LAI – Ely Chapter Technical Working Group
Second Meeting

June 29, 2007 12-1:30 pm
College of Urban Planning and Public Affairs

"Setting the Boundaries of Real Estate Markets"

What determines a sub-market in different real estate sectors?  During this second session of the Technical Working Group, the group discussed different methodologies for delineating real estate sub-markets within metropolitan regions.  Geographer Mark Donovan led the discussion, providing some background to the topic and introducing his own methodology for identifying variation between eight office sub-markets within the Chicago metro area.  His methodology is based not on industrial sectors but on the type of office facility (e.g., headquarters, back office, sales office) and employment mix.  For his research, Mark used CoStar data and U.S. Bureau of Transportation Statistics' Census Transportation Planning Package. The CTPP, under-utilized outside the transportation planning community, is a special tabulation of employment and commuting data derived from the long-form questionnaire and aggregated by very small geographic units (“traffic analysis zones” or TAZs). 
Statistical methods, as well as cartography and data visualization, were used to test whether Chicago's submarkets exhibited significantly different industrial and occupational mixes.  His study found subtle but significant inter-submarket variation in employment, especially in occupational structure.

Mark’s research was motivated previous findings of investment performance differences among office sub-markets.  Indeed, the group discussed the importance of accurately segmenting markets for different areas of real estate practice: in particular, for appraisal, planning, and investment analysis.  The group also discussed how Mark’s findings might change over time given the evolving physical structure and demographics of the region.
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