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How Do We Stack Up?
By C. David Matthews MAI CRE SRA
Have you ever wondered how the greater Evansville
area ranks among other US cities in housing and
economic indicators? To find out, our company
compiled statistical data from the US Census for the
US, Indiana, Evansville, Vanderburgh County, and the
surrounding counties and compared that to 23 other
counties and cities throughout the US which were
selected for their size, attraction, growth, publicity,
our general curiosity, etc. See the chart on page 3 for
all locations studied. This is a limited data sample but
it still provides a reasonable basis for analysis of
Evansville’s comparative strengths and weaknesses as
a community. Some of the latest data available were
from 2007, but most were since the Great Recession
of 2009.

Mead Johnson, Koch, Red Spot and more; provide a
good regional warehousing location as Evansville is
only 30 miles from the median population center of
the U.S. within a day’s drive of over 1/3 of the US
population; and numerous restaurant chains, casino
and motels attract many visitors to the city.
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Other counties in the Evansville area are also doing
well. Warrick County has the third highest median
household income and the second highest rate of
home ownership of the locations studied. Posey and
Gibson have some of the lowest home affordability
indexes, but Posey has one of the highest population
declines and Gibson one of the lowest percentages of
college graduates. Not surprisingly, Warrick and
Posey counties have some of the lowest retail sales
Of the cities and counties studied across the U.S., the per capita because their residents do their shopping in
city of Evansville has the highest retail sales per
nearby Evansville. They also have some of the lowest
capita, just ahead of Seattle, Nashville, Dubois
hotel/motel and food sales per capita. Again,
County, IN and the Cape Cod area; the second highest Evansville fulfills this need.
manufacturing shipments per capita behind Ft Wayne;
the third highest wholesale sales per capita behind
One of the most important industries in Vanderburgh
Bloomington/Normal which has three interstate
County is plastics manufacturing. The US Bureau of
highways through town, and Denver; and the third
Labor Statistics (BLS) shows that in 2013 almost 4%
highest hotel/motel and food sales per capita behind
of Vanderburgh County’s total employment was in the
only San Diego and Cape Cod. Very impressive stats! category of “Plastic and Rubber Manufacturing”. BLS
Evansville is a shopping magnet for a 50 mile radius; also provides the ratio of a county’s percentage
have very productive industries e.g. Berry Plastics,
employment in an industry to the US percentage in

Are Agricultural Land Values Plateauing?…..page 9
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Continued from page 2, By C. David Matthews MAI CRE SRA
that industry, termed Location Quotient (LQ).
Vanderburgh County’s LQ for this category is 6.82
meaning we have almost seven times as much
employment in plastics manufacturing as a percentage
of total employment as the national average. The
premier local plastic company is Berry Plastics which
began as Imperial Plastics in 1967 and has grown
through acquisitions to a $5 billion corporation with
25,000 employees across the globe. Evansville
remains the corporate headquarters, where its modern
high speed plastic container manufacturing continues
to provide strength to our economy.

It is important to note that the Evansville Metropolitan
Statistical Area, which includes the counties of
Vanderburgh, Warrick, Posey, and Henderson, KY, is
well diversified with no one industry representing
more than 5% of the total work force. So, while
various counties have heavy concentrations in specific
industries, overall SW Indiana has a broad economic
manufacturing base. A few of our industries have a
less certain future such as coal mining, but most are
widely supported with strong futures, e.g. vehicles,
plastics, pharmaceuticals, etc. Add to this the other
successful segments of our economy such as our retail
base, educational institutions, medical facilities,
Gibson County, as one would expect, has a very high entertainment venues, agricultural land, river trade,
etc. and SW Indiana is on sound economic footing.
LQ for transportation equipment manufacturing, i.e.
Further enhancing this is the continued construction of
vehicles, at 24.8 and these jobs total 1/3 of all
employment in the county. Toyota began operations in I-69 from here north to Indianapolis, on to Canada,
Gibson County in 1998 with 1,300 employees and has and to the south through Kentucky, Tennessee,
Louisiana, Arkansas and Texas. Our next immediate
continued to grow, now employing 4,500 in an
need is a bridge over the Ohio River to avoid potential
expanded plant.
traffic jams on Highway 41 in Henderson, KY.
In Pike County, mining, excluding oil and gas, has an
LQ of 105.7. In 2014, coal production in Pike County
was 5th in the state at 2.6 million tons. This was a 15%
drop from 2013 and was 37% below the 2000
production of 4.16 million tons which ranked Pike as
the 3rd largest producer in the state in 2000. Warrick
County, by comparison, increased its production in
2014 to 5.9 million tons, a 20% increase over 2013.

Despite the many strengths our area enjoys, we do
have some weaknesses. Of the 24 locations studied,
the city of Evansville has the lowest median
household income, the 4th lowest home ownership
percentage and the 5th lowest percentage of college
graduates. Having the second lowest median home
price is not a bad thing since it improves the area’s
housing Affordability Index (12th lowest) which makes
our low home ownership percentage puzzling. Why
Dubois County’s LQ for wood product manufacturing don’t more people own their residence when our
is 83.6 with 26.5% employed in that industry.
Affordability Index is low and interest rates are near
Furniture making has long been an important industry record lows? This combination is not expected to
in Southwest Indiana. In 1900, Evansville had 41
furniture factories making it one of the largest
furniture centers in the world, but lost the last of those
old factories in 2014 when the 128 year old Karges
Furniture Company, one of the top quality furniture
makers in the world, was sold to Kindle and moved
operations to Michigan.
Warrick County’s metal manufacturing LQ is not
disclosed. Alcoa began aluminum smelting there in
1950 and has a reported capacity of 270,000 tons per
year making it a mid-size operation in the world
market.
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remain into next year. As we report elsewhere in this have an abundance of places to shop, eat and spend
newsletter, home prices are increasing but the number the night. We need to encourage residents to attend
of home sales declined from YTD 2014 to YTD 2015. and graduate from college which would in turn solve
our other major problems such as low incomes and
Overall, a local resident gets a lot of house for his/her low home-ownership rates by raising the median
household income, making home ownership more
money, is very productive at his/her job and visitors
likely.

