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Summary and Conclusions 
 
 
The major findings and conclusions of the following analysis, along with the 
outlook for the downtown apartment market, are listed below. 
 

• The Denver-Boulder economy reached a turning point in 2004 and is in 
the early stage of recovery.  Resident employment growth is up this year 
and renewed growth is expected in the near future. 

 
• After a cutback in 2003, metro apartment production was back up in 2004.  

This increase will postpone a full market recovery until late-2007 or 2008.  
There is limited demand for additional apartment starts in 2005 and 2006. 

 
• The outlook for the Denver-Boulder metro area does not imply a complete 

halt to apartment building, although a significant cutback is warranted.  
Certain submarkets will support a renewed production of rental units 
before others. 

 
• Occupancy has improved throughout the metro area in 2004 but 

concessions remain widespread.  Economic vacancy (physical vacancy 
plus rent concessions and discounts) remains high. 

 
• Tax credit projects throughout the metro area have not been immune from 

the recent weakening of the overall rental market.  Most have struggled to 
maintain occupancy and most have been forced to offer rent concessions 
or postpone rent increases.  This is particularly evident among 60 percent 
of median income units. 

 
• Despite a modest imbalance in capture rates among income levels, the 

overall existing penetration rate and the rate required to absorb the units 
now under construction are moderate.  Recent difficulties in LIHTC 
projects are more a result of the recent market softening than an over 
production for any particular income group.  Nevertheless, given the 
outlook for the overall rental market discussed earlier, future increases in 
the penetration rate for 60 percent units will remain difficult until the 
market is closer to a full market recovery in 2007 or 2008. 

 
• The vacancy rate in the downtown submarket should continue to decline 

in the short run but is expected to deteriorate in the second half of 2005.  
Downtown demand in 2005 will fall short of absorbing the 1,200 units 
expected to enter the market this year. 
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• In spite of this setback, recovery in the downtown market should precede 

a full recovery at the metro area level.  If apartment starts in downtown 
during 2006 are kept below 400 units, the market should support renewed 
production in 2007 of over 800 units.  Whether this can be achieved will 
depend on how fast economic vacancy improves in 2006.  Little change in 
economic vacancy is expected in 2005. 

 
• Analysis of the incomes of potential renters from the downtown workforce 

is encouraging for landlords looking to achieve proforma rents but the 
ability to remove concessions is threatened by the large number of 
additional units expected on the market in the coming year.  The increase 
in capture rate required to absorb units under construction is aggressive 
and likely to hinder initial rentups in 2005. 

 
• The overall capture rate among estimates of downtown workers interested 

in renting downtown has increased recently but leaves room for additional 
demand from this group.  Successful absorption of more rental units 
downtown will require increasing the penetration among existing workers 
since the overall potential is not expected to grow significantly. 

 
• Analysis of LIHTC captures rates reveals that the downtown area has 

achieved rates well above the metro average, most probably a result of 
households moving into the PMA.  Captures rates, adjusted for in-
migration, remain reasonable but the rate for 60 percent units is well 
above that at the 40 and 50 percent level.  The presence of concessions 
on 60 percent units reinforces the concern that this segment of the market 
is under some duress.  This concern for this market in the next two years 
is heightened by the large number of 60 percent units under construction. 

 
• The virtual absence of concessions on 40 and 50 percent units reflect the 

fact that these market segments have been underserved and that 
additional production of these units could be supported during 2005 and 
2006 while the overall recovery is underway.  In contrast, additional 60 
percent units should be postponed until the market is closer to a full 
recovery in 2007, implying a start on these units no earlier than late-2006. 

 
• The LIHTC analysis also indicated a surprisingly high capture rate among 

two bedroom units.  Production of more two bedroom L IHTC units in the 
short run should be approached with caution and limited to projects in the 
surrounding neighborhoods rather than the CBD, Lower Downtown or 
CPV. 
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• The Park Avenue redevelopment will have limited impact on the downtown 

market.  Only about 250 of the units proposed here will be market rate or 
LIHTC rental without deep rent subsidy and these will enter the market 
over a time span of six years.  While the initial completions will still face a 
competitive downtown rental market, these incremental additions will not 
have a significant adverse impact on the pace of the recovery. 

 
• Downtown rental projects depending in part on students at Auraria will 

face competition from two major student housing projects in the fall of 
2006.  Downtown will share this impact with much of the rest of the metro 
area but some loss of residents in apartments in the PMA is likely. 
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Background and Purpose of the Study 
 
 
The purpose of this study is to assess the current condition of, and provide an 
outlook for, the downtown Denver rental housing market.  This analysis will 
address both market rent units and those with rent restrictions, primarily a result 
of participation in the Low Income Housing Tax Credit (LIHTC) program.  While 
some projects with deep rent subsidies through programs funded by the 
Department of Housing and Urban Development (HUD) are discussed in this 
analysis, the market for these latter units is not a major focus of the present 
report.  In general, vacancies are limited and waiting lists are long fo r these deep 
rent subsidy units.  Because of the very low incomes of most of these residents, 
the impact of these units on the market outlook for market rent and LIHTC units 
is limited.  Projects intended for occupancy by students or seniors are also a part 
of the downtown market.  Demand for units targeted to these market segments 
has not been estimated separately but the impact of these projects is addressed 
in the following analysis. 
 
The major components of this analysis are listed below: 
 
• Identification of Market Boundaries – a definition and description of the 

Downtown Denver market area.  This area will include the Denver Central 
Business District (CBD) and adjacent areas generally considered part of the 
downtown housing market. 

 
• Denver Metro Area – An analysis of the overall Denver Metro area economy 

and housing market, including forecasts of employment, absorption and 
demand for additional rental units. 

 
• Demographic Data – retrieval and analysis of information on population and 

households in the market area and comparisons with the city of Denver and 
the Denver-Boulder metro area. 

 
• Downtown Rental Market Update - assessment of the current condition, 

recent absorption trends and outlook for the Downtown Denver rental market.  
This is partially derived from secondary data sources but is primarily based on 
current data on amenities, units, rents, occupancy, and rent specials from 
rental projects in the market area. 

 
• Development/Pipeline – information on under construction and planned 

properties in the market area and an assessment of their impact on the 
market. 

 
• Downtown Apartment Demand – Absorption/Capture Rate Basis – An 

analysis of historical absorption in downtown as a basis for forecasting 
demand. 
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• Downtown Apartment Demand – Employment Basis – An analysis of the 

characteristics of the downtown workers and their impact on the downtown 
rental market. 

 
• Downtown LIHTC Apartment Demand – Household Basis – An analysis of the 

characteristics of households in the market area and their impact on the 
market for LIHTC units in downtown. 

 
• Summary and Conclusions – A review of the major findings of the analysis 

and a summary of the outlook for the downtown rental housing market. 
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 Market Area Definition 
 
 
The Primary Market Area (PMA) for this report includes Denver’s CBD and the 
immediately adjacent neighborhoods.  It generally conforms to the boundaries of 
the “center city neighborhoods” designated by the Downtown Denver 
Partnership, with the exception that the PMA includes the Cole neighborhood.  
The PMA is generally bounded by York Street to the east, 38th and 40th Avenues 
to the north, Federal Boulevard and the South Platte River to the west and 6th 
Avenue to the south.  This area includes the Downtown submarket of the 
Apartment Association of Metro Denver’s Apartment Vacancy and Rent Survey 
and portions of the Central, North Central, and Northwest submarkets for this 
survey.  It includes 22 Census Tracts and 14 Denver Neighborhoods as listed 
below: 
 

• Census Tracts (as of 2000) – 4.02, 6, 11.02, 16, 17.01, 17.02, 18, 19, 20, 
23, 24.02, 24.03, 26.01, 26.02, 27.01, 27.02, 27.03, 31.01, 31.02, 32.01, 
32.02, 36.01. 

 
• Denver Neighborhoods – CBD, Union Station, Auraria, Lincoln Park, Civic 

Center, Capitol Hill, North Capitol Hill, Cheesman Park, City Park West, 
Five Points, Whittier, Cole, Highland, Jefferson Park. 

 
The boundaries of this area extend approximately two miles from the heart of 
Denver’s CBD and were chosen for the following reasons: 
 

• Denver’s CBD, with its major concentration of employment along the 17th 
Street corridor is the nucleus of the PMA. 

 
• The southern boundary of 6th Avenue includes the Civic Center (Golden 

Triangle) and Capitol Hill neighborhoods, both of which include large state 
and local government centers.  Both have seen a recent increase in 
residential construction marketing the easy access to the CBD from these 
areas.  This boundary also includes the Lincoln Park and Cheesman Park 
areas, with less direct impact from the CBD but still in the area of 
influence. 

 
• The eastern boundary of York Street includes the Uptown areas, the site 

of a similar surge in residential construction, as well as the Five Points, 
Whittier and Cole neighborhoods, which are part of the market area for 
developments in Curtis Park and Park Avenue. 

 
• The South Platte River and Interstate 25 form an effective physical barrier 

separating downtown from West Denver but ready access to the Highland 
and Jefferson Park neighborhoods via Speer Boulevard warrants inclusion 
of these two areas, which are immediately west of the South Platte River. 



Downtown Denver Rental Housing Market                                                            January 7, 2005 

James Coil Research & Consulting, LLC                                                                                       8 
 

 
• The northern boundaries allow inclusion of the area surrounding Coors 

Field as well as the immediately adjacent areas across the South Platte 
discussed above.  Recent residential projects in these areas rely heavily 
on marketing access to the  baseball stadium and Lower Downtown. 

 
• The Auraria campus and its 37,000 students, as well as the Central Platte 

Valley (CPV) with its recent major residential developments are also 
included in the PMA. 

 
 

Downtown Denver Primary Market Area 
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Metro Area Economy and Rental Housing Market 
 
 
Introduction 
 
Following a sustained period of growth in the mid- and late-1990s, the Denver-
Boulder economy slowed dramatically in the early part of the present decade.  It 
now appears the worst is over and 2004 represented a turning point, reversing 
the downward trend since 2001.  The weak economy of the 2001-2003 time 
period was one facet of the “perfect storm” which battered the apartment market 
in the metro area.  The second was the surge in production of units in 2000 and 
2001.  These entered the market just as the economy was slowing, exacerbating 
the impact of what should have been a brief period of over-supply.  At the same 
time, historically low interest rates allowed many renters to become homeowners.  
This combination pushed apartment vacancy rates into double-digits and made 
rent concessions and “specials” commonplace throughout the metro area. 
 
Most of the data used in this section covers the Denver and Boulder Metro areas 
in the aggregate.  This seven county area includes Adams, Arapahoe, Boulder, 
Broomfield, Denver, Douglas and Jefferson Counties.  The creation of Broomfield 
County in November 2001, from portions of Boulder, Adams and Jefferson 
Counties, has made it necessary to view trends for the entire Denver and 
Boulder area.  Broomfield is now part of the Denver Metro area but most of the 
jobs and residents were in the former Boulder County portion of the new county.  
Therefore, the trend for the Denver Metro area alone would indicate an increase 
in 2001, merely because portions of Boulder County were added.  Similarly, the 
Boulder Metro area data show a decline in jobs and population which was only a 
shift to the Denver Metro area. 
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Employment Trend 
 
The recent trend in nonfarm employment in the Denver-Boulder metro area is 
shown below.   
 
 

Table 1 
 

Nonfarm Employment 
Denver - Boulder Metro Area 
1995 – 2004 (annual average) 

 

Year Number of Jobs 

Annual  
Percent 
Change 

1995 1,126,900 na 
1996 1,162,200 3.1% 
1997 1,213,500 4.4% 
1998 1,259,900 3.8% 
1999 1,308,700 3.9% 
2000 1,364,800 4.3% 
2001 1,368,400 0.3% 
2002 1,328,200 -2.9% 
2003 1,299,500 -2.2% 

   
12 Months ending 

Nov. 2003 1,302,000 na 
12 Months ending 

Nov. 2004 1,298,600 -0.3% 
   
Source:  Colorado Department of Labor and 
Employment, U. S. Bureau of Labor Statistics 

 
 
The economy of the late-1990s benefited from a booming telecommunications 
sector and expansion of other high tech industries.  The buildup of excess 
telecommunications capacity, the 2001 recession and a subsequent dip in 
business investment brought a major slowdown to Denver in the past few years.  
The job declines of 2002 and 2003 were spread throughout virtually all sectors as 
the aftereffects of the high-tech meltdown and national recession were felt in the 
local economy.  By 2004, the construction and financial sectors were still 
shedding jobs but gains were widespread in other sectors, particularly 
professional and business services. 
 
Table 1 above indicates that the 12-month moving average through November 
2004 is still down from the average for the same time last year.  This average 
has been slow to increase because of declines in the first half of 2004, but 
comparisons between the current month in 2004 and the same month one year 
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ago have been in positive territory since June of 2004.  The job total in November 
2004 was 14,200 jobs higher than the total of one year ago, an increase of 1.2 
percent.  This gain has not erased the prior loss of over 55,000 jobs but it does 
confirm that a turning point has been reached. 
 
The employment estimates in the table above are from the Current Employment 
Statistics (CES) series and are based on the number of jobs reported by 
companies.  The following estimates are from the Local Area Unemployment 
Statistics (LAUS) series and are based on a survey of households to ascertain 
their employment status.  This latter series reports the number of residents in an 
area and is the most closely related to housing demand. 
 
