
Residential Infill Project

Planning and Sustainability 
Commission Briefing

Economic Analysis of Revised Proposal
December 11, 2018



Follow along…

The PSC materials are available on the 
project website:

www.portlandoregon.gov/bps/76961

Or go to www.portlandoregon.gov/bps/infill
Look for “documents and resources” 

and then look for 
“Planning and Sustainability Commission Materials”
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http://www.portlandoregon.gov/bps/76961
http://www.portlandoregon.gov/bps/infill


Agenda

 Housing mix background
 Comparison of proposals
 Market trends
 Economic analysis methodology
 Results from revised proposal
 Summary of key findings
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Current Housing Mix
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57% 28%

13% 2%



Current Ownership Tenure Mix
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80%

21%

11%

62%



2035 Growth Share
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+21% +72%

+5% +2%



Comparing Proposals

April 2018
FAR
 R2.5 = .7
 R5 =    .5
 R7 =    .4

Up to 3 units
 Duplex
 Corner Triplex

September 2018
FAR
 R2.5 = .7 to .9
 R5 =    .5 to .7
 R7 =    .4 to .6

 Up to 4 units
 Duplex
 Triplex
 Fourplex
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September proposal: Increase FAR by unit
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• House • House +ADU
• Duplex

• House +2 ADUs
• Duplex +1 ADU
• Triplex

• Fourplex

2,500sf 3,000sf 3,500sf

April proposal: One FAR

DUPLEX W/DETACHED ADUDUPLEX TRIPLEX ON CORNERHOUSE+2 ADUs

2,500sf + 750sf 2,500sf + 750sf 2,500sf + 750sf 3,250sf



Comparing Proposals

April 2018
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~66% of R2.5-R7 zones ~96% of R2.5-R7 zones

September 2018



Housing Affordability
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2018 Housing Price and 
Interest Rate Changes
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2018 Housing Price and 
Interest Rate Changes

October 2018 
Average House Price - $410,000
Interest Rate – 4.8% APR

March 2018 
Average House Price - $428,000
Interest Rate – 4.4% APR



How do scale and cost relate?
By absolute unit size
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Description of Economic Analysis
Comparison of development allowances
Revised proposal vs. current allowances
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Description of Economic Analysis
Development prototype proformas

Physical program
• Site size
• FAR allowance
• Number of units

Development Costs
• Hard costs (materials and labor)
• Soft costs (permitting, design, 

engineering, etc.)
Revenue/income

• Sale price
• Rents 
• Number of units

Development feasibility indicators 
• Residual land value



Development prototype proformas
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Description of Economic Analysis

Physical program
• Site size
• FAR allowance
• Number of units

Development Costs
• Hard costs (materials and labor)
• Soft costs (permitting, design, 

engineering, etc.)
Revenue/income

• Sale price
• Rents 
• Number of units

Development feasibility indicators 
• Residual land value
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Description of Economic Analysis
Pricing bin analysis
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Description of Economic Analysis
Pricing bin results
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Description of Economic Analysis
Pricing bin results
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Description of Economic Analysis
Pricing bin results
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How do unit size and cost relate?

Average Size 2,500 Square Feet 1,500 Square Feet

Average Sale Price $772,500 $463,500

Average Price per SF $309/SF $309/SF

Average Rent $5,400/month $3,255/month

Average Rent per SF $2.17/SF $2.17/SF

Single Family Duplex
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How do unit size and cost relate?

Average Size 2,500 Square Feet 1,500 Square Feet

Average Sale Price $772,500 $463,500

Average Price per SF $309/SF $309/SF

Average Rent $5,400/month $3,255/month

Average Rent per SF $2.17/SF $2.17/SF

Single Family Duplex

170% MFI 110% MFI
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How do unit size and cost relate?

Average Size 1,166 Square Feet 875 Square Feet

Average Sale Price $360,500 $270,375

Average Price per SF $309/SF $309/SF

Average Rent $2,500/month $1,900/month

Average Rent per SF $2.17/sf $2.17/SF

Triplex Fourplex
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How do unit size and cost relate?

Average Size 1,166 Square Feet 875 Square Feet

Average Sale Price $360,500 $270,375

Average Price per SF $309/SF $309/SF

Average Rent $2,500/month $1,900/month

Average Rent per SF $2.17/sf $2.17/SF

Triplex Fourplex

90% MFI 80% MFI

120% MFI 100% MFI
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Description of Economic Analysis
Summary results
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Econ Analysis Comparison
Proposed draft vs. revised proposed draft
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Findings Summary –
Staff Proposed Draft

Increasing allowable units without increasing FARs provides a small 
market incentive to build an alternative to a single family house. 

• Significant reduction of replaced 
units (lower FAR) 

• Modest increase in new units 
• Reduced total construction 

investment 
• Units smaller and less expensive 

than a new single house
• Units predominantly ownership with 

limited new rental housing
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Findings Summary –
Revised Proposed Draft

Increasing FAR allowances with the number of units provides a more 
significant incentive to build housing types other than a single house. 

• Significant increases in unit 
production 

• Greater construction investment
• Modest increase in replaced units
• Units smaller and less expensive 

than a new single house. 
• Allowances for three and four 

units further reduced unit sizes. 
• Resulting unit sizes bring the 

average rent into a range that 
could support new construction 
rental units. 
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Findings Summary –
Revised Proposed Draft

• Broader market depth and need for ownership units at prices supported in 
two, three, four bedroom development types than single house prices for 
both current and future Portlanders. 

• Diversity in housing types will occur because every development type 
serves separate markets:
 Single house demand
 Duplex - fee simple and larger attached units
 Triplex – smaller 2 and 3 bedroom ownership options and potential for 

three bedroom rentals
 Fourplex – smaller 2 bedrooms ownership options and housing choice 

for renters. 
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Additional Q&A
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