COMPARISON OF HOUSING AND ECONOMIC INDICATORS BY LOCATION
Source: US Census 2007-2013 data compiled by David Matthews Associates
Top 5

Bottom 5

David Matthews Associates Real Estate Appraisers & Consultants
In addition to our expertise in the valuation of real estate
we can provide our clients with detailed market research on
various property types, providing the needed tools and
information to real estate investors in order to make sound
investment decisions.

For more information, contact us at
812-428-6000 or visit our website:
www.davidmatthews-assoc.com
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Residential Market Overview
By C. David Matthews MAI CRE SRA
As shown on the graph of the number of MLS sales
by year, the local single family housing market has
struggled to recover from the recession. Pre-recession,
in the early to mid-2000's, the market was over-heated
throughout the country and fell dramatically in the late
2000's. It bottomed in 2011, then slowly improved but
has fallen again in 2015 based upon extrapolation of
the first six months of the year.

Another measure that is more indicative of all home
prices is the median price change. The average price
is affected by high end homes while the median
represents the mid-price home. Median prices for
Warrick County from 2012 to 2015 rose at less than
1% per year. Vanderburgh County remained fairly
constant but Posey and Gibson Counties saw good
increases.

Overall, while the number of home sales has not
recovered from the depths of the recession, the
average home price in all markets has, with an overall
increase in the four counties studied from 2009 to
2015 of over 15% and a median price increase of over
20%. In all cases, the average and median price of a
single family home in the four counties for either 2014
or 2015 are the highest in history. During this time,
inflation has been very tame at 1% to 2% per year,
typically. Therefore, home price increases have kept
up and, in some markets, have surpassed the inflation
rate in recent years. The following graph shows the
allocation of homes sold by the price range and the
months supply of homes currently for sale.

The graph above shows the average single family
home price for the various areas. It shows a good,
consistent increase in all markets beginning in 20082009, which was the bottom. Home prices in Warrick
County are substantially higher because of the lack of
older housing stock. Most of the homes in Warrick
County were built within the past 40 years. Home
prices in 2015 have either stabilized or fallen,
depending upon the local market. The most dramatic
fall was in Warrick County. However, it also had the
strongest increases in the previous two years which,
when connecting the dots between 2012 and 2015, the
data show an average annual increase of just under of
2% per year. Vanderburgh County stayed even from
2012 to 2015 with Posey up slightly and Gibson up
strongly.

*Vanderburgh, Warrick, Posey, and Gibson counties
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of that loss but still are substantially below the peaks
in 2007 and 2008.
Keystone Subdivision has seen home prices increase
at an average of 3.9% in the past few years. From
2012 to 2013, there was hardly any change but 2013 to
2014 saw a 10% increase on average while 2014 to
2015 saw a 1% increase indicating an overall of 3.9%
average. The median price increased at a more
consistent rate of 4% in 2012 to 2013, 8% in 2013 to
2014 and stable prices from 2014 to 2015. The overall
Keystone Subdivision near Oak Hill and Heckel
average was 4.3%. It is interesting to note that on
Roads is a good bellwether for monitoring home
average, 29 homes sold per year over the past few
prices in the Evansville area. The data in the table
years in Keystone. There were eight homes on the
show the average and median prices for the
market when this study was done in early June. This
subdivision in recent years. Keystone is a fairly
indicates a supply of only three months, which is an
homogeneous neighborhood of similar style, size and undersupply of homes. The average days on the
age homes on similar lots. There are variances but
market (DOM) over the past several years is 43 days,
they tend to average out giving a reasonable indication again indicating strong demand. However, in 2015 the
of value trends for above average homes. This would average days on the market for the properties sold was
not necessarily apply to low or high end homes. The
80, further indicating the 2015 slowdown.
greater Evansville area has survived the worst
downturn in the overall real estate market since the
In another study, a search of the MLS was conducted
Great Depression and has come out of it with higher
for all homes built after 1945, containing between
prices. Prior to the Great Recession, Evansville’s
housing market followed the same trend as other areas 1,000 SF and 4,000 SF above grade that have sold in
nationwide. Annual increases in home sales and home the four county area in the past 12 months. A total of
prices were a regular occurrence, albeit these increases 2,488 sales were found. These were graphed to show
the relationship between price per square foot and
were not as drastic as those seen on the west coast,
Florida, the southwest, and other markets nationwide. size. The graph shows prices ranging from a few
However, those same markets fell dramatically during dollars per square foot up to typically $150/square
the Great Recession. They have begun to recover but foot, except for some outliers. The outliers are
probably properties that have large acreage tracts that
not to the levels that they once were. In Florida, for
example, prices fell by 50% and have regained much would tend to increase the price per square foot.
Keystone Subdivision Analysis
YEAR

# SOLD

AVG PRICE

% Chg

MEDIAN PRICE

% Chg

2012

36

$208,930

2013

18

$209,694

0.4%

$210,450

4.2%

25

2014

36

$231,193

10.3%

$227,700

8.2%

39

2015 *

26

$233,527

1.0%

$227,900

0.1%

80

Average

29

$220,836

3.9%

$217,013

4.3%

43

Current askings

8

$230,343

-1.4%

$218,075

-4.3%

29

$202,000

*YTD Extrapolated for year
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The new home construction market is demonstrated by
the number of new home building permits by year for
Vanderburgh and Warrick Counties, which have the
most activity in the area with respect to new single
family home permits. This trend shows the weakness
of the local new home construction market, especially
Warrick County.
Number of Building Permits Issued by Year

Above 3,000 SF, very few homes sell below $50/SF.
Typically, all other items being equal, the price per
square foot of a home will decline as size increases.
However, when quality, condition, location and
features are considered, this yields a wide range of
prices per square foot as indicated in the graph. This
graph is a good indicator of why a real estate appraiser
or broker is needed to help establish the value of a
home.