 

Table 2 
 

Labor Force, Employment and Unemployment 
Denver - Boulder Metro Area 
1995 – 2004 (annual average) 

 
    Annual  Percent Change 

Year Labor Force 
Total 

Employed 
Unemp. 

Rate 
Labor 
Force 

Total 
Employed 

1995 1,243,760 1,196,455 3.8% na na 
1996 1,245,717 1,198,259 3.8% 0.2% 0.2% 
1997 1,286,251 1,249,981 2.8% 3.3% 4.3% 
1998 1,342,526 1,299,900 3.2% 4.4% 4.0% 
1999 1,366,195 1,332,863 2.4% 1.8% 2.5% 
2000 1,381,757 1,349,498 2.3% 1.1% 1.2% 
2001 1,392,564 1,343,472 3.5% 0.8% -0.4% 
2002 1,410,241 1,327,338 5.9% 1.3% -1.2% 
2003 1,427,759 1,338,885 6.2% 1.2% 0.9% 

      
12 Months ending 

Nov. 2003 1,426,099 1,337,474 6.2% na na 
12 Months ending 

Nov. 2004 1,449,206 1,373,643 5.2% 1.6% 2.7% 
      
Source:  Colorado Department of Labor and Employment, U. S. Bureau of Labor 
Statistics 

 
 
This series also shows a drop in employment in 2001 and 2002 but the extent of 
the decline is not as severe as that in the CES numbers.  Some of this difference 
can be explained by methodological differences but it also illustrates that a loss 
of a job does not always translate into a loss of an employed resident.  This helps 
explain why the housing market, particularly the sales market, has remained 
relatively robust despite the magnitude of job losses reported by companies in 
the area.  The LAUS numbers seem to indicate that many who lost jobs as firms 
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cut back their workforce have remained in the area, finding other jobs.  Many of 
these may be working part-time or at lower paying jobs with a resulting negative 
income impact on the local economy.  Many have become “involuntarily self-
employed” by doing some consulting or contract work after losing a full-time job.  
Nevertheless, the LAUS numbers, and the population estimates discussed 
below, indicate that while the loss of residents and subsequent impact on the 
housing market has been substantial, it has not been as severe as a 55,000 job 
loss would imply.  The reverse will be true as the economy recovers.  Since 
many workers and potential workers remained in the area, many of the initial jobs 
created will be taken by residents already living here.  This effect will dampen the 
initial in-migration as job growth returns. 
 
Population Trend 
 
The slowing economy has dampened population growth but a small in-migration 
has continued.  The trend for the Denver-Boulder area is shown below.  Note that 
the 2004 number is actually a forecast; the State Demographer has not yet 
prepared an estimate for July 2004 at the sub-state level. 
 
 

Table 3 
 

Population and Components of Change 
Denver and Boulder Metro Areas 

1995 - 2004 
 

    Population Change 

Date Population 
Net Natural 
Increase* 

Net 
Migration Number Percent 

July 1995 2,115,508 na na na na 
July 1996 2,166,886 17,679 33,699 51,378 2.4% 
July 1997 2,218,872 18,214 33,772 51,986 2.4% 
July 1998 2,280,781 18,881 43,028 61,909 2.8% 
July 1999 2,349,188 20,172 48,235 68,407 3.0% 
July 2000 2,415,043 21,724 44,131 65,855 2.8% 
July 2001 2,476,476 24,028 37,405 61,433 2.5% 
July 2002 2,518,584 24,629 17,479 42,108 1.7% 
July 2003 2,553,636 25,154 9,898 35,052 1.4% 
July 2004 2,581,214 25,360 2,218 27,578 1.1% 

      
 * Difference between resident births and deaths 

Source:  Colorado State Demographer, Colorado Department of Health 

 
 
Spurred by a growing economy, population gains were strong throughout the 
late-1990s.  Population gains and in-migration peaked in 1999 and have slowed 
steadily since that time.  The latest estimates show that net in-migration dropped 
considerably but remained positive throughout the recent job losses.  Migration is 
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very important to the housing market.  Household formation and demand for 
housing units does occur when net natural increase is the only source of 
population gains but the impact on housing demand is more muted than that from 
an in-migrant.  A birth in one household (which does not change the number of 
households) may, or may not, be accompanied by an 18-year old in another 
household moving out to form his or her own household but a new household 
moving to an area represents, in most cases, an immediate demand for a 
housing unit.  The recent period of low interest rates and heavily discounted rents 
has certainly facilitated, and accelerated, this household formation but as rents 
and interest rates begin to increase, this should slow.  Household formation from 
the existing population cannot make up for a lack of in-migrants indefinitely. 
 
The apartment market in the Denver area and downtown should get a 
demographic boost from a trend affecting the entire nation as the “echo-
boomers” form households and enter the rental market.  This generation, loosely 
defined as those born from the late -1970s through the mid-1990s, includes the 
children of the post war baby boomers, those persons born from 1946 to 1964.  
This echo-boom is much larger than the “Generation X” group which preceded it 
and is just beginning to enter the housing market.  Typically, most of these 
households will rent before they purchase, portending a positive impact on the 
rental market for the next 10 to 20 years. 
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It is also worth noting that data at the state level indicates that during 2003 and 
2004, in-migration remained positive only because of international immigration, 
which more than offset an actual net out-migration of Colorado residents to other 
states.  The following chart illustrates this impact and displays the components of 
population change for the state during the past four years. 
 
 

Chart 1 
 

Population Change and Components
Colorado, 2001 - 2004
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This data is not available at the county or metro area level but it is reasonable to 
expect that this same pattern existed in the Denver-Boulder area.  The impact of 
the changing character of migration on the housing market is difficult to assess.  
This data does not indicate the economic and demographic characteristics of 
international versus domestic migrants.  One would expect that the income of 
international immigrants is lower than that of households leaving the state but 
further research, that is beyond the scope of this report, is needed before 
reaching any firm conclusions on this impact. 
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The recent population trend and components is repeated for the City and County 
of Denver in the table below.  As with the metro data, the 2004 number is a 
forecast. 
 
 

Table 4 
 

Population and Components of Change 
Denver County 

1995 - 2004 
 

    Population Change 

Date Population 
Net Natural 
Increase* 

Net 
Migration Number Percent 

July 1995 507,723 na na na na 
July 1996 518,255 3,422 7,110 10,532 2.1% 
July 1997 527,442 3,730 5,457 9,187 1.8% 
July 1998 533,406 3,996 1,968 5,964 1.1% 
July 1999 545,517 4,473 7,638 12,111 2.3% 
July 2000 555,782 4,721 5,544 10,265 1.9% 
July 2001 560,365 5,633 -1,050 4,583 0.8% 
July 2002 560,882 5,951 -5,434 517 0.1% 
July 2003 566,173 5,893 -602 5,291 0.9% 
July 2004 569,359 6,044 -2,858 3,186 0.6% 

      
 * Difference between resident births and deaths 

Source:  Colorado State Demographer, Colorado Department of Health 

 
 
Denver’s performance has not matched the metro area.  Out-migration has 
occurred in each of the past four years.  The bulk of recent in-migration to the 
metro area has occurred in Arapahoe and Doug las Counties.  It is likely that 
downtown Denver can take some credit for stemming the tide of out-migration in 
2003.  This coincided with the initial occupancy of a number of condominium 
projects and apartments in the Central Platte Valley of Denver. 
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Residential Building Trend 
 
New residential construction activity increased throughout the late-1990s.  The 
recent peak of over 28,600 units in 2000 was the highest level of activity since 
1983.  The trend since 1995 is presented below.  Note that the Home Builders 
Association separates units in multifamily structures intended for sale from those 
intended for rent.  These for sale units are counted as single family units in the 
data below; information from other sources, such as the Census Bureau, groups 
unit by structure only. 
 
 

Table 5 
 

Housing Units Authorized by Building Permits 
Denver and Boulder Metro Areas 

1995 - 2004 
 

Year Single Family Apartments Total 
    

1995 15,001 4,979 19,980 
1996 15,614 3,666 19,280 
1997 17,815 5,415 23,230 
1998 19,864 7,794 27,658 
1999 20,679 4,784 25,463 
2000 19,501 9,116 28,617 
2001 18,984 9,090 28,074 
2002 18,391 4,085 22,476 
2003 16,561 1,858 18,419 

Jan-Oct 
2004 16,440 2,427 18,867 

    
Source: Home Builders Association of Metropolitan Denver 

 
 
Single family building actually reached its recent peak in 1999, before the 
economic slowdown and before mortgage rates dropped back below 7 percent.  
Apartment construction was remarkably stable until 2000.  An unfortunate surge 
in production during the next two years brought more units on the market just as 
job losses were at their peak.  Activity was curtailed in each of the following two 
years but by then, apartment vacancies had climbed into double-digits. 
 
During the first 10 months of 2004, activity was 43 percent ahead of the pace in 
2003.  There are 3,400 apartment units now under construction in the metro 
area.  The effect of this increase on the overall market will be partially tempered 
by the presence of a number of income restricted units in the total.  Almost 30 
percent of the units now under construction are in projects with some income 
restrictions.  Nevertheless, the “correction” in apartment construction activity has 
been short-lived. 
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The permit trend for the City and County of Denver separately is shown below. 
 
 

Table 6 
 

Housing Units Authorized by Building Permits 
Denver County 

1995 - 2004 
 

Year Single Family Apartments Total 
    

1995 445 400 845 
1996 656 491 1,147 
1997 1,277 1,272 2,549 
1998 2,027 2,344 4,371 
1999 2,220 250 2,470 
2000 1,799 1,053 2,852 
2001 2,254 1,810 4,064 
2002 2,719 1,336 4,055 
2003 2,517 987 3,504 

Jan-Oct 
2004 2,148 1,147 3,295 

    
Source: Home Builders Association of Metropolitan Denver 

 
 
The surge in apartment activity in Denver in 1998 coincided with an increase at 
the metro level but was concentrated in areas other than downtown.  In contrast, 
most of Denver’s permit activity in 2001 and 2002 was in the downtown area.  
These years saw the start of several major projects in the Central Platte Valley 
and Ball Park areas.  Both the citywide and downtown activity eased back in 
2003 and 2004 but neither has been cut back as much as some suburban 
counties.  The largest concentration of apartment building is now in downtown 
Denver, where almost 1,300 units are under construction, over one-third of the 
total for the metro area. 
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Sales Market Conditions 
 
The Denver area sales market set a torrid pace in 2004.  By November, total 
sales for the first 11 months of 2004 had already surpassed the previous annual 
activity record set in 2000.  A proliferation of new mortgage products requiring 
little or no down-payment and persistently low interest rates helped set this pace.  
The average price is still climbing but the rate of increase has slowed from the 
double-digit gains of the late-1990s.  The recent trend in sales activity and 
average price is presented below. 
 
 

Chart 2 
 

Average Sales Price and Total Sales
 Denver Metro Area, 1995-2004
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The historically low interest rates which prevailed during the past few years have 
been largely responsible for the continued high activity of home sales.  At the 
same time, these rates have allowed many renters to become homeowners, 
helping to postpone a recovery in the rental market.  The recent trend in 
mortgage interest rates is shown in the chart below. 
 
 

Chart 3 
 

Average 30-Year Fixed Mortgage Interest Rate
2000 - 2004

5.0

5.5

6.0

6.5

7.0

7.5

8.0

8.5

9.0

Jan
-00

Ap
r-0

0
Ju

l-00
Oct-0

0
Ja

n-0
1

Apr-
01

Ju
l-0

1
Oct-

01

Ja
n-0

2
Apr-

02
Ju

l-0
2

Oct-0
2

Ja
n-0

3
Ap

r-0
3

Ju
l-03

Oct-0
3

Ja
n-0

4
Ap

r-0
4

Ju
l-04

Oct-0
4

Source:  Freddie Mac 
 
 
After reasonably steady declines throughout the 2001 to 2003 time period, 
interest rates began to move up in late -2003 but a consistent upward trend has 
not been evident.  Recent increases have been short-lived but the general 
direction in recent months has been upwards.  Recent statements by the Federal 
Reserve indicate their resolve to increase short term rates at a “pace that is likely 
to be measured”.  The Fed has made five consecutive 25 basis point increases in 
the Federal Funds target since mid-2004.  These rates have not, and should not 
be expected to have, translated into similar increases in long term interest rates.  
For now, the long term interest rate market seems content with the Fed’s actions 
and comfortable with the outlook for inflation.  It appears that a surge in mortgage 
rates which could help bail out the rental market is not imminent. 
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Rental Market Conditions 
 
After a lengthy period of a tight rental market in the late-1990s, vacancies began 
to increase in 2001 and peaked at over 13 percent in the first and second 
quarters of 2003.  Improvement has been underway since the third quarter of 
2003 and the rate dropped back to 8.5 percent by the third quarter of 2004.  The 
trend in the apartment vacancy rate since 1995 is shown below. 
 
