3

o.7

2.4

7L5 3.6 370 1_.6

498 3. s 200 L.2

2L7 4.L L70 2.6

250

200

1.8

L.4

2.9

a/ Rates compuEed on a compound basis.

Sources: 1960 and 1970 Censuses of Populatlon and Housing, and estlmates by Houslng Market Analyst.



Iabl-e VI

Components of Nonfarm Housing Inventory
Rochester. Minnesota Housinq Market Area

Aprll 1960 - Jaanary L972

April 1, 1960 April 1, l-970

L7 .77 4 24.929

Component

Total housing lnventory

Total occupled unlts
Orvner-occupled

Percent
Renter-occupied

Percent

Total vacant unlts
Avallabl-e va€ant

For sale
Homecnrner vacancy rate

For rent
Rental vacancy rate

other vacantg/

January 1. L972

25,700

24.L50
L6,675

69 .0

l-6,338
11,350

69.5
4,988

30. s

L,436

23.492
L6,L44

68.7
7 ,348
31.3

L.437
924

7 ,475
31 .0

923
300
2.6%
623

LT.L7"
513

203
L.27"
72L
8.97"
513

1.550
1.020

240
L.4%
780
9.5"4
530

a/ Includes dilapldated unlts, seasonal units, units rented or sold and awaitlng oceupancy, and
unlts held off the market for absentee or,f,ners or other reasons.

Sources: 1960 and 1970 Censuses of Housing and estimates by Housing Market Analyst.



Table VII

Residential Building Activity
Rochester, Minnesota, Housing Market Area

Annual Totals L96O-197L

L963 7964 1965 1966 L967 1968 L969 L970 L97L

82t 64t 406 73s 784 632 2672/ 4oAlHMA total
Single-family
Multifamily

4t7
l-64

1960

581

1961

513
427
104

282
99

L962

840
596
244

571
423
148

400
42L

245
42L

370
27L

245
22L

26L
L45

344
391

95
5

460
324

325
319

140
135

5

363
269

24L 267
26 135

rc7el 272L1Roches ter
Single-family
Multifanily

Remai-nder
Single-family
Multifamily

401 381 64s 471 666 466 286 635 644 497
228
269

UL
26

L37
135

237
l-64

401
244

273
138

151
135

249
386

10

150
L45

5

rB0
180

195 160 1s5 L75
195 150 155

L20 100 135 100 13@/
135 100 130725

50
110

10

a/ Excludes 104 units of Section 236 housing in Rochester.

b/ Excludes 20 units of Section 235 housing.

Sources: U. S. Bureau of the Census C-40 Construction Reports, 1ocal bullding inspectors, and estimates
by Housing Market Analyst.
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