YEAR

VAND

WARR

2015

242

82

2014

296

184

2013

278

168

2012

272

124

2011

145

168

2010

212

179

Housing Trends
By Janice E. Evans SRA, AI-RRS and Jean E. Bennett
Some trends are fads and fade fast while others are
more functional and keep their values longer. Southwest Indiana tends to lag many of these trends as well
as hang on to them longer than some of the more
cosmopolitan areas. Many of the trends mentioned
below are not found yet in the Evansville market.

custom blueprints that include open plan
living, multiple master suites, greater energy
efficiency and smaller footprints for
downsizers.
Freestanding tubs: Coming back into vogue are
tubs from the Victoria era.
Quartzite: Granite and quartz are still being used
in the upper end kitchens throughout the tristate area. Quartzite, a manmade, virtually
indestructible surface that does not stain easily,
is moving ahead of last year’s quartz according
to the Realtor Magazine.
Porcelain floors: For the past few years ceramic
tile has been most popular. While laminate and
wood floors remain the preference for many of
the public areas of the house, kitchens and
baths seem to hold to ceramic tile.
Almost Jetson-ready: Technologies have advanced
significantly in home designs from webcontrolled security cameras, smart kitchen
appliances and motion sensors for pets.

The Realtor Magazine’s December 2014 issue reports
the following hot housing trends for 2015.
Coral shades: A new, lighter color palette. In the
past decade the colors have tended toward the
darker shades. We are seeing an off white-grey
coming back in as the neutral in new
construction.
Open spaces go mainstream: Open floor plans
have been around for several years with
kitchens and great rooms but the Realtor
magazine projects more walls will be removed
for greater togetherness and adding windows
to better meld the indoors with the outdoors.
Off the Shelf plans: Buyers now have options for
6
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Continued from page 6, By Janice E. Evans SRA, AI-RRS and Jean E. Bennett
Offices and Media Rooms: Converting the formal
living room or a bedroom into an office is still
a frequent feature found in local homes. Media
packages are being included in some of the
new homes in the Evansville area. The Realtor
Magazine sees the trend away from home
offices with the proliferation of Wi-Fi. They
also see the trend leading to a smaller,
dedicated space for charging devices in
kitchen, at entrances from the garage, or in
mud rooms.
Multiple master suites: Having two master
bedroom/bath suites make the house function
better for multiple generations and out-of-town
guests.
Fireplaces and fire pits: Rarely are wood burning
fireplaces built anymore. Nearly all fireplaces
have become gas and either vented or nonvented.

wrapping gifts.
Grander garages: New trends are bringing the
driveway material into the garage, temperature
controls, sleek glass doors, specialized zones
for home audiovisual controls and a big sink/
tub for the pet wash. In some high end
markets, car lifts have gone residential so extra
autos don’t have to be parked outside.
Keyless entry: Key code entries are commonplace
in our local area.
Water conservation: Conservation in the western
states includes rainwater harvesting tanks,
cisterns,
graywater
systems,
weathercontrolled watering stations, permeable pavers,
drought-tolerant plants and no- or low-mow
grasses.
Salon-style walls: Thanks to HGTV, a cohesive
group of wall pictures and accessories is
becoming the rage instead of displaying a few
distinct pieces on a wall.
Cool copper: First came pewter; then brass made a
comeback. The “it” metal for 2015 is copper.
Return to human scale: Kitchens and great rooms
over the past decade grew immensely. This
year Realtor Magazine sees a return to a more
compact design.
Luxury 2.0: Quality of rest is important. Getting
the right amount of sleep can improve
alertness, mood and productivity. Luxury
bedding, a new mattress, comfortable pillows
and calming scents are indulgences for a
quality rest.
Shades of white kitchens: Kitchen counters,
backsplashes, cabinets and flooring come in all
variations. All white kitchens (cabinets) will

Wellness systems: Builders nationwide are now
addressing environment and health concerns
with holistic solutions, such as heat recovery
ventilation systems that filter air continuously
and use little energy. Other new ways to
improve healthfulness include lighting systems
that use daylight, swimming pools that eschew
chlorine and salt but feature a second adjacent
pool with plants and gravel to cleanse the
water, and edible gardens starring ingredients
such as curly blue kale. Our staff appraisers
have not yet seen this feature come into the
Evansville market.
Storage: National trends are seeing second and
third bedrooms being pared down to gain walk
-in closets in master bedrooms, and pantries,
open storage, secondary appliances and prep
spaces in the kitchen, and even a room for
7
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Continued from page 7, By Janice E. Evans SRA, AI-RRS and Jean E. Bennett
continue to hold their own. What’s different
prominent than a LEED credential for single
this year is that all white does not mean the
family residences. Solar is still not found
same white, since variations add depth and
frequently throughout the tri-state area. The
visual appeal. When cabinets are white, home
best benefit from solar panels is their
placement on a south facing slope (roof). A
owners can choose bigger, bolder hardware.
caution is made that these solar panels have a
Outdoor living: New options for enhancing the
20-30 year life and so should the roof shingles.
space include larger pools with more features
including waterfalls and fountains, in-pool
Other local features: Nine foot ceilings are now a
seating, creative water slides, outdoor showers
typical height. Stainless steel appliances are
adjacent to pools, outdoor fireplaces, outdoor
still in popular demand and expected for most
kitchens, hot tubs, and private dog runs and
kitchens and the conversion of a room or
basement into a home theater. Many are rather
wash stations.
elaborate with sound systems, raised platforms
Increased energy efficiency with 5 Star energy
and specialty seating.
packages, tankless water heaters, efficient
insulation, zoned HVAC units, whole house
ventilation systems, etc. Many builders now Sources:http://realtormag.realtor.org/home-andprovide a blower door and duct blasting test design/feature/article/2014/12/21-hot-housing-trendsfor air. The HERS ratings seems to be more for-2015 and www.newhomesource.com