 

Table 7 
 

Apartment Vacancy Rate 
Denver and Boulder Metro Areas 

1995 - 2004 
 

 Quarter 
Year First Second Third Fourth 

     
1995 3.9% 4.3% 4.1% 5.0% 
1996 5.1% 5.3% 4.7% 4.9% 
1997 5.1% 5.3% 4.7% 4.9% 
1998 4.6% 4.6% 3.9% 4.4% 
1999 4.6% 4.5% 3.7% 5.2% 
2000 5.1% 4.9% 3.7% 4.7% 
2001 4.5% 5.7% 6.8% 8.7% 
2002 8.7% 9.3% 9.4% 11.7% 
2003 13.1% 13.1% 11.1% 10.9% 
2004 10.2% 9.7% 8.5% na 

     
Source:  Gordon E. Von Stroh, Ph.D., 

Apartment Association of Metro Denver 
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The low vacancy rates of the late-1990s were accompanied by a steady increase 
in average rent.  The chart below presents the trend in average rent and 
apartment vacancy rate in the second quarter of the past 10 years.   
 
 

Chart 4 
 

Apartment Vacancy Rate & Average Rent
 Denver/Boulder Area, 1995-2004 (2nd quarter)

$500

$550

$600

$650

$700

$750

$800

$850

$900

$950

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

M
on

th
ly

 R
en

t

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

14.0%

R
en

te
r V

ac
an

cy
 R

at
e

Average Rent (left scale)
Vacancy Rate (right scale)

Source:  Gordon E. Von Stroh, Ph.D., Apartment Association of Metro Denver 
 
 
Not surprisingly, as vacancies climbed in 2002 and 2003, increases in average 
rent were halted and modest declines occurred.  The rents shown above are the 
stated rent as reported in the apartment association survey.  This survey also 
asks for the level of rental losses from bad debts, discounts, and concessions.  
Recently, these have skyrocketed and significantly reduced average rents 
actually collected to a much greater extent than indicated in Chart 4, which 
shows the average stated rent.  The following chart adds these rental losses to 
the physical vacancy to arrive at an economic vacancy rate.   
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Chart 5 
 

Apartment Economic Vacancy
Denver-Boulder Metro Area
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Much of the early increase in losses can be attributed to the beginning of the 
national recession and slowing of the local economy but soon after the recession 
ended in la te-2001, the combined effects of the “perfect storm’ discussed earlier 
were in full force.  By the third quarter of 2003, rental losses shot up to 17.4 
percent, which when added to a physical vacancy of 11.1 percent, yielded an 
economic vacancy of over 28 percent.  Despite the improvement in physical 
vacancy in late-2003 and 2004, rental losses have remained at about 15 percent 
for most of 2004.  This has kept economic vacancy in the 24 to 26 percent range 
during 2004.  Economic vacancy is down from its recent peak but improvement in 
this overall indicator of health in the apartment market has trailed the 
improvement in physical vacancy and will likely continue to do so in the near 
future.   
 
Note that in the late-1990s, a period of low physical vacancies and sustained rent 
increases, rental losses were reported in 5 to 6 percent range.  Physical 
vacancies were in the 4 to 5 percent range during this period, implying a 
surprisingly high 10 percent economic vacancy throughout the tight market of this 
period.  It appears that an equilibrium rate from the AAMD survey is higher than 
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the 5 to 7 percent used in many developer proformas so one should not expect a 
return to a healthy rental market to push the reported economic vacancy below 
10 percent. 
 
The recent increase in vacancies has affected all ages of units and rent levels.  It 
is not just a problem for newer, high-end luxury projects.  The following chart 
presents the vacancy rate by rent range in the second quarters of 2001, 2003 
and 2004.  These time periods were chosen to illustrate the vacancies by rent in 
different phases of the current cycle.  The first quarter of 2001 represents the 
period before the soft market.  The second quarter of 2003 is the peak of the 
weak market and the second quarter of 2004 shows the situation with recovery 
well underway. 
 
 

Chart 6 
 

Apartment Vacancy Rate by Rent Range
Denver-Boulder Area, 2001, 2003 and 2004
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The first quarter of 2001 was characterized by a fairly strong correlation between 
vacancies and rents – low vacancies at low rents and a higher vacancy rate as 
rents increase.  In the worst of the current cycle, vacancies shot up in higher 
priced units but jumped into double digits in all rent ranges.  As the market 



Downtown Denver Rental Housing Market                                                            January 7, 2005 

James Coil Research & Consulting, LLC                                                                                       24 
 

recovery got underway, vacancy rates in the higher rent ranges fell back from 
their peaks but vacancies at lower rents remained stubbornly high.  It is important 
to note that the above rent ranges are stated rents, not effective rents after 
concessions.  The improvement in occupancy at the higher rent ranges came at 
the expense of significant discounts from the stated rents and placed their 
effective rents closer to those in the middle ranges.  This has provided a 
substantial opportunity for tenants to upgrade from B or C product to A product 
with little or no increase in outlay.  Similarly, this competitive market has placed 
LIHTC projects, particularly those expecting to get 60% rents, in competition with 
many of the market rate projects forced to discount their rents to levels 
comparable to the 60% maximum rents allowed. 
 
Recovery in the rental market is well underway but recent improvements in 
occupancy have come at a high cost.  Concessions and discounts remain 
widespread and economic vacancy is still high.  One or two months free rent is 
still typical; many projects have simply revised their rent schedules to reflect a 
prorated discount of one or two months free.  On the other hand, some projects 
have been able to cut back on concessions and this trend should continue as 
occupancy improves.  This process will be uneven, at best.  Occupancy may 
suffer as concessions are removed, necessitating a return of some discount until 
the market becomes much firmer.  The number of units under construction is 
back up over the 3,000 level, leaving little time for the market to improve before it 
must absorb more new units, potentially generating a need for more 
concessions.  This bumpy road to recovery is likely to continue for the next few 
years but with job growth picking up and production at least remaining modest, 
the apartment market’s “perfect storm” has begun to clear. 
 
Household Growth and Renter Demand Forecast 
 
The relationship between employment and population is an important component 
of forecasting household growth and housing demand.  The recent trend in the 
employment/population ratio is shown below.  The population is as of July of 
each year and the employment is the 12-month average ending June of each 
year for resident employment. 
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Table 8 

 
Employment/Population Ratio 

Denver-Boulder Metro Area 
2000 - 2004 

 
 2000 2001 2002 2003 2004 

      
Total Employment 1,341,627 1,351,889 1,332,087 1,331,285 1,354,284 
    Annual % Change na 0.8% -1.5% -0.1% 1.7% 
      
Total Population 2,415,043 2,476,476 2,518,584 2,553,636 2,581,214 
    Annual % Change na 2.5% 1.7% 1.4% 1.1% 
      
Ratio: Empl. To Pop. 0.556 0.546 0.529 0.521 0.525 
      
Source: Colorado State Demographer, Colorado Department of Labor and Employment 

 
 
At the national level, this ratio has been gradually increasing for decades as 
baby-boomers and women entered the workforce.  The increase is not constant 
and is typically interrupted in a recession as workers become unemployed or 
temporarily leave the workforce.  The recent decline in this ratio in the metro area 
illustrates the point mentioned earlier that the loss of population and impact on 
the housing market would have been far greater if all who lost jobs in this 
downturn left the metro area.  Instead, it appears many are sitting out this 
slowdown, resulting in the above decline in the employment/population ratio.  As 
the economy begins to grow again, many will return to the workforce and this 
ratio will once again increase.  Each new job created as the economy recovers 
will not create a need for a new resident in the metro area, at least initially.  Many 
are already here. 
 
The household forecast presented in the following table assumes that this ratio 
will increase as the economy recovers but the increase will be gradual.  The 
other major assumptions used in preparation of this forecast are: 
 

• Resident Employment will increase by 2.8 percent in 2005, virtually the 
same growth rate as that in 2004.  Growth will gradually increase and 
reach 3.2 percent in 2007 and 2008.  This growth rate is less than the 
peak years of the 1990s but above the average for this time period. 

 
• Average household size will continue to drop but the rate of decline will be 

less than that from 2000 to current.  This assumes that the large drop 
precipitated by low interest rates and low rents will moderate.  Some 
decline will continue as the baby-boom echo generation forms 
households. 
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• Net natural increase (excess of births over deaths) will remain close to its 

2003 level but will increase gradually in each year. 
 

• Non household (group quarters) population is currently estimated at 
41,000 persons.  Again, a gradual increase is forecast. 

 
The household growth generated by these assumptions and forecasts is 
summarized in the table below.  Note that the employment shown is the annual 
average for the prior year. 
 
 

Table 9 
 

Employment, Population and Households 
Denver-Boulder Metro Area 

2005-2008 
 

 Jan. 2005 Jan. 2006 Jan. 2007 Jan. 2008 Jan. 2009 
Forecast:      
Employment 1,376,400 1,414,900 1,457,300 1,503,900 1,552,000 
Emp./Pop. Ratio 0.530 0.536 0.542 0.548 0.554 
Population 2,597,300 2,639,700 2,688,700 2,744,300 2,801,400 
      
Household Population 2,556,300 2,598,200 2,646,700 2,701,800 2,758,400 
Average HH Size 2.484 2.478 2.473 2.468 2.463 
Households 1,029,100 1,048,500 1,070,200 1,094,700 1,119,900 
      
  2005 2006 2007 2008 
Annual Changes:      
Employment  38,500 42,400 46,600 48,100 
Population  42,400 49,000 55,600 57,100 
Households  19,400 21,700 24,500 25,200 
      
    Net Migration  16,900 23,400 29,900 31,300 
      
Annual % Changes:      
Employment  2.8% 3.0% 3.2% 3.2% 
Population  1.6% 1.9% 2.1% 2.1% 
Households  1.9% 2.1% 2.3% 2.3% 
      
Source: JCRC Estimates and Forecasts  

 
 
This forecast assumes a gradual increase in employment/population ratio; it does 
not return to its 2000 level until 2008.  If persons return to the workforce sooner, 
there will be less in-migration and fewer new households created than expected 
in the above forecast.  Nevertheless, the above outlook for gradually increasing 
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population and household growth during the next four years is a reasonable 
basis for the following forecasts of rental demand.  By 2008, net migration is 
expected to return to levels comparable to those in the mid-1990s but below the 
peak reached in that decade. 
 
Based on these household forecasts, the table below presents the demand for 
renter units and the impact on the present surplus of vacant renter units.  The 
renter units absorbed each year has been derived from calculations of expected 
tenure of households (including the impact of some condominium conversions 
and a continued, but slower, increase in the homeownership rate), need to 
replace units and a small adjustment for mobile homes.  The surplus vacancies 
are a result of comparing the number of vacant units at a current estimated 
overall renter vacancy rate of 8.7 percent and the number at a balanced market 
rate of 6 percent.  The current estimated rate of 8.7 percent represent a small 
increase from the 8.5 rate reported in the 3rd quarter of 2004. 
 
This forecast assumes that the present 3,400 rental units under construction will 
be completed in 2005.  These absorption forecasts assume that the recent surge 
in absorption as a result of the dramatic increase in rent concessions, discounts 
and reductions has run its course.  These forecasts result from employment 
generated population growth and migration, not hastened household formation 
due to bargains in the rental market.  To the extent absorption is greater than that 
shown below or if physical vacancies decline faster than the trend below, it is 
most likely due to additional rent concessions .  This latter effect may improve 
physical vacancy but will postpone improvement in economy vacancy. 
 
 

Table 10 
 

Renter Demand and Surplus Vacancies 
Denver-Boulder Metro Area 

2005 – 2008 
 

 2005 2006 2007 2008 
     
Surplus vacant units –beginning of year 10,000 9,100 6,000 2,200 
Less: units absorbed -4,300 -5,000 -5,700 -5,800 
Plus: new units completed +3,400 +1,900 +1,900 +3,600 
Equals: Surplus vacant units – end of year 9,100 6,000 2,200 0 
     
Source:  JCRC forecasts  

 
 
In 2005, absorption is expected to exceed the number of units completed but little 
headway is made in reducing surplus vacancies with construction activity at this 
level.  For illustrative purposes, rental production is cut back to 1,900 units 
delivered in 2006 and 2007, about equal to the number of apartment starts in 
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2003.  This allows a reduction in surplus vacancies in 2006 and 2007, implying a 
balanced market in early-2008.  By 2007, construction acti vity can be increased 
to start the 3,600 units needed in 2008.  In subsequent years, starts should 
match the annual absorption of 5,800 rental units per year since no  surplus 
would exist at that time. 
 
Under this scenario, there is no need for a major resurgence in rental starts until 
2007.  Note that if production of rental units came to a standstill in 2005, surplus 
vacancies would be gone in 2007 and production of additional units could begin 
as early as mid-2006.  In contrast, to the extent production o f rental units in 2005 
and 2006 exceeds the levels in Table 10, recovery could be postponed beyond 
2008.  Note that this discussion deals with changes in physical vacancy, not 
economic vacancy.  As physical vacancy improves, concessions and discounts 
should lessen during the next two to three years but sustained rent increases are 
not likely until physical vacancy gets closer to a balanced market rate of 6 
percent.   
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Low Income Housing Tax Credit (LIHTC) Rental Market 
 
 
Eligible Households and Penetration Rates 
 
Most LIHTC projects in the metro area are targeted at the 40 percent, 50 percent 
and 60 percent of median income groups.  These serve a broad range of 
incomes.  The smallest 40 percent units are affordable to households with an 
annual income of just under $14,000, while larger units in 60 percent projects can 
rent to households with incomes up to almost $50,000.  The table below presents 
the minimum and maximum incomes by bedroom size and by income level used 
in the following analysis.  The computations are based on the Fiscal Year 2004 
income limits published by the U.S. Department of Housing and Urban 
Development (HUD), effective January 28, 2004.  The maximum incomes are 
estimated assuming 1.5 persons per bedroom.  The minimum incomes assume 
tenants will pay up to 40 percent of their income for shelter rent.  The shelter rent 
has been determined by subtracting utility allowances, estimated by the Colorado 
Division of Housing as of June 2004, from the gross rent. 
 