Apartment Market Staying Strong
By Sarah E. Land
According to Axiometrics, an apartment data and
research firm, “In May 2014, national apartment
occupancy rose to the highest level in 6 years.”
Axiometrics also reports that approximately 180,000
new apartment units have become available in the past
12 months and “95% of all units are filled, despite
thousands of new units becoming available.”

further development. Demand has been
strong enough to encourage further
development. Kinway Apartments
totaling 76 units on Pollack Avenue is
a new project managed by Marlin
Goebel, in addition to a proposed 70 unit apartment
project along Morgan Avenue, also to be managed by
Goebel. Delaware Trace is adding more buildings to
its complex to keep up with the demand and they are
currently under construction. Oak Grove Crossing
Apartment Homes in Newburgh are also adding units
to their complex. There are discussions of a
development on the west side of Evansville, but so far
it is nothing more than a possibility.

Although interest rates are still at attractive levels,
tightened lending restrictions are making home
ownership impossible for some buyers. Even as the
pace of foreclosures has slowed somewhat, there has
been a trend away from homeownership. This may
mean even more apartment projects in the Evansville
area to keep up with the demand for this type of
housing.

The largest proposed multi-family residential
development for the Evansville market at this time is
The apartment market in Evansville is keeping up with The Havens of Promenade planned to include 210
one, two and three bedroom class A apartments. This
this national trend. This sector of the local market
remains strong, with occupancy rates averaging in the proposed development has not yet started
93% - 98% range. This tends to increase rents making construction.
new construction more feasible which encourages
8

Apartment Market Staying Strong
Continued from page 8, By Sarah E. Land
Several older properties in Evansville are being
renovated or remodeled into modern 1 and 2 bedroom
apartments. The attractive elements for these
properties that makes them worth updating is their
location in the historic areas of downtown and exterior
beauty. The city has provided assistance on several of
these properties while others are totally funded by
private investment indicating the perceived strength of
this market segment. Renovated properties include, in
the Haynie’s corner area, the Maybelle, Montrose,
Euclid and Audubon and closer to the CBD, the
historic Owen Block and possibly the McCurdy Hotel.
Rents are above average due to the somewhat high
cost of renovation which is often comparable to lower
quality new construction on a per square foot basis.

The expected influx of medical students into the city
center in the coming years will perk up demand even
further for nearby housing. However, medical students
are known to be short of time and money, and care
should be taken to avoid over-pricing that market
segment. Doubling up occupancy can make a unit
more affordable, of course.
Average capitalization rates for apartments for
markets such as Evansville, according to Realty
Rates.com to which we subscribe, range from below
7% to over 9% depending on age, location and style.
This range covers suburban garden, student housing
and townhouse/high rise projects. The commercial
brokerage MLS data shows approximately nine
apartments with 10 units or more are currently for
sale. In the past 4 years eight have sold at an average
rate of 2 per year indicating a 4+ year supply. Of those
for sales the asking prices show a cap rate range of
8.2% to 12% primarily with a few much higher for
older problem properties. The more modern property
priced properties tend to sell in twelve months or less,
but the problem properties or those overpriced
languishing on the market for years sometimes.

Generally apartment rents in Evansville begin around
$400 per month for the smallest midlife units or the
oldest larger units and peak out around $1,000 per
month. Rents can exceed $1.00/ sq ft per month plus
utilities for new construction or newly renovated or
remodeled 1 bedroom and small 2 bedroom units.
Demand has proven strong for most all price levels.

Are Agricultural Land Values Plateauing?
By Sarah E. Land
After several years of record-breaking increases in
agricultural land values, 2014 brought somewhat of a
halt to this strong upward trend.
In 2014, net farm income and net cash income saw its
first major decline since 2009. It was during this last
decrease in net farm income and net cash income five
years ago when land values flattened with 0% increase
for the year. Even with the decreases in corn prices,
values of land still showed an increase of 5% from
January 2014 through January 2015. The graph to the
right, created by the United States Department of
Agriculture, depicts the trend of net farm and net cash dramatically during the past year because growers had
large harvests and Ethanol had a decreased impact,
income over the past 14 years.
causing the supply to outweigh the demand and in
turn, drop the prices. This trend is shown in the graph
The reason for the drop was that prices for corn and
on the following page.
soybeans, two of our country’s biggest crops, fell
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Continued from page 9, By Sarah E. Land
$7,976/acre in 2014. Furthermore, net income rose
almost 90% from the five year span between 2006 and
2011. Income has a direct relationship with value.
Farm-land capitalization rates have ranged from 3% to
4% even below today’s low interest rates, indicating
cash buyers and/or reliance on inflating land values.
The graph above shows what Indiana land values have
done over the past 40 years.
After a sharp rise in the late 1970’s, corn prices
peaked in 1981 before declining significantly during
the recessionary years of the 1980’s. This decline was
followed by consistent increases throughout the
1990’s and early 2000’s. In the last 9 years, corn
prices have increased rampantly; these increases have
been interrupted only by the Great Recession in 2008.
Despite the decline in income, the market for farm
land overall remains strong, particularly for quality
land. Farmers National Company’s Winter 2014
Catalog states the “the impact of changes in
commodity prices, expenses, and interest rates will all
play into year-end results for farm land values.”

According to the Purdue Farmland Value Survey,
Indiana farm land values nearly tripled in the last 10
years – from an average of $2,509/acre in 2003 to

Ultimately, if corn and soybean prices remain low as
expected and interested rates rise, farm land values
will probably be negatively affected. It is evident that
the falling net incomes for agricultural land led to the
lowest overall annual increase in value in several
years.

Top 10 Issues Affecting Real Estate
The Counselors of Real Estate (CRE)
The following list is a brief description of the most
the lifestyles they choose in the coming years.
pertinent issues facing the real estate market today.
2. Excess Capital Supply: Funds continue to flow
The list was developed by the CRE (Counselors of
from outside the U.S. to purchase U.S. real estate.
Real Estate) External Affairs Committee and includes 3. Rising Interest Rates: Interest rates have been at
input from the CRE membership survey and the Top
near historic lows and the general view is that they
Ten Issues program session at the CRE Midyear
will stay that way for a while longer.
Meeting.
4. Global Instability and Currency Devaluation:
1. Demographic Shifts: Two key groups, the large
The U.S. dollar remains strong, but the global
number of retiring Baby Boomers and the next
economy is being affected by currency devaluation
large population wave known as the Millennials,
in other countries.
will have the greatest impact on real estate through
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Continued from page 10, The Counselors of Real Estate (CRE)
5. Urbanization: Urban population growth is a
global phenomenon.
6. Energy: Oil price drops this year due to increases
in non-U.S. oil production have negatively
impacted large and small U.S. producers.
7. The Gap Between the Rich and Poor: Because
income inequality is widening worldwide, this
issue deserves a close look relative to real estate.

8. Infrastructure: The condition and development
of U.S. infrastructure lags behind that of a number
of countries.
9. Real Estate Technology and Crowdfunding:
Real Estate is one of the most dynamic sectors for
technology innovation, positioning the real estate
industry for disruption.
10. The Changing Retail Model: The retail sector
faces continued challenges.

Retail Market Overview
By Luke Nordine
The Evansville retail market is seeing improvement
with increasing rental rates, decreased vacancies and
several proposed projects. CoStar, a national
commercial real estate information company, surveys
over 20 million SF of Evansville retail space in over
1,600 buildings. According to CoStar the Evansville
vacancy rate of retail dropped from 7.0% at the
beginning of 2014 to 6.2% at the end of 2014 and has
continued dropping to 6.1% in the first quarter of
2015. The quoted average rental rate of Evansville
retail space on a triple net basis went from $7.91/SF at
the beginning of 2014 to $8.92/SF at the end of 2014
and has continued rising to $9.16/SF in the first
quarter of 2015. The 2014 overall surveyed retail cap
rate was 9.0% with a five year average of 9.4%
according to CoStar exhibiting a trend of declining
retail cap rates. The chart to the right shows a
breakdown of rents/SF and vacancy rates for the
Evansville Market according to CoStar.
According to our own 2014 Evansville Shopping
Center Market Study, the average rental rates on a
triple net basis for the Evansville area ranged from
$7.00/SF to $14.00/SF. The Eastside of Evansville has
8.7% vacancy rate not including Washington Square
Mall, whose proposed renovation and rebranding has
been put on hold. The North side had a vacancy rate of
16.4% and the West side had a vacancy rate of 18.7%.
Overall, with over 5,000,000 SF surveyed the total
shopping center vacancy rate was 9.5%, which is
higher than the CoStar findings, which could be due to
the handling of leased, but vacant stores.

Illustrating the continued growth and improvement of
the Evansville retail market are the recent and
proposed retail developments, such as the recently
opened Academy Sports & Outdoors at the
Promenade; Freddy’s Frozen Custard & Steakburgers
scheduled to open in the Fall of 2015, the proposed
10,000 SF 2121 North Commons strip center, a
proposed Dairy Queen, and the proposed Meijer
Superstore on Green River Road by Menards, and at
Highway 66 and Libbert Road in Newburgh; the
proposed Walmart at Hwy 57 and New Harmony
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Road, Schnuck’s proposed construction at Hwy 41
and Boonville-New Harmony Road; Creekside Store
Development near the west side Kohl’s; the
Washington Lawndale Commons renovation with new
tenants Evansville Overstock Warehouse and Planet
Fitness; Designer Shoe Warehouse and Simply Mac in
the former Borders at the Pavilion; the rebranding of
Casino Aztar to Tropicana Evansville; continued
redevelopment of Franklin Street and Haynie’s corner;
the proposed downtown Hotel and expected positive
impact of the proposed medical school downtown.
As technology continues to advance there are ever
increasing methods for consumers to purchase the
goods and services they desire. Thus, the main goal
and the trends of retail are to improve the customer
experience. Retailers are embracing multiple channel
strategies by combining the traditional brick and
mortar stores with e-commerce and mobile platforms,
bricks to clicks, to enhance the customer experience.
The traditional brick and mortar stores serve as a
showroom, product trial venue, service hubs and order
pick-up sites as well as retaining its original retail
store use. This multiple channel strategy is seen from
both sides of the spectrum with formally online only
retailers investing in physical stores and more
traditional retailers expanding their online offerings.
Retailers are experimenting with technology to
improve the in-store experience, such as point-of-sale
technology and mobile payment options to beacons
and product scanning apps. Further, some retailers are