 

Table 11 
 

Target LIHTC Resident Incomes and Rents by Bedroom Size 
Denver, Colorado Metro Area 

2004 
 

 Number of Bedrooms 
40 Percent of Median Income: One Two Three Four 

    Maximum annual income $20,960 $25,160 $29,080 $32,440 
    Maximum monthly shelter rent $459 $545 $626 $684 

    Minimum annual income $13,770 $16,350 $18,780 $20,520 
     

50 Percent of Median Income: One Two Three Four 
    Maximum annual income $26,200 $31,450 $36,350 $40,550 

    Maximum monthly shelter rent $590 $702 $808 $887 
    Minimum annual income $17,700 $21,060 $24,240 $26,610 

     
60 Percent of Median Income: One Two Three Four 

    Maximum annual income $31,440 $37,740 $43,620 $48,660 
    Maximum monthly shelter rent $721 $860 $990 $1,090 

    Minimum annual income $21,630 $25,800 $29,700 $32,700 
     

Source:  HUD, JCRC, Colorado Division of Housing 

 
 
Note that these income limits apply to the Denver primary metro area; the limits 
in Boulder County are higher than those shown above but should not significantly 
affect the following discussion on the various segments of the market.  The basic 
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data used in the calculation of households eligible for LIHTC programs comes 
from the “Special Tabulations of 2000 Census Data” produced by the U.S. 
Bureau of the Census for HUD.  This data is available on HUD’s web site.  These 
tabulations display households by tenure, age of householder, income, size of 
household and housing condition.  The tabulations in this report use the data for 
all renters, although a market study for a particular project would normally use 
the data only for the age group targeted (i.e. elderly or non-elderly).  The 
incomes in the base data have been increased by 13 percent, HUD’s estimate of 
the increase in the median family income in the Denver metro area since 1999.  
The number of households has been increased by 3 percent in the metro area 
computations to account for some growth in renter households since 2000 and 
some difference in coverage between the special tabulation data and an estimate 
of total renter households.  A factor of 2 .5 percent has been used in Denver and 
the downtown Denver PMA.  Estimates of eligible households at the metro area 
and City of Denver level do not include any estimate of demand from households 
currently residing outside of the metro area or the City of Denver.  Data on the 
number of LIHTC units is from CHFA, projects receiving and additional subsidy 
from project based Section 8 have been subtracted from the total to arrives at the 
inventory number used in this report. 
 
Currently, there are just over 320,000 renter households in the Denver–Boulder 
metro area.  About 97,000 of these households (about 30 percent of the total) 
meet the income guidelines for units at the 40, 50 and 60 percent of median 
income levels.  The remaining households have incomes above the 60 percent 
limits or below the minimum income required for 40 percent rents.  These 
segments are illustrated in the chart below. 
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Chart 7 
 

Renter Households by Income Segment
Denver-Boulder Metro Area

2004
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Source:  JCRC Computations from HUD Special Tabulations 
 
 
The largest single segment, comprising just over half of the renters in the metro 
area, consists of households with incomes above the 60 percent of median 
income limits.  These market rate renters are not eligible for rent restricted or 
subsidized rental units.  The second largest segment consists of renters with low 
incomes who could not afford the rents in a 40 percent of median income project.  
Most of these households require additional subsidies or must pay a high 
proportion of income for rent. 
 
There is considerable overlap among the income limits and minimum incomes at 
the 40, 50, and 60 percent of median income levels.  Chart 7 illustrates these 
overlaps by subdividing the LIHTC households into five subgroups which account 
for the overlap between the 50 and 60 percent groups and the 50 and 40 percent 
groups.  For example, 18 percent of all renters meet the income guidelines and 
have minimum incomes sufficient for units at the 60 percent of income level but 
almost half of these also meet the income guidelines for 50 percent units.  
Presumably, this latter group would rather pay the lower rent on a 50 percent unit 
if one were available.  The existence of these overlaps warrants caution when 
viewing penetration rates for a single income group. 
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There are about 11,000 LIHTC units in the Denver-Boulder metro area, virtually 
all aimed at the 40, 50 or 60 percent of median income levels.  In addition, there 
are just over 1,500 units under construction.  These totals do not include units 
which also receive a deep subsidy from a project based Section 8 contract.  
Some residents of these units may have Section 8 Vouchers.  This has allowed 
them to afford the LIHTC rent even though their own income would not likely 
have supported the rent.  This impact is hard to gauge but is expected to account 
for about 15 percent of the units. 
 
The table below distributes these units by income level and computes two overall 
penetration rates for each income level based on the number of households 
eligible at each level.  The first penetration rate reflects the current inventory as a 
percentage of eligible households.  The second indicates the penetration rate 
necessary to absorb units under construction, in addition to those already in the 
inventory. 
 
 

Table 12 
 

Eligible Households and Existing LIHTC Units by Income Level 
Denver – Boulder Metro Area 

January 2005 
 

 Income Level 
 40% 50% 60% Total 

     
Total Renter Households    320,500 
     
Eligible Households 38,400 46,900 55,700 97,100 
     
Number of Units- Existing 1,300 2,680 6,600 10,580 
     
    Penetration Rate 3.4% 5.7% 11.8% 10.9% 
     
Number of Units – Under 
construction 240 610 630 1,480 
Total Existing & Under 
Construction 1,540 3,290 7,230 12,060 
     
    Penetration Rate Required 4.0% 7.0% 13.0% 12.4% 
     
Source:  JCRC and CHFA 

 
 
The sum of the number of eligible households at each income level is greater 
than the total because of the overlaps illustrated in Chart 7.  Most production of 
LIHTC units has been aimed at the 60 percent group.  As a result, the 
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penetration rate necessary to absorb these units has been the highest among the 
three income levels.  In contrast, the relatively few units intended for the 40 
percent group has required a very low penetration rate.  The above imbalance 
among the income levels is likely understated.  Projects with 60 percent units 
must attempt to attract households who are also eligible for 50 percent units and 
are likely to prefer these if available.  The data in Chart 7 indicate that almost half 
of the households eligible for 60 percent units are also eligible for 50 percent 
units.  This limits the number of households that 60 percent projects can 
effectively market to.  At the other end of the 60 percent income spectrum, these 
units have rents closer to the market rent and are more vulnerable to market 
cycles than units at 40 and 50 percent of median.  The current soft market and its 
“rent specials” has opened a variety of options to this income group. 
 
Despite this modest imbalance in capture rates among income levels, the overall 
existing penetration rate and the rate required to absorb the units now under 
construction are moderate.  Recent difficulties in LIHTC projects a re more a 
result of the recent market softening than an over production for any particular 
income group.  Nevertheless, given the outlook for the overall rental market 
discussed earlier, future increases in the penetration rate for 60 percent units will 
remain difficult until the market is closer to a full market recovery in 2007 or 2008. 
 
Total households eligible for LIHTC units at the 40, 50 and 60 percent of median 
income levels in the aggregate have been distributed by bedroom size and 
compared to the total LIHTC non-subsidized inventory and the total under 
construction in the following table.  Note that the total by bedroom size is slightly 
larger than that in Table 12 since it includes a small number of units at the 30 
percent level. 
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Table 13 

 
Eligible Households and Existing LIHTC Units by Bedroom Size 

Denver – Boulder Metro Area 
January 2005 

 
 Number of Bedrooms  
 0 & 1 2 3 4 Total 
      
Total Renter Households     320,500 
      
Eligible 40, 50, 60 Households 48,300 27,300 14,700 6,800 97,100 
      
Number of Units- Existing 4,000 4,800 2,000 200 11,000 
      
    Penetration Rate 8.3% 17.6% 13.6% 2.9% 11.3% 
      
Number of Units – Under 
construction 680 590 260 0 1,530 
Total Existing & Under 
Construction 4,680 5,390 2,260 200 12,530 
      
    Penetration Rate Required 9.7% 19.7% 15.4% 2.9% 12.9% 
      
Source:  JCRC and CHFA 

 
 
Recent production and under construction activity includes more two bedroom 
units than any other sized unit while almost half of eligible households only 
require a one bedroom unit.  Note that the one bedroom eligible total includes 
elderly households, most of whom are concentrated at the lower income levels.  
As a result of this emphasis on two bedroom units, the penetration rate for this 
unit size is the highest among the bedroom sizes.  In contrast, the four bedroom 
market has been underserved.  The penetration rates needed to absorb units 
now under construction appear reasonable, reinforcing the conclusion above that 
overall market conditions, rather than over-production of a particular unit size, are 
responsible for the difficulties in LIHTC projects 
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The computation of penetration rates is repeated for the City and County of 
Denver alone in the table below. 
 
 

Table 14 
 

Eligible Households and Existing LIHTC Units 
Denver County 
January 2005 

 
 Income Level 
 40% 50% 60% Total 

     
Total Renter Households    116,400 
     
Eligible Households 15,100 17,500 20,000 36,300 
     
Number of Units- Existing 390 890 1,440 2,720 
     
    Penetration Rate 2.6% 5.1% 7.2% 7.5% 
     
Number of Units – Under 
construction 100 290 300 690 
Total Existing & Under 
Construction 490 1,180 1,740 3,410 
     
    Penetration Rate Required 3.2% 6.7% 8.7% 9.4% 
     
Source:  JCRC and CHFA 

 
 
Denver has about 37 percent of the LIHTC eligible households in the metro area 
but only 26 percent of the LIHTC production (without deep rent subsidy).  As a 
result, penetration rates are lower, particularly at the 60 percent level.  Similarly, 
the imbalance among income groups is not as pronounced as that to the metro 
area as a whole.  The distribution by bedroom size is repeated below for the city 
of Denver.  Penetration rates in all sizes except four bedroom units are below 
those at the metro level. 
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Table 15 

 
Eligible Households and Existing LIHTC Units by Bedroom Size 

Denver County 
January 2005 

 
 Number of Bedrooms  
 0 & 1 2 3 4 Total 
      
Total Renter Households     116,400 
      
Eligible 40, 50, 60 Households 20,100 8,800 4,800 2,600 36,300 
      
Number of Units- Existing 1,180 1,220 480 90 2,970 
      
    Penetration Rate 5.9% 13.9% 10.0% 3.5% 8.2% 
      
Number of Units – Under 
construction 390 240 100 0 730 
Total Existing & Under 
Construction 1,570 1,460 580 90 3,700 
      
    Penetration Rate Required 7.8% 16.6% 12.1% 3.5% 10.2% 
      
Source:  JCRC and CHFA 

 
 
The above analysis indicates an under production of 40 and 50 percent units in 
both the City of Denver and the metro area.  The adverse market effects of this 
emphasis on 60 percent units are exacerbated by the recent softening of the 
market since the difference between the rents on these latter units and those in 
market rate projects has effectively disappeared in many submarkets.  
 
Metro Area LIHTC Market Conditions 
 
LIHTC projects throughout the metro area have not been immune to the recent 
softening of the market.  As renter vacancies peaked in early-2003, many LIHTC 
projects began offering concessions, some equivalent to those at market rate 
projects.  New LIHTC projects struggled to achieve sustaining occupancy and 
older projects, many of which had been full for years, were forced to offer 
concessions and discounts to stay full.  During the past year, the situation has 
improved but concessions remain.  Some projects have now eliminated 
concessions but have either dropped rents or kept them below the maximums 
permitted.  Not surprisingly, projects with 60 percent units have had to be more 
aggressive with concessions than those at lower income levels.  These projects 
are struggling with the higher penetration rates discussed above and with direct 
competition from market rate projects that have reduced rents to the 60 percent 
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level or below.  LIHTC projects at all levels have been affected.  Even some 40 
percent units have seen modest rent reductions during the past year.  As with the 
overall rental market, occupancy is up but this improvement has not allowed 
sustained rent increases and attempts to eliminate concessions are meeting with 
mixed success.  A full recovery in the LIHTC market should precede recovery of 
the overall market but has not yet occurred.   
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Downtown Denver Demographic Data 
 
 
This section presents relevant demographic data for the Downtown PMA and 
compares this to the City and County of Denver and the Denver – Boulder metro 
area.  In 2000, the PMA had a population of 76,613 persons, about 14 percent of 
the city’s population and only about 3 percent of that for the metro area.  Its 
38,364 households comprised about 16 percent of the city and 4 percent of the 
metro area.  The distribution of households by size and type is shown below. 
 