looking to augmented reality with virtual dressing
rooms and interactive displays, 3D printing for
customizable product samples and wearable
technology. Retailers are also customizing stores to
their local communities focusing on locally demanded
goods and services and store layouts, such as offering
smaller, express stores. Locally we do not push the
envelope with new technology and usually lag current
trends, but retailers are pleasing their customers based
on the U.S. Census Bureau of Labor statistics, which
show Evansville to have the highest retail sales per
capita of the 24 cities we surveyed.
Overall, Evansville’s East side remains the main retail
focus especially north along Burkhardt and Green
River Roads. However, as the population shifts north
and east retail will continue to expand on the
Northside of Evansville particularly along Hwy 41 and
between Evansville and Newburgh. The far East side
into Newburgh along Hwy 66 has seen continued
growth with a new Walmart, small strip centers and
restaurants in the past few years. The West side retail
market, in part spurred by the growth of USI, also is
expanding as displayed in development of Creekside
Store Development and the redevelopment of
University Plaza along the Lloyd Expressway and
Pearl Drive. The Evansville retail market has
improved throughout 2014 and should continue to
improve in 2015.

Office Market Review
By C. David Matthews MAI CRE SRA
The office market can be divided into two submarkets,
the Central Business District (CBD) and Suburban.
We annually survey both, and as would be expected,
they have different trends. These surveys only cover
multi-tenant buildings in Vanderburgh County.
CBD
In 2014, we surveyed 1,863,000 SF in the CBD. The
overall vacancy rate was 25.7% with Class A being

approximately 27%, Class B 24% and Class C 31%.
The 40,000 SF Professionals Plaza at One Southeast
Ninth Street (Old EVSC Building) was added to our
2014 survey. Rents mostly ranged from $7.50/SF to
$10.00/SF for Class C, $10.00/SF to $14.00/SF for
Class B, and $15.00/SF to $24.00/SF for Class A.
For comparison, our 2010 CBD office survey included
1,769,000 gross square feet in Evansville. There was
an overall vacancy of approximately 16%, with
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Continued from page 12, By C. David Matthews MAI CRE SRA
roughly 14% vacancy in Class A, 16% in Class B and
37% in Class C. These classes are based upon the
rental rates being charged, with the highest prices
being classified as Class A, the lowest prices as Class
C and the mid range, typically prices between $8.00/
SF and $13.00/SF, being Class B. Rents in 2010 were
generally the same as those found in 2015,
demonstrating the stable market rents.
Leases in the downtown are typically gross leases with
the landlord paying all expenses including utilities.
Parking is usually added at typically $30 to $50/space
per month but this varies. There are some excellent
spaces available downtown in all of the Class A and B
buildings. The Class C vacancy is primarily in the Old
Courthouse which has the lowest rents as well.

In 2005, our sample size was 1,090,000 SF. The
overall vacancy rate was 12.6%. The east side Class
A space had a vacancy rate of 6.6%. Class B space
was 11%. There was no Class A space on the north or
west sides of town so Class B space was compared
with the north B space at 19% vacant and the west
side at 14%. Class C space on the east side was 11%
and on the north side was 20%. Overall, Class A
vacancy was 6.9%, Class B was 13% and Class C,
17%. Rents were basically the same in 2014,
indicating the lack of increased demand from 2005 to
2014.

Office space, as indicated above, is experiencing
fundamental changes. There is a trend toward more
cubicle space, smaller offices, shared space,
telecommuting and less need for on-site file storage
Nationally, vacancy rates for Class A and B office
with electronic digitalization. These trends have
buildings are mostly in the 10% to 15% range,
brought the average square footage per office
excluding the very top markets. Average Class A
rents per square foot in most of the larger cities are in employee downward. According to a study by
CoreNet Global Corporate Real Estate that involved
the mid-to-high $20's per square foot.
500 real estate executives, the average number of
The old Sterling Brewery at the NW corner of Fulton square feet per office worker declined from 225 SF in
2010 to 176 SF in 2012. It is projected to reach 151 SF
and the Lloyd is being converted into attractive new
by 2017. This has serious implications for office
Class A office space to be known as “Sterling
Square.” Other than this long-term project, there have space. Evansville tends to lag national trends and with
been no new office buildings built in the past several the lower cost of office space here compared to larger
cities where rents can run $20 to $40/SF or higher,
years downtown and none are expected. The old
there is a tendency for office demand to decline at a
EVSC administrative office was purchased and is
slower pace. Parking regulations in zoning ordinances
being nicely converted to Class A space.
could soon be out of date based upon these trends and
may have to be revised to reflect the increasing
Suburban
number of employees per 1,000 SF. These trends
indicate a softening of demand for traditional office
Our 2014 suburban survey included a total sample of space. This would apply both to the CBD and
suburban space. Based upon our surveys of total
1,112,000 SF. East side Class A vacancy was 26%,
square footage leased, it appears the CBD remains the
with Class B at 19% and Class C at 24%. West side
more popular and in demand location for office space
Class A was 0%, but there was only one small
building. North side Class B was 23% and west side compared to suburban locations. Suburban locations
Class B was 39%. Class C on the east side was 24% are more retail oriented. Typically, in a 10,000 SF
strip center built in one of the good suburban retail
and Class C on the north side was 25%. Overall,
Class A space in the suburban areas of Evansville was locations with individual units of 1,500 SF to 2,500
±25%, Class B 20% and Class C 24%. Rents for Class SF, the tenants will not be traditional office users but
A were $12.00/SF to $18.00/SF, Class B $8.00/SF to more likely retail, sales and service, nail salons,
$12.00/SF, and Class C $4.00/SF to $8.00/SF with the restaurants, etc.
tenant paying for utilities.
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Continued from page 13, By C. David Matthews MAI CRE SRA
Most space downtown is in office buildings either
multi-tenant, which we survey, or single tenant, such
as the Civic Center, or small buildings which we do
not survey. Along Main Street is a mix of retail,
offices, restaurants, etc. We also periodically survey
this space. Our 2014 survey of 190,000+ SF fronting

Main St. indicated an overall vacancy of 18% which is
lower than the office space surveyed. This shows
reasonably good demand. Typical tenants are locally
owned businesses with only a few national or regional
franchises.

Industrial Market Performance Analysis
By John M. Petkovsek
The industrial market is the bedrock of the economy
both locally and statewide. The industrial real estate
market is more difficult to survey than other market
sectors due to the broader range of property types,
broader range of owner/user versus partnerships
versus investors, and less definable market area
among other things.
In Indiana, manufacturing accounts for 28.2% of the
IN-GDP, the highest in the nation. 2012 figures put
the manufacturing output at $84.15 billion which is
the sixth highest in the nation.

6th in the percentage of GDP from manufacturing.
The economic downturn began to significantly impact
the industrial real estate market in 2008, devastating
sales of land and improved properties. In fact, a search
of the Vanderburgh County Assessor’s records shows
zero market sales of improved industrial properties
over 10,000 SF in 2009. There was effectively no
major construction, minimal expansion, and little
movement. After the recession, there was a resurgence
in 2011 with 30 industrial sales, illustrating a release
of pent up demand. The industrial building sales
market rebounded with the average number of sales
for 2012-2014 roughly equaling that of the prerecessionary of 2005-2007.

Current vacancy for the overall Evansville industrial
market stands at 14%. The larger segment of the
market -warehousing with 30 million SF surveyed- is
reported at 14.9%, up from 14.1% from Q1. The much
smaller segment of flex space (9.3 million SF
surveyed) was at 5.3% vacancy, showing no change
for the past year. Asking rental rates for warehouse
space ticked up 0.7% from Q3 to Q4 to an average of
Since 2010, Indiana has added manufacturing jobs
$2.75/SF. Larger older warehouse space continues to
rapidly with annual growth of employment at 3.7% or have the highest vacancy rate and lowest rents.
greater through 2013. Manufacturing alone accounts
for 16% of employment in Indiana. Add in
This is supported by the 4th Quarter Realty Rates
warehousing and the totals increase to 21.3% of
Market Survey of class A and B industrial space in the
employment in Indiana and 22.8% in the nine county west north central market (IL, WI & IN). The survey
area of Economic Growth Region 1 (SW Indiana).
indicated an increase of 3.36% for warehouse/
This growth came from both new industry moving to distribution asking rents from Q4 2013 to Q4 2014.
Indiana and the expansion of operations such as
Vacancy declined 9.4% to 8.2% and overall
Toyota in Princeton, IN or Honda expanding their
capitalization rates declined slightly from 9.0% to
operations in SE Indiana in 2011. Indiana ranks 1st in
8.9%.
the percentage of employment in manufacturing and
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Continued from Page 14, By John M. Petkovsek
average of $18.64/SF. The sales and listings were then
segregated by size with the two data sets combined
and shown on the following bar graph.

Supply & Demand
For an idea of the supply of available properties, data
was gathered from ICREX, Loopnet.com, and
Costar.com which are the leading online real estate
listing services. Listings under 10,000 SF were
excluded.
A total of 26 current industrial improved listings were
found. Size varied from 10,000 SF to 365,000 SF.
Prices per square foot ranged from an low of $6.79/SF
up to $46.42/SF. The average listing price was $26.44/
SF. When arrayed on a graph (page 15) the expected
value curve becomes apparent, reflecting the quantity
discount found in larger buildings.

This shows not only the number of listings & sales,
but illustrates those segments of the market with
greater demand (under 20,000 SF) and those with the
least demand (over 60,000 SF). Marketing time
historically has been one year or less in the Evansville
area for smaller properties. Any greater time and the
market is felt to be oversupplied.
In the area of greatest demand, 10,000 SF – 20,000
SF, there appears to be a general balance with 14
months supply. However, the 20,000 SF – 35,000 SF
appears to be oversupplied at present with 24 months
supply indicated. This may be distorted somewhat
with fewer-than-typical sales in the last year in that
size range. However the disparity cannot be ignored.
For an idea of the demand, industrial sales within
The earlier trend towards oversupply in larger
Vanderburgh County for 2014 were collected, a total properties has tapered back with the increased market
of 23 sales. These ranged from 10,000 SF to 1,200,000
activity.
SF with sale prices from $2.42/SF to $95.34/SF and an
Industrial Supply & Demand Analysis
2013-2014 Sales, August 2014 Listings

Listings

Sales

Size (SF)

12
47
3
1
6
26

10
2
3
3
5
23

10-20,000
20-35,000
35-60,000
60-100,000
>100,000
ALL

Months
Supply
14.4
24.0
12.0
4.0
14.4
13.6
15

Avg. $/SF
Sales
$26.33
$18.99
$17.32
$9.67
$10.81
$18.64

Min $/SF
Sales
$6.27
$11.35
$7.63
$7.67
$2.42
$2.42

Max $/SF
Sales
$95.34
$26.62
$27.21
$12.04
$21.18
$95.34

Industrial Market Performance Analysis
Continued from Page 15, By John M. Petkovsek
sold a ten acre lot for a proposed egg-processing plant.
The newly-opened North Warrick Industrial Park, a
It has been many years since a new industrial park was 234 acre development on Highway 57 north of I-64,
has been slow to develop but now has land available.
developed. Most developments have at least a few
Intended for larger industrial users with lot sizes of 15
vacant lots available but where lots remain, they are
-40 acres typical, this development is positioned to
typically smaller >0.75 ac or much larger, less
developable lots. The bulk of these developments are take full advantage of the nearby I-69 project nearing
completion as far as Bloomington, IN.
on the east side near interstate 69.
Industrial Subdivisions