 

Table 16 
 

Household Type and Size 
Downtown PMA, Denver, and Denver-Boulder Metro Area 

2000 
 

 Downtown PMA City of Denver Metro Area 
 Number Percent Number Percent Number Percent 

       
Total Households 38,364  239,235  939,971  
       
  Family Households 11,894 31.0% 119,300 49.9% 596,248 63.4% 
    2-person 5,179 13.5% 52,095 21.8% 244,028 26.0% 
    3-person 2,544 6.6% 26,379 11.0% 137,308 14.6% 
    4-person 1,710 4.5% 20,145 8.4% 126,135 13.4% 
    5+-person 2,461 6.4% 20,681 8.6% 88,777 9.4% 
       
  Nonfamily households 26,470 69.0% 119,935 50.1% 343,723 36.6% 
    1-person 21,078 54.9% 94,044 39.3% 261,513 27.8% 
    2-person 4,649 12.1% 21,350 8.9% 65,754 7.0% 
    3-person 481 1.3% 3,100 1.3% 10,902 1.2% 
    4+-person 262 0.7% 1,441 0.6% 5,554 0.6% 
       
Source: U. S. Bureau of the Census 

 
 
As expected, both the city and the PMA have a higher concentration of nonfamily 
households than the metro area.  Over half of the households in the PMA are 1-
person, nonfamily households and the split between family and nonfamily 
households in the PMA is virtually a reverse of proportions at the metro level.  
There are over 2,000 units in major subsidized elderly projects in the area and 
the large number of 1-person households is partially a reflection of this 
concentration of elderly persons.  Nevertheless, these only account for about 10 
percent of the 1 -person households in the PMA, leaving most of this category 
comprised of other types of households.   
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The predominance of 1-person households in the housing market is even more 
evident among renter households.  One-person households are significant in 
Denver and in the metro area but they account for almost 60 percent of the 
renters in the PMA.  The comparison for renters by household size is shown 
below. 
 
 

Table 17 
 

Renters by Number of Persons in Household 
Downtown PMA, Denver, and Denver-Boulder Metro Area 

2000 
 

 Downtown PMA City of Denver Metro Area 
 Number Percent Number Percent Number Percent 

       
Total Renters 27,917  113,696  316,998  
       
    1-person 16,573 59.4% 54,598 48.0% 128,170 40.4% 
    2-person 6,380 22.9% 29,012 25.5% 88,777 28.0% 
    3-person 2,018 7.2% 12,541 11.0% 43,994 13.9% 
    4-person 1,272 4.6% 8,229 7.2% 29,865 9.4% 
    5+-person 1,674 6.0% 9,316 8.2% 26,192 8.3% 
       
Source: U. S. Bureau of the Census 

 
 
The homeownership rate in downtown Denver is a very low 27.2 percent, well 
below the rates in the city and in the metro area.  Households by tenure for the 
three areas are presented in the table below.  
 
 

Table 18 
 

Households by Tenure 
Downtown PMA, Denver, and Denver-Boulder Metro Area 

2000 
 

 Downtown PMA City of Denver Metro Area 
 Number Percent Number Percent Number Percent 

       
Total Households 38,364  239,235  939,971  
       
  Owner 10,447 27.2% 125,539 52.5% 622,973 66.3% 
  Renter 27,917 72.8% 113,696 47.5% 316,998 33.7% 
       
Source: U. S. Bureau of the Census 
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Rental units in the PMA are concentrated in multifamily structures, even with 
inclusion of the neighborhoods adjacent to the CBD.  Over one-fourth of the 
rental units in the metro area are in 1 or 2-unit structures but these structures 
represent just over 15 percent of the PMA inventory.  Most of these are in the 
Whittier, Cole, Highlands and Lincoln Park neighborhoods.  The distribution of 
renter households by units in structure is shown below. 
 
 

Table 19 
 

Renter Households by Units in Structure 
Downtown PMA, Denver, and Denver-Boulder Metro Area 

2000 
 

 Downtown PMA City of Denver Metro Area 
 Number Percent Number Percent Number Percent 

       
Total Renters 27,921  113,604  316,807  
       
  1 unit, detached 1,790 6.4% 18,374 16.2% 59,270 18.7% 
  1 unit, attached 1,323 4.7% 7,514 6.6% 21,570 6.8% 
  2 units 1,159 4.2% 5,936 5.2% 12,866 4.1% 
  3 or 4 units 1,704 6.1% 7,789 6.9% 23,521 7.4% 
  5 to 9 units 3,025 10.8% 10,461 9.2% 37,167 11.7% 
  10 to 19 units 4,397 15.7% 17,274 15.2% 55,383 17.5% 
  20 to 49 units 6,688 24.0% 20,603 18.1% 50,800 16.0% 
  50 or more units 7,821 28.0% 25,423 22.4% 52,619 16.6% 
  Mobile Home, Other 14 0.0% 230 0.2% 3,611 1.1% 
       
Source: U. S. Bureau of the Census 
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The distribution of renter incomes in the PMA shows higher proportions in the 
lower ranges and smaller proportions in the upper ranges.  Note that these are 
1999 incomes as reported in the 2000 decennial Census.  Most of the upper end 
rental units were completed after 2000.  As a result, some shifting upwards in this 
distribution has likely occurred since that time. 
 
 

Table 20 
 

Renters by Household Income 
Downtown PMA, Denver, and Denver-Boulder Metro Area 

2000 
 

 Downtown PMA City of Denver Metro Area 
 Number Percent Number Percent Number Percent 

       
Total Renters 27,921  113,604  316,807  
       
Less than $5,000 2,412 8.6% 7,817 6.9% 16,522 5.2% 
$5,000 to $9,999 4,041 14.5% 11,248 9.9% 23,824 7.5% 
$10,000 to $14,999 3,312 11.9% 10,748 9.5% 25,276 8.0% 
$15,000 to $19,999 2,731 9.8% 9,673 8.5% 23,888 7.5% 
$20,000 to $24,999 2,435 8.7% 10,378 9.1% 27,558 8.7% 
$25,000 to $34,999 4,172 14.9% 19,145 16.9% 54,687 17.3% 
$35,000 to $49,999 4,116 14.7% 18,946 16.7% 59,217 18.7% 
$50,000 to $74,999 2,930 10.5% 15,474 13.6% 52,240 16.5% 
$75,000 to $99,999 1,007 3.6% 5,515 4.9% 19,313 6.1% 
$100,000 to $149,999 517 1.9% 3,200 2.8% 10,089 3.2% 
$150,000 or more 248 0.9% 1,460 1.3% 4,193 1.3% 
       
Source: U. S. Bureau of the Census 
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Downtown Denver Rental Market 
 
 
Background and Construction Trends 
 
The initial development of major rental projects in downtown occurred as a result 
of the Skyline Urban Renewal Project in the late-1960s and 1970s.  The initial 
offerings of subsidized elderly projects and hi-rise market rate rental met with 
mixed success.  The elderly projects received additional rent subsidy and leased 
up, while the initial market rate rental projects eventually converted to 
condominiums.  Denver Place and The Parkway were added in 1982 and 
Uptown Village was completed in 1986.  There were few major additions to the 
inventory in the early-1990s.  The rehabilitation of The Denver Dry Building and 
the Studebaker Building occurred in this time period and began a series of 
rehabilitations of downtown buildings into rental apartments.  The pace of 
completions, new and rehab, picked up dramatically in the past few years.  The 
trend in completions is presented below. 
 
 

Table 21 
 

Rental Units by Year Completed 
Downtown Denver PMA 

1995 - 2004 
 

  Number of Units  

Year  Total 
Tax 

Credit Market  

Tax credit 
as % of 

total 
       

1995  0 0 0  na 
1996  331 199 132  60.1% 
1997  68 40 28  58.8% 
1998  277 127 150  45.8% 
1999  12 12 0  100.0% 
2000  462 17 445  3.7% 
2001  599 65 534  10.9% 
2002  550 214 336  38.9% 
2003  1,713 166 1,547  9.7% 
2004  750 259 491  34.5% 

       
Total  4,762 1,099 3,663  23.1% 

       
Under 

constr.  1,255 575 680  45.8% 
       

Source: JCRC, CHFA, Apartment Appraisers & Consultants 
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Most of the completions in the late-1990s were also rehabilitated buildings and 
most were funded, at least partially, with LIHTC awards.  The completion of 
Commons Park West in 2000 represented the first major new market rate 
apartment competed downtown since the late 1980s.  This was soon followed by 
the first phase of Uptown Square on the opposite side of downtown from 
Commons Park.  By 2003, a surge in new market rate apartments in the Central 
Platte Valley brought over 1,700 units to the market, more than triple the 
completions in 2002.  The importance of LIHTC units has diminished in the past 
few years but these remain an important component of the downtown inventory.  
LIHTC units represent just under one-fourth of the activity in downtown during the 
past 10 years. 
 
The initial surge in apartment starts in the downtown PMA in 2001 coincided with 
the jump in apartment activity in the metro area but in 2002, downtown starts 
were up again while metro area activity fell to less than half of its 2001 total.  The 
table below displays the permit trend for the Denver-Boulder metro area and new 
construction apartment starts in downtown.  Rehabilitation projects are not 
included in this latter total since they typically do not obtain the same type of 
permit as that reported to the Home Builders Association. 
 
 

Table 22 
 

Apartment Building Permits and Starts 
Denver-Boulder Metro Area and Downtown Denver 

1995 - 2004 
 

Year Metro Total Downtown 
Downtown as 

% of Metro 
    

1995 4,979 0 0.0% 
1996 3,666 0 0.0% 
1997 5,415 844 15.6% 
1998 7,794 0 0.0% 
1999 4,784 145 3.0% 
2000 9,116 242 2.7% 
2001 9,090 1,130 12.4% 
2002 4,085 1,403 34.3% 
2003 1,858 598 32.2% 

Jan-Oct 
2004 2,427 178 7.3% 

    
Total 53,214 4,540 8.5% 

    
Source: Home Builders Association of Metro Denver, 
Apartment Appraisers & Consultants, JCRC 
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The increase in downtown starts in 2002, while metro area activity was dropping, 
pushed downtown’s share of metro apartment activity to a striking 34 percent, a 
proportion which stayed close to this level in 2003 despite a further cutback in 
metro-wide activity. 
 
Many of the non-subsidized apartment projects in downtown are subject to a 
variety of income or rent restrictions.  These vary from the relatively loose 
requirement under old tax exempt bond rules in Uptown Village to the stricter 
requirements imposed by the Internal Revenue Service on LIHTC projects.  The 
City of Denver had also imposed some affordability restrictions on new 
developments, particularly in the Central Platte Valley.  In its simplest form, 
projects set aside 10 percent of their units for households with incomes less than 
80 percent of the median.  By agreeing to set aside units for lower income targets 
(i.e. 50 or 60 percent of median income), developers could reduce the total 
number of units subject to a restriction.  Following the June 2000 Telluride 
decision (Town of Telluride v. Lot Thirty-Four Venture, LLC), in which the 
Colorado Supreme Court found that this type of restriction is a form of rent 
control, Denver has ceased requiring these set-asides. 
 
The 80 percent of median income restriction has little impact on the market for 
these units since about three-fourths of the renters in the metro area meet this 
income requirement.  In contrast, units aimed at lower income levels, particularly 
LIHTC units at 40 and 50 percent, do serve a much different market than that for 
market rate units.  The table below summarizes these income restrictions for 
major projects in the downtown PMA.  Note that projects with all units under 
contract for a deep rent subsidy such as Section 8 or Low Rent Public Housing 
are not included in this table. 
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Table 23 
 

Major Rental Projects and Income Restricted Units 
Downtown Denver PMA 

December 2004 
 

 Number of Units and Income Level of Restriction   

Project name 
Deep 

subsidy 30% 40% 50% 60% 80% 100% Total 
Market 

rate 
Total 
units 

Existing:           
A. T. Lewis/Rio Grande*     54   54 66 120 
Archstone Riverfront Park*    4   10 14 259 273 
Avery Apartments     23   23 0 23 
Ballpark Lofts*      34  34 305 339 
Bank Lofts*     50   50 67 117 
Beldame Apartments   20     20 8 28 
Boston Lofts*    33    33 125 158 
Buerger Brothers Lofts*    7    7 24 31 
Burlington Hotel     38   38 0 38 
Capitol Heights*    3 62   65 80 145 
Chamber Lofts*     17   17 22 39 
Clocktower Lofts*    19    19 18 37 
Clyburn Village   8 41    49 1 50 
Commons Park West*        0 340 340 
Denver Building Apartments*     39   39 12 51 
Denver Place        0 193 193 
Jefferson at City Gate*      27  27 214 241 
Manhattan*    6   10 16 249 265 
Mercantile Square*    45 30   75 19 94 
Metro at Prospect Park*      40  40 373 413 
Midland Lofts*        0 83 83 
Off Broadway Lofts* 24  13 12 32   81 0 81 
Park 100*        0 158 158 
Park Avenue West*  5 20 22 26   73 49 122 
Parkway*        0 420 420 
Point   12 6 3   21 14 35 
Post Uptown Square*        0 696 696 
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Table 23 Continued 
    
 Number of Units and Income Level of Restriction   

Project name 
Deep 

subsidy 30% 40% 50% 60% 80% 100% Total 
Market 

rate 
Total 
units 

Premier Lofts*      25  25 225 250 
Renaissance at Civic Center 68  26 46 76   216 0 216 
Studebaker Building     33   33 0 33 
Uptown Village*      82  82 329 411 
Villages at Curtis Park* 135   50 44   229 94 323 

Total existing units: 227 5 99 294 527 208 20 1,380 4,443 5,823 
           
Under Construction:           
1600 Glenarm Place        0 333 333 
1830 Gaylord Residences  2 7 8 12   29 13 42 
Broadway Plaza Lofts     222   222 1 223 
La Bougainvillea de Santa Fe   12 21 4   37 1 38 
Park Avenue Phase I 160   15 14   189 0 189 
Reserve at Prospect    86 12   98 42 140 
Speer Boulevard Lofts        0 290 290 

Total under construction units: 160 2 19 130 264 0 0 575 680 1,255 
           
Planned:           
1135 Broadway Residences    44 23   67 29 96 
2595 Larimer   9 8 4   21 0 21 
2632 Blake   56 37    93 1 94 
Executive Tower Student        0 120 120 
Park Avenue II, III, IV, V 90   125 117   332 146 478 
Standish Hotel  25 20 20 10   75 0 75 
University Village        0 214 214 

Total planned: 90 25 85 234 154 0 0 588 510 1,098 
           
Note: Unit counts for Standish Hotel and Executive Tower are approximate. 
* Projects included in Addendum A of this report. 
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Just under one-fourth of units in the major existing projects listed above have 
some type of rent or income restriction.  These restrictions have facilitated lease 
up of these projects but income restricted units have also faced a weakened 
market in the past couple of years.  Occupancy in these is higher than the overall 
rate but some restricted units are still currently available.  Rents on most 
restricted units are below the Section 8 Fair Market Rents, making them 
accessible to households with Section 8 Vouchers but this program is not a 
significant factor in rentup and occupancy in most projects.   
 
Almost half of the units under construction or planned are subject to some 
income restriction.  These restrictions should help rentup of this group of 
projects.  Furthermore, over 300 of the planned units are for students at the 
Auraria Campus.  Completion of these will have some impact on projects in the 
area but will not compete directly with most market rate rental projects in the 
PMA. 
 
Renter Vacancies 
 
Renter vacancies in the downtown market area have dropped dramatically in the 
past 18 to 24 months.  The trend for this area is shown below. 
 
 

Table 24 
 

Apartment Vacancy Rate 
Denver Downtown Market Area 

1995 - 2004 
 

 Quarter 
Year First Second Third Fourth 

     
1995 4.2% 4.2% 4.2% 4.5% 
1996 4.9% 5.1% 4.9% 5.8% 
1997 5.6% 4.0% 5.5% 5.2% 
1998 4.5% 1.7% 7.9% 7.7% 
1999 4.2% 4.4% 6.6% 7.3% 
2000 2.2% 2.6% 2.3% 3.2% 
2001 4.5% 6.6% 6.0% 6.5% 
2002 6.2% 7.7% 5.3% 11.1% 
2003 27.5% 23.4% 16.2% 13.9% 
2004 11.3% 9.2% 6.0% na 

     
Source:  Gordon E. Von Stroh, Ph.D., 

Apartment Association of Metro Denver 
 
 
The large increase in vacancy rates in the 1st and 2nd quarters of 2003 coincided 
with the peak in vacancy rates for the metro area but also reflected the surge in 
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units completed in the downtown area in 2003.  In contrast to earlier years, very 
few of these units were subject to income restrictions, adding to the frenzied 
competition for market rate tenants.  The downtown vacancy rate shot up faster 
than the overall metro area rate but improvement has come faster than at the 
metro level.  The trend for both areas is illustrated in the following chart. 
 
 

Chart 8 
 

Apartment Vacancy Rate
Denver-Boulder Metro Area and Downtown Market Area

2000 - 2004
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 Source:  Gordon E. Von Stroh, Ph.D., Apartment Association of Metro Denver 
 
 
Downtown’s vacancy rate has been below the metro rate for most of the past four 
years.  In the early part of the decade, the limited number of units and the 
predominance of LIHTC units in the inventory kept the vacancy rate below the 
metro average.  The completion of over 1,700 units in 2003, with few subject to 
income restrictions, pushed the rate above 20 percent for two quarters.  By the 
end of 2003, the rate was down substantially and by the 2nd quarter of 2004 was 
back below the metro average.  The downtown rate was down to 6.0 percent in 
the 3rd quarter of 2004, below the metro average of 8.5 percent. 
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Rental Projects and Current Market Conditions 
 
The following discussion is primarily based on data on the following projects in 
the downtown PMA.  More detailed information on each project can be found in 
Addendum A of this report.  These projects are listed below. 
 
 

Table 25 
 

Selected Apartment Projects 
Downtown Denver PMA 

December 2004 
 

Project Name 

Income 
Restricted 

Units 
Market 

Rate Units 
Total 
Units 

    
A.T. Lewis/Rio Grande 54 66 120 
Archstone Riverfront Park 14 259 273 
Ballpark Lofts 34 305 339 
Bank Lofts 50 67 117 
Boston Lofts 33 125 158 
Buerger Brothers Lofts 7 24 31 
Capitol Heights 65 80 145 
Chamber Lofts 17 22 39 
Clocktower Lofts 19 18 37 
Commons Park West 0 340 340 
Denver Building Apartments 39 12 51 
Jefferson at City Gate 27 214 241 
The Manhattan 16 249 265 
Mercantile Square 75 19 94 
Metro at Prospect Park 40 373 413 
Midland Lofts 0 83 83 
Off Broadway Lofts 81 0 81 
Park 100 0 158 158 
Park Avenue West 73 49 122 
The Parkway 0 420 420 
Post Uptown Square 0 696 696 
Premier Lofts 25 225 250 
Uptown Village 82 329 411 
Villages at Curtis Park 229 94 323 
    

Total 980 4,227 5,207 

 
 
Since this list includes small historic rehabs and new luxury hi-rises, it is not 
surprising that there is a wide variety of amenities, unit sizes and other project 
characteristics.  Virtually all have controlled access but this is the only thing in 
common among this group.  The historic rehabs typically have fewer amenities 
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and many do not have parking exclusively for their tenants.  Some have small 
fitness or business centers but most common areas in these are limited.  Some 
have washers and dryers in units but a common laundry is more typical in the 
historic projects. 
 
Others, particularly the newer projects in the Central Platte Valley and Ball Park 
neighborhoods, offer a comprehensive package of amenities.  Extensive fitness 
and business centers are common, along with swimming pools and spas.  Many 
units come with washers and dryers but this is not universal.  Most newer 
projects have a parking structure attached.  One space is typically included in the 
rent at present.  Tenants pay their own utilities in most.  Some older projects 
include heat while newer ones are now billing tenants separately for water. 
 
The majority of units in new and rehab projects are one bedroom or efficiency 
units.  These are also the easiest to keep full, reflecting the importance of single 
persons in the market.  Most leasing agents report that single, young, downtown 
workers comprise the majority of residents but most are quick to point out that 
students and persons who work “all over” are also a large part of the market.  
The student market overlaps with the downtown worker market since the vast 
majority of Auraria students are working. 
 
The overall vacancy rate in these was 8.9 percent as of December 2004.   
Without Premier Lofts, which is still early in its initial rentup, the vacancy rate is 
6.9 percent.  This is very close to the 6.0 percent rate for the Denver Downtown 
submarket reported in the Apartment Association of Metro Denver survey for the 
3rd quarter of 2004.  Occupancy is up in most projects from one year ago.  Some 
of this reflects completion of initial rentups but even seasoned projects report 
improvement during the past year. 
 
As with the market in the metro area, improvement in occupancy had come at a 
substantial cost.  Concessions remain widespread and in some cases, have 
been replaced with outright rent reductions.  Most projects still have a “market” 
rent schedule but also provide a schedule of “specials” which are discounted 
from the market rent.  In a couple of cases, the specials reflect a rent reduction of 
17 percent, effectively equal to prorating two months free rent over a 12-month 
lease.  The level and extent of current concessions and discounts offered in the 
downtown market is summarized in a table in Addendum A.  These should be 
viewed as the typical offering.  Some projects have complex schedules based on 
the past history of units which attach more aggressive specials to units which 
have been hard to lease in the past.  Many projects have other discounts they 
offer for a “look-and-lease” and some give leasing agents additional flexibility if 
necessary to obtain a signed lease. 
 
Most of the newer market rate units are offered with a discount equivalent to two 
months off on a 12-month lease.  The market rate specials are less aggressive in 
the historic rehabs and older projects but most of these still offer some discount 
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on market rate units.  The concessions on income restricted units are more 
varied.  There are virtually no concessions on 40 percent and 50 percent units.  
They are more commonplace among 60 percent units while the special on most 
80 percent units is equivalent to that for market rate units, even though the stated 
“market” rent on these is usually lower than the stated rent on market rate units.  
There is little difference in most of these specials from one year ago but some 
projects have been able to cut back on the amount offered.  The market is at a 
somewhat perilous stage of recovery.  Occupancy is up but is threatened if rents 
move too quickly back to proforma levels.  The gradual process of easing back 
on concessions is likely to extend over the next two to three years and will 
become more difficult with the potential increase in competition from projects 
under construction or planned. 
 
Student Impact 
 
As mentioned above, students at the Auraria campus comprise a portion of the 
rental market in downtown projects.  Most projects indicate tha t students are part 
of the market but cannot reliably assess their number or proportion.  In addition, 
student impact is difficult to isolate because most also work, and many work 
downtown.  Nevertheless, since two major student housing projects (discussed in 
the following development analysis section) will start construction soon, their 
impact should be recognized in an assessment of the outlook for the downtown 
market. 
 
The market for student housing has been specifically addressed in a recent study 
done for the Auroria Higher Education Center (Anderson Strickler, 2004).  In the 
course of doing this study, the authors performed a student survey and 
conducted focus groups.  They found that 83 percent of students at Auraria work, 
although job location was not part of the survey.  Forty percent of students rent, 
38 percent live with parents or other relatives and 22 percent own.  Total monthly 
housing costs (rent, utilities, parking, cable, telephone, and internet access) for 
single students who rent and do no t share a bedroom ranged from $450 to $588 
if living with roommates in a two, three or four bedroom unit and from $$540 to 
$730 if living in an efficiency or one bedroom unit.  Most live in the areas near the 
Auraria campus. 
 
Based on the analysis of prefe rences in the survey, the study recommended 
provision of 2,500 beds of student housing adjacent to campus but did not 
specify a time period.  The two projects proposed will provide about 320 units 
with capacity for 1,140 students by the fall semester of 2006, almost half of this 
forecast demand.  The majority of these will be four bedroom units housing four 
students.  Since most students are now living in one and two bedroom units, the 
impact of 320 units is actually greater than this number would imply.  For 
example, the average household size for single students in the survey was 1.9 
persons.  The impact of 1,140 students moving to the proposed projects is 
equivalent to about 600 units in the existing inventory (1,140/1.9 = 600).  This 
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impact will be dispersed throughout the metro area and it is not possible to 
predict how much of this impact will be shared by downtown projects.  
Nevertheless, it will add to the competition for this segment of the market at a 
time when the downtown market is struggling to recover and faces ongoing 
additions to the non-student inventory.   
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Development Analysis – Under Construction and Proposed 
 
 
The moderate slowing in apartment construction starts in early-2003 in the 
Downtown PMA dropped the number of units completed in 2004 back to under 
800 units, down from just over 1,700 units in 2003.  A pickup in starts in late-
2003 and 2004 has builders on a pace to deliver over 1,000 new non-subsidized 
units in 2005.  There are almost 1,300 units under construction at present but this 
total includes the rehabilitation of 189 units in Thomas Bean Towers, the first 
phase of the Park Avenue redevelopment.  The remainder of these 1,300 units 
now under construction should be completed in 2005.  In addition, there are 
reasonably firm plans for construction of an additional 1,000 units in the PMA, 
with a little over half of these scheduled to enter the market in 2006.  Beyond 
this, there are several projects which are in the early planning stages but the 
status and timing of these is uncertain.  Activity during the next two to three years 
may not match the surge in downtown completions during 2003 but a major 
pause in activity appears unlikely.  The status of major projects under 
construction and with a start planned is discussed below. 
 
Under Construction – 1,255 units: 
 
1830 Gaylord Residences  
 
This 42-unit project is being developed by The Burgwyn Co./Inner City CDC and 
is nearing completion in the eastern portion of the PMA.  It is a 4-story, elevator 
building with underground parking.  Most units will have income restrictions  
ranging from 30 percent to 60 percent of median income; 13 will be offered at 
market rents.  The project includes one bedroom units ranging in size from just 
over 500 square feet to almost 900 square feet and two bedroom units in the 850 
square foot to 1,100 square foot range 
 
Speer Boulevard Lofts 
 
The Hanover Company, developers of the hi-rise luxury project at 4550 Cherry 
Creek Drive, are building a 4-story product at Speer Boulevard and 8 th Avenue.  
The site was formerly occupied by Racine’s restaurant.  This 290-unit project 
should be completed in mid-2005.  It is expected to offer upscale finishes with a 
full package of amenities.  None of the units will be income restricted. 
 
Broadway Plaza Lofts 
 
All but one of the 223 units in this building being developed by Century Real 
Estate will be restricted to households at or below 60 percent of the median 
income.  This nine-story, elevator building , located at 2330 Broadway, will have 
235 covered parking stalls on lower levels and a community room, fitness center, 
and terrace on the top floor.  There are 34 studios, 155 one bedroom and 34 two 
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bedroom units in this building.  Units will have exposed concrete ceilings and the 
finishes will be modest.  Some commercial space will be located on the first floor.  
Initial occupancy of the first four floors is scheduled in early-2005.  All units are 
expected to be complete by spring 2005. 
 
La Bougainvillea de Santa Fe 
 
NEWSED is building a 38 unit project for families at 1001 Santa Fe Drive.  All but 
one will be income restricted; most at the 50 percent level.  Most units will have 
one or two bedrooms but the project will include six three bedroom units.  Some 
commercial space will be included on the first floor facing the street.  Residential 
units are oriented around an interior courtyard.  Completion is expected in early-
2005. 
 