The East Pointe Business Park on the NE corner of
Highway 62 and I-69 had several sales initially and
primarily for distribution and regional sales/service
facilities. The bulk of the land remains unplatted and
50 acres or so remain available in 1-10 acre lots.
Enterprise Park on the southeast corner of Highway
62 @ I-69 has twelve lots total and began selling in
2000. Since 2007 only one lot sold with one large lot
of 4.41 acres and four ±0.62 acre lots remaining.
Burkhardt-Lynch Park at the corner of Burkhardt
and Lynch Road has roughly thirteen lots available
from the original 65 developed.
While strong residential demand and now-growing
commercial development work their way north
through Highway 41, industrial land in that corridor
remains mired. Baseline Industrial Park sits mostly
vacant with 13 out of 17 unsold and no recent activity.
Faring only somewhat better is Castle Creek
Subdivision just south of I-64. Ten out of 16 lots
remain unsold though given their size and
configuration, this is effectively 7 out of 11 sites total.
The low sales pace of these two Highway 41 corridor
parks is not typical for the Evansville market. The
Daylight Industrial Park in northeast Warrick County,
Enterprise Park in the SE corner of Highway 62 and I69 and the Burkhardt-Lynch park all have sold well
and have few lots remaining: mostly smaller >1/2 acre
lots.
The municipal side of the market has remained slow.
The Vanderburgh County Industrial Park (VIP) has a
total of 204 developed acres in 18 lots ranging in size
from 4.75 acres to 23.6 acres. Eight lots sold from
2001-2007 and ten lots remain available. The original
Warrick County Industrial Park off Hwy 62 recently

Future development is expected to occur between
Green River and Burkhardt Roads north of Lynch Rd
in the 70 acres of East Pointe Business Park developed
around the 15 acre Working Beverage complex. In
addition, the expanded Epworth Rd corridor north of
Hwy 66 in Warrick County, which had some 150
acres re-zoned in the last few years, and land along
Oak Grove Rd between the Epworth Rd corridor and
Evansville are also targets for development. Most of
these areas are in the early stages of development and
will not be fully developed for many years. In total,
these areas represent almost 900 acres of secondary
land, land not directly fronting on a major roadway,which will likely be light industrial, though possibly
tertiary commercial or multi-family, in the future. This
is roughly equal in size to the area between Morgan
Ave, the Lloyd Expressway, Burkhardt Rd, and
Stockwell Ave. Indeed, this vast area will provide
development land for many decades.
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Recent Announcements
In August, 2014 Toyota announced a $100 million
expansion of their Princeton manufacturing facility.
This will increase the capacity of the Highlander
model production line and add 300 new jobs. This also
brings Toyota’s total investment up to $4 billion with
employment now at 4,500 per Toyota’s website.
Koetter-Smith announced plans for a $3 million
project in Gibson County to construct a facility off I69 north of Buckskin for their wood recycling
operation. The company processes wood waste into
animal bedding, compost, and mulch. Their products
are used extensively in the horse and poultry
industries. While initial employment will only be five
to eight new jobs, this is the first industrial
development in the Gibson County I-69 Economic
Development Corridor.

assemble front-row seat structures at the new location,
investing approximately $11 million in the Evansville
operation which will employ up to 169 persons.
Chinese appliance and consumer electronics
manufacturer Haier Group announced plans to locate
its North American Tech Center in Evansville in
September, 2014. The new facility is expected to
provide support and development to Haier’s North
American market with larger-scale operations than its
already functional South Carolina facility. Establishing
a 30,000 square-foot research and development center
near downtown, Haier is expected to add 50 highwage jobs to the area.
Midwest Fertilizer has announced plans to construct
a nitrogen fertilizer production facility on the 219-acre
site at the corner of Sauerkraut Lane and Mackey
Ferry Rd. Construction of the plant broke ground
during the first quarter of 2015 and the company plans
to have it fully operational by 2018. Once operational,
the plant will provide Posey county with 309 full-time
positions at an average annual wage of $58,000.

In November 2014 it was announced that Michiganbased automotive supplier Fischer Dynamics would
be opening a new facility to be located at 2301 St.
George Rd. The company plans to manufacture and

COMPANY POLICIES
We do not divulge any confidential information concerning
personal finances which we may receive in the performance
of our assignment. Our policies go beyond this and
keep confidential the results of all appraisals and counseling
assignments and, when requested, the fact that we are
even completing an assignment for a specific client or for

w

a specific property. As members of the Appraisal Institute,
all of our appraisal staff subscribe to the highest ethical
standards in the industry. These go above and beyond the
state requirements of the Uniform Standards of Professional
Appraisal Practice (USPAP).
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David Matthews Associates is a full service

C. David Mathews, MAI CRE SRA

real estate appraisal and counseling firm.
Founded in 1980, DMA specializes in the analysis
and valuation of residential, commercial, industrial,
office, farm and special purpose properties in

Appraiser/Counselor

Indiana, Kentucky and Illinois.
A substantial number of the major properties in the
Tri-State have been purchased, sold or developed
with the assistance of valuation, feasibility and
counseling services of David Matthews Associates.
For more information or to make an appointment,
please call us at (812)428-6000.
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