Reserve at Prospect 
 
Trammel Crow is building this 140-unit project at 3001 Fox Street in the Central 
Platte Valley.  Other Platte Valley projects have some income restrictions but The 
Reserve at Prospect will be the first major LIHTC project built in this area.  Ninety 
eight of its one and two bedroom units will be income restricted, most at the 50 
percent level.  Completion is expected in late-spring of 2005. 
 
Park Avenue Redevelopment – Phase I 
 
The initial phase of this redevelopment by the Denver Housing Authority (DHA) is 
located at Park Avenue West and Cleveland Place is now underway.  This phase 
involves the rehabilitation of Thomas Bean Towers, a  189-unit Low Rent Public 
Housing project for the elderly, and construction of the Cleo Robinson Wellness 
Center.  After rehab, 160 of the units will be under a deep rent subsidy contract 
and will be occupied by low income elderly who contribute 30 percent of their 
income toward rent.  The remaining units will be aimed at the 50 and 60 percent 
of median income levels.  Completion is scheduled for late-2005. 
 
1600 Glenarm Place 
 
RedPeak Properties purchased the former Security Life Building in 2004 and 
rehabilitation is now underway on this 31-story building.  When complete, it will 
include 333 apartments.  Most are efficiency and one bedroom units; average 
unit size is about 940 square feet.  Rents will average about $1.70 per square 
foot.  Units will have upscale finishes and washer and dryers.  Amenities include 
a fitness center, cyber-cafe, guest suite, media room, outdoor terrace and 
doorman on duty, 24 hours each day.  Lower floors have 30,000 square feet of 
retail space, likely to include restaurants and a grocery store.  Some parking will 
be available underground; additional spaces will be available at 14th and 
Glenarm, a site recently purchased by RedPeak.  Initial occupancy is expected to 
begin in July 2005, with completion scheduled for early-2006. 
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Construction Start Planned – 1,098 units: 
 
2632 Blake 
 
Century Real Estate has a preliminary award of tax credits for a 94 unit project 
on this site.  All but one of the units will be targeted to the 40 and 50 percent 
income group.  Most are 1 bedroom units, six efficiencies and 25 two bedroom 
units will also be included.  Construction start is planned for mid-2005. 
 
2595 Larimer 
 
St. Charles Town Company has a preliminary award for 23 units here.  Most are 
three bedroom units and will be targeted to the 40, 50 and 60 percent income 
groups. 
 
1135 Broadway Residences 
 
The Burgwyn Company is planning a project with 96 residential units and 6,000 
square feet of retail space on this site in the Golden Triangle .  The project will 
offer 1 bedroom, 1 bedroom with den and two bedroom units.  Unit sizes range 
from 600 to 800 square feet for 1 bedroom and 950 to 1,000 square feet for two 
bedroom units.  Most (67 units) will be restricted to the 50 and 60 percent income 
level.  Market rents are expected in the $1.20 to $1.30 per square foot range. 
 
University Village Student Housing 
 
Urban Ventures and the CU Real Estate Foundation are developing this student 
housing project on the site of the Atlas Metals Company at 4 th and Walnut.  It will 
include 214 units with capacity for 700 students.  Units will have two and four 
bedrooms.  Some of the two bedroom units will be freshman dorms housing four 
students but most units will be rented to two or four students, each with a private 
bedroom/bath and sharing the kitchen and living room.  Site clearance is 
expected to begin in the spring of 2005 and units are scheduled to be ready by 
the fall semester of 2006. 
 
Executive Tower Student Housing 
 
The Auraria Foundation and First Century are planning the rehabilitation of the 
upper floors of the Executive Tower Inn to provide 110 to 120 units with capacity 
for about 440 students.  Most will be four bedroom units with the bedrooms 
leased individually.  The construction schedule is similar to that for University 
Village; both plan to open by the fall semester of 2006. 
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Park Avenue Redevelopment 
 
As discussed above, the first phase of this DHA project is underway.  There are 
four remaining phases in this redevelopment.  When completed, this project will 
contain 873 residential units, as well as community and retail space.  The overall 
development plan and its residential components are summarized below. 
 

Table 26 
 

Park Avenue Redevelopment Plan 
      
 1br 2br 3br 4br Total 
Homeownership (Market) 54 55 45 0 154 
Homeownership (80% AMI) 6 15 31 0 52 
    Homeownership Total 60 70 76 0 206 
      
Public Housing/LIHTC Rental 17 49 21 3 90 
Public Housing/LIHTC Rental-Bean Towers 160 0 0 0 160 
Section 8/LIHTC Rental-Bean Towers 29 0 0 0 29 
Section 8/LIHTC Rental -other 65 67 4 2 138 
       Subsidized Rental Total 271 116 25 5 417 
      
Market Rate Rental 63 73 10 0 146 
LIHTC Rental (50% & 60% AMI) 49 51 3 1 104 
       Non-Subsidized Rental Total 112 124 13 1 250 
      
    Rental Total 383 240 38 6 667 
      
            Total Project 443 310 114 6 873 
      

 
The above table has separated the homeownership and subsidized rental units 
to more readily gauge the impact of this development on the downtown rental 
market.  Homeownership units may provide an alternative for higher income 
renters but do not compete directly with other rental apartments.  Similarly, the 
Public Housing and Section 8 units shown above serve a very low income group, 
most of whom typically could not afford the rent in a market rate or LIHTC unit.  
The Section 8 units shown in the table result from DHA’s commitment to replace 
167 subsidized rental units lost with the demolition of East Village.  The above 
table assumes 29 of these will be used in Thomas Bean Towers and the 
remaining 138 are distributed proportionately among the bedroom sizes of the 
other LIHTC units.  This distribution is illustrative only; the bedroom mix of 
Section 8 units is not fixed and will vary from that shown above.   
 
Since over 70 percent of the units in this redevelopment are slated for 
homeownership or will receive deep rent subsidies, its impact on the downtown 
rental market is muted.  Similarly, delivery of these units is scheduled in phases; 
the last is not expected to be completed until 2010.  Therefore, while 478 of the 
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667 rental units shown above are not yet under construction and are included in 
the total of 1,099 units with a start planned, most will not be competing directly 
with other downtown projects and most will not start in the next year. 
 
Standish Hotel 
 
Mercy Housing has purchased this building at 1524 California Street.  Plans for 
rehabilitation into 75 LIHTC units were on hold pending the outcome of attempts 
to assemble other parcels on the block for a mixed use development.  This latter 
plan appears to have stalled and Mercy is back to their plan to produce 75 units.  
Most will be 1 bedroom units and all will be income restricted, primarily at 30%, 
40% and 50% income levels .   
 
Preliminary Planning 
 
A number of projects are also being looked at but planning for these is either not 
advanced enough to expect a start soon or has not progressed recently.  Some 
of these are mentioned below.  It is likely other developments are being planned 
in some form or another so this is not intended to be a comprehensive 
accounting of all rental projects possible in the next few years. 
 

• Corum Real Estate Group is contemplating a luxury project of about 300 
units at 18th and Market.  This site is near their recently completed Premier 
Lofts and the new development will probably be similar in its amenities 
and rents. 

 
• Archstone plans a second phase of the Riverfront Park project but this 

appears to be on hold at the present time. 
 

• Similarly, Greystar also has plans for a second phase of The Manhattan 
but a start is not imminent. 

 
• Carmel Companies has placed a sign on the lot on the southwest corner 

of Colfax and Osage indicating that apartments are “coming soon”.  This 
development faced some neighborhood opposition in the past and does 
not appear to be active at present. 

 
• The Regency Hotel has been sold and the new buyer has indicated some 

interest in converting this to student housing.  The status of this plan is 
unknown. 

 
• Trademark Communities had proposed a hi-rise of 300+ units at 21st and 

Welton but the status of this project is also unknown.  Initially, the 
developer was planning a mixed income project with income-restricted 
units comprising 20 to 25 percent of the total. 
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Downtown Apartment Demand – Absorption/Capture Rate Basis  
 
 
This section approaches demand for apartments in the downtown PMA from the 
perspective of historical absorption patterns and the proportion or capture rate of 
metro absorption this represents.  Only about 800 apartment units were 
completed downtown in the 1990s, about 3 percent of the total for the metro area 
in this decade.  The pattern changed dramatically since 2000; the vast majority of 
absorption of rental units in the downtown PMA has occurred during the past five 
years.  The table below presents the recent trend in units completed and 
absorption in the PMA.  The inventory excludes projects in which all units receive 
a deep rent subsidy from Section 8 or Low Rent Public Housing.  Note that the 
end of year vacancy rate for 2004 in the table below is higher than the 6.0 
percent indicated in the apartment association survey since the table includes 
projects still in initial rentup.  These units still have to be absorbed so their 
presence must be recognized in this table. 
 
 

Table 27 
 

Renter Inventory, Occupancy and Absorption 
Downtown Denver PMA 

1999 - 2004 
 

Year 

End of 
Year 

Inventory 
Percent 

Occupied 
Number 

Occupied 
Number 

Absorbed 
     

1999 1,600 97% 1,550 na 
2000 2,060 91% 1,870 320 
2001 2,660 90% 2,390 520 
2002 3,210 91% 2,920 530 
2003 4,930 80% 3,940 1,020 
2004 5,680 91% 5,160 1,220 

     
Source: JCRC, Apartment Appraisers & Consultants 

 
 
The average absorption during these five years was over 700 units per year.  
This average for one year is almost equal to the total for the entire decade of the 
1990s.  The total absorbed in each of the past two years was well above this 
average and the decade total.  It certainly appears there was some pent-up 
demand for downtown rental units and successful leasing of this number in the 
soft market of the past two years indicates that the downtown area has attracted 
residents from other submarkets throughout the metro area.  The majority of this 
recent absorption has come in market rate units; the completion of about 700 
LIHTC units since 2000 has contributed to the increase in occupied units 
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downtown but this represents only about 19 percent of the total absorbed since 
2000.  As noted earlier, this absorption downtown has been achieved with 
significant rent concessions which have reduced the premium for living 
downtown.  It is unlikely this pace can be sustained if rents in the PMA return to 
proforma levels. 
 
Estimates done previously in the analysis of the metro area indicate that the 
Denver-Boulder metro area has absorbed about 12,500 rental units since April 
2000.  The total of 3,610 units from the table above represents about 29 percent 
of this metro area total.  To the extent some of this occurred in the first quarter of 
2000, the actual capture rate for downtown would be somewhat lower.  In any 
case, it has likely been above 25 percent in the 4.75 years from April 2000 to 
January 2005 and is substantially above the meager 3 percent capture rate of the 
1990s.  The building activity shown in Table 22 indicates that the downtown PMA 
accounted for 8.5 percent of total permits issued in the past 10 years.  This 
varied from zero percent in three of those years to a high of 34.3 percent in 2002.  
The downtown proportion then dropped back to 7.3 percent in the first 10 months 
of 2004.  This wide variety in the downtown PMA’s percentage of absorption and 
building activity makes it difficult to forecast a capture rate for this area.  It is 
anticipated that the future capture rate for downtown will be considerably above 
the 3 percent of the past decade but it is also not likely to sustain rates in the 25 
to 30 percent range over the long term. 
 
For purposes of assessing the outlook for the downtown market area, a capture 
rate of 15 percent has been used in the following table.  This is moderately 
conservative when compared to recent capture rates in the 25 to 30 percent 
range but is about double the rate achieved in the past 10 years and results in 
total absorption of an average of just under 800 units per year in the next four 
years.  This is actually above the average for the past five years.  The surplus 
vacancy number used below has been determined independently and represents 
the number of units yet to be absorbed to reach 94 percent occupancy in projects 
in initial rentup.  The number of completions in 2005 represents the units now 
under construction in the PMA less the 189 units in Thomas Bean Towers.  The 
number of completions in 2006 represents the two student housing projects and 
three LIHTC projects discussed above plus 60 of the units in the Park Avenue 
redevelopment.  The completions in 2007 and subsequent years represent the 
number which will meet forecast demand yet not produce a surplus. 
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Table 28 

 
Renter Demand and Surplus Vacancies 

Downtown Denver PMA 
2005 – 2008 

 
 2005 2006 2007 2008 
     
Surplus vacant units –beginning of year 220 640 490 0 
Less: units absorbed -650 -750 -860 -870 
Plus: new units completed +1,070 +600 +370 +870 
Equals: Surplus vacant units – end of year 640 490 0 0 
     
Source:  JCRC forecasts  

 
 
At this rate of absorption, the completion of 1,070 units in 2005 will cause the 
surplus to actually increase in the short run and some of this will remain through 
2006, even if production drops back to the 600 units shown above.  By 2007, the 
surplus will have disappeared and the market will support a modest level of 
completions.  Starts during 2007 would need to increase up to 870 units to meet 
renewed demand for a higher level of completions in 2008 and future years. 
 
The proportion of LIHTC units in 2005 completions is above the average since 
2000, resulting in some potential to absorb units at a higher pace than that 
shown above.  On the other hand, the predominance of 60 percent units in the 
expected completions will tend to lessen this impact.  In addition, the impact of 
adding 320 student units in 2006, most of which have four bedrooms, is greater 
than the impact of a like number of one and two bedroom units.   
 
The above scenario envisions a recovery in the downtown PMA ahead of that at 
the metro area level but the market is expected to remain very competitive 
through 2006 and into 2007.  There may be some progress in getting to proforma 
rents in the next two years but the impending completion of over 1,600 units in 
this same time period will make this more difficult. 
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Downtown Apartment Demand – Employment Basis 
 
 
In view, of the unique concentration of employment in downtown Denver, this 
section approaches downtown housing demand from the employment 
perspective.  The Downtown Denver Partnership (DDP) estimates that there are 
110,000 employees working downtown.  The largest concentrations of workers 
are in the 16th Street through 18th Street corridor and in the first two blocks east 
of Broadway.  DDP’s analysis of employment data indicate the following 
breakdown by industry for these employees.  The percentage refers to the 
number of employees in that industry as a percent of total downtown employees.  
The average annual wage is for the City of Denver but should represent the 
typical average in these industries. 
 
 

Table 29 
 

Distribution of Employees by Industry 
Downtown Denver 

2003 
 

Industry Sector 
Average 
Wage Percent 

Professional, Scientific & Technical Services $66,700 23.1% 
Finance & Insurance $75,700 14.5% 
Information $66,000 13.8% 
Accommodation & Food Services $16,300 11.0% 
Public Administration $48,300 10.2% 
Administrative & Support Services $27,600 6.0% 
Real Estate, Renting & Leasing $43,100 4.2% 
Retail Trade $27,200 2.1% 
Educational Services $33,000 1.9% 
Other Services $30,200 1.9% 
Oil & Gas Exploration $94,500 1.9% 
Management of Companies $86,200 1.7% 
Wholesale Trade $54,100 1.6% 
Arts, Entertainment & Recreation $54,200 1.5% 
Health Care & Social Assistance $41,200 1.4% 
Utilities $74,600 1.3% 
Other $41,600 1.9% 
 
Source: Downtown Denver Partnership, Inc., Colorado Department of 
Labor and Employment 

 
 
The top three industries above account for just over half of the total and all have 
average wages above the City of Denver average of $45,900.  The lower wage 
sectors such as accommodation and food services, administrative and support 
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services and retail trade comprise about 19 percent of downtown employment.  
This concentration of employees at the higher wage levels is certainly a positive 
factor for the market for high rental unit downtown but also implies that the 
homeownership rate is likely high among these employees. 
 
DDP sponsored a study of the downtown workforce which was completed by dirt, 
inc., a local consulting firm, in 2001.  The results of this study help in assessing 
the potential impact of downtown employees on housing demand in this area.  
The study found that 32 percent of respondents would “consider moving” into 
downtown and that 6 percent already lived there.  There was a strong preference 
for homeownership among those who would consider moving downtown; 67 
percent would rather buy a home and 33 percent expressed a preference for 
renting.  Interest in moving downtown was higher among men, single person 
households, persons under the age of 25 and unmarried persons. 
 
The respondents were asked for their household income and this distribution is 
presented below and compared to the estimated distribution for all households in 
the Denver-Boulder metro area.  This latter distribution is an estimate of the 
distribution expressed in 2000 dollars to be comparable to the incomes in the dirt, 
inc. survey 
 
 

Table 30 
 

Distribution of Households by Income 
Downtown Workers and Denver-Boulder Metro Area 

2000 
 

Household Income Downtown Metro Area 
   

Less than $15,000   3.2% 10.1% 
$15,000 to $34,999 15.2% 21.3% 
$35,000 to $54,999 26.2% 20.4% 
$55,000 to $74,999 20.1% 17.3% 
$75,000 to $99,999 17.6% 13.4% 

$100,000 or more 17.7% 17.5% 
 
Source: dirt,inc., U.S. Bureau of the Census, JCRC 

 
 
The distribution of downtown workers is weighted to the middle income intervals.  
Almost 64 percent of downtown workers had incomes in the $35,000 to $99,999 
range while 51 percent of metro area households had incomes in this range.  The 
percentage in the $100,000 and over group was virtually identical while the two 
lower income groups had correspondingly lower proportions among downtown 
workers. 
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The following analysis uses this income distribution of downtown worker 
households and the housing preferences expressed in the dirt, inc. survey as the 
basis for derivation of an estimated potential renter demand for downtown.  The 
first step in this process is to update the incomes to 2004 and estimate the 
number interested in downtown by income.  The major components of this 
analysis are outlined below. 
 

• Income intervals were increased 10 percent, a result of using the annual 
rate of change in the HUD estimated median family income from 1999 to 
2004 in the Denver metro area for the four years from 2000 to 2004. 

 
• The percentage of households by income from the above distribution is 

applied to a total base of 113,000 employee households.  This is the 
number cited in the dirt, inc. survey, somewhat larger than the DDP 
number of 110,000 due to inclusion of the Golden Triangle in the dirt, inc. 
estimate. 

 
• The percentage interested in downtown housing by income interval is 

adapted from the dirt, inc. results and adjusted to arrive at a total of 38 
percent either living downtown or interested in living downtown.  These 
show a higher interest among those in the two lower income groups and in 
the very highest income group. 

 
• The dirt, inc. survey did not get a reliable response from the lowest income 

group; no estimate is derived for this group.  This should not affect overall 
results since potential renters from this group will require units with a deep 
rent subsidy such as Section 8 or Low Rent Public Housing. 
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The results of this initial analysis are presented in the table below. 
 
 

Table 31 
 

Interest in Downtown Housing by Income 
Downtown Denver Workers 

2004 
 

 Downtown Workers  

2004 Income 
Percent by 

Income 
Number by 

Income 

Percent 
interested 

or live 
downtown  

Number 
Interested 
by Income 

     
Less than $16,500   3.2% 3,620 na na 

$16,500 to $38,499 15.2% 17,180 50% 8,590 
$38,500 to $60,499 26.2% 29,610 46% 13,620 
$60,500 to $82,499 20.1% 22,710 30% 6,810 

$82,500 to $109,999 17.6% 19,890 31% 6,170 
$110,000 or more 17.7% 20,000 39% 7,800 

Total 100.0% 113,000 38% 42,990 
     

Source: dirt, inc., JCRC 

 
 
The dirt, inc. survey revealed a strong preference for homeownership among 
those interested in downtown housing; 33 percent were interested in renting.  
This interest in renting is expected to be inversely related to income, i. e. 
households with higher incomes will have a lower interest in renting.  In addition, 
interested downtown workers are an important part, but not the only source, of 
demand for downtown rental housing.  An analysis of these effects are shown in 
Table 33 and the  components in this portion of the analysis are outlined below. 
 

• The percentages of renters in each income interval are derived from the 
distribution of households by income and tenure for the Denver-Boulder 
metro area as reported in the 2000 Census.  These were adjusted to 
derive a total consistent with the 33 percent preference for renting from 
the survey. 

 
• Interested downtown workers with a preference for renting are assumed to 

comprise 60 percent of the total potential for downtown rental housing.  
This adjustment provides an estimated renter potential by income.  This 
60 percent factor is based on interviews with leasing personnel and others 
about the components of the downtown market.  Some indicate that most 
of their residents work downtown; others indicate that students and 
persons who are attracted to downtown amenities are more important.  It 
is difficult to be precise in developing a factor to use in the following 
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analysis but a 60 percent factor makes downtown workers the most 
prominent single source of renter potential yet also recognizes the 
importance of other components of demand. 

 
The results of this part of the analysis are presented in the table below. 
 
 

Table 32 
 

Renter Potential by Income 
Downtown Denver 

2004 
 

2004 Income 

Number 
Interested 

or live 
Downtown 

Percent 
Renters at 

each 
Income 

Downtown 
Worker 
Potential 
Renters 

Total 
Potential 

Downtown 
Renters 

     
Less than $16,500 na na na na 

$16,500 to $38,499 8,590 54% 4,640 7,730 
$38,500 to $60,499 13,620 41% 5,580 9,300 
$60,500 to $82,499 6,810 28% 1,910 3,180 

$82,500 to $109,999 6,170 18% 1,110 1,850 
$110,000 or more 7,800 12% 940 1,570 

Total 42,990 33% 14,180 23,630 
     
     

Source: dirt, inc., JCRC 

 
 
These 23,630 potential renters form the group which supports non-subsidized, 
rental housing in downtown Denver.  While this estimate is based on downtown 
workers who have expressed an interest in downtown, one cannot infer that all 
will actually do so.  This is not meant to imply a demand for 23,630 rental units in 
downtown.  Nevertheless, it does indicate that there is a substantial group with 
the potential to rent a unit downtown.  The proportion of this potential that will 
actually translate to demand remains uncertain.  It is not likely to ever be 100 
percent but could be quite high since its basis is a group already expressing 
interest in downtown. 
 
The next step in this analysis involves comparing these potential renters to the 
number of units produced and under construction in downtown Denver.  The 
resulting penetration rates indicate where the market stands today and how high 
these rates will need to go to absorb the units under construction.  The major 
components of this final portion of the analysis are outlined below. 
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• The above income intervals have been converted to rent ranges by using 
the traditional market rate criterion that monthly income should be at least 
3 times monthly shelter rent. 

 
• The rents on the 5,370 non-subsidized LIHTC and market rate units in 32 

major projects in the Downtown PMA were grouped into the resulting rent 
ranges.  Rents used were effective rents after accounting for concessions 
and discounts in effect as December 2004.  A similar grouping was done 
for units under construction with the exception that rents were not 
discounted since this cannot be determined at this time.  Unfortunately, 
the breadth of these rent ranges did not allow separating LIHTC units.  
Most of these units are in the $460 to $1,069 rent range below, as are a 
large number of market rate units.  About 800 of the units in this rent 
range are income restricted units in LIHTC; the remainder are market rate 
units in these and other projects.  Units with monthly rents less than $460 
are not shown. 

 
• Penetration rates were computed for existing units by rent range and for 

the total by rent range after units now under construction are completed. 
 
The results of this part of the analysis are presented in the table below. 
 
 

Table 33 
 

Penetration Rates by Rent Range 
Downtown Denver 

2004 
 

Monthly Rent 

Downtown 
Renter 

Potential 
Existing 

Units 

Existing 
Penetration 

Rate 

Existing and 
Under 

Construction 
Units 

Total 
Penetration 

Rate 
Required 

      
Less than $460 na na na na na 
$460 to $1,069 7,730 3,450 44.6% 3,890 50.3% 

$1,070 to $1,679 9,300 1,590 17.1% 2,040 21.9% 
$1,680 to $2,289 3,180 270   8.5% 430 13.5% 
$2,290 to $3,059 1,850 60   3.2% 70   3.8% 

$3,060 or more 1,570 0   0.0% 0   0.0% 
Total 23,630 5,370 22.7% 6,430 27.2% 

      
      

Source: JCRC 

 
 
The overall existing penetration rate of 22.7 percent does not seem inordinately 
high, particularly since it has been achieved over a period of years.  However, 
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the bulk of this inventory (about 4,100 units) has been completed since 2000.  
This has required that the penetration rate rise from about 5.4 percent to its 
present level in five years, an average incremental increase of 3.5 percent per 
year.  In view of the present soft market, one could argue that this pace has been 
faster than the market could support.  Even if this is not the case, the 4.5 
percentage point increase required to absorb the units under construction 
represents an aggressive expectation. 
 
The existing penetration rate is very high in the $460 to $1,069 rent range and 
appears to drop dramatically at higher incomes.  In large part, this reflects the 
fact that many households who can afford a higher rent are paying a lower rent 
because of rent concession in effect at the present time.  From a strict ability to 
pay basis, this should be encouraging for landlords as they begin to move rents 
up to proforma levels.  Whether these residents will be willing to remain 
downtown as rents increase remains to be seen.  It also seem logical that since 
these higher income renters have a wide variety of choices available, the 
penetration rates at these higher incomes and rent ranges will normally be lower 
than at the moderate rent and income ranges. 
 
The above analysis used a downtown employment of 113,000 workers.  This 
estimate was used in the dirt, inc. report as of 2001.  Since this pre-dates the 
national recession and local slowdown, there is little reason to expect these 
potentials to have increased since then.  It is more likely they have declined 
slightly.  As the local economy recovers, these potentials should increase but the 
magnitude of this increase will be modest.  The Denver Regional Council of 
Governments (DRCOG) has prepared a long run forecast as part of their 
transportation planning efforts.  Their estimates for the Transportation Analysis 
Zones in the PMA indicate employment growth of only about 0.6 percent per 
year.  Even if this translates directly to a growth in the renter potential, the 
increase would be in the 100 to 150 per year range.  Absorption of additional 
units in downtown will depend on increasing the penetration of the present renter 
potential, and cannot rely on significant growth in the overall potential. 
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Downtown LIHTC Apartment Demand – Household Basis 
 
 
This section focuses on demand for LIHTC units and looks at demand for these 
units from the typical household basis most often used in LIHTC market 
analyses.  This type of analysis computes the number of eligible households for a 
given age and income level in a market area.  This estimate is typically adjusted 
upwards to account for some demand from outside the market area.  A 
penetration rate , the number of LIHTC units in the inventory as a percent of 
eligible households, is then computed.  It should also include computing a rate 
required to absorb the units proposed.  The absolute level of the penetration rate 
is important but the degree of increase required to absorb the units proposed is 
also important.  Experience indicates that absolute penetration rates of less than 
10 percent are readily achievable.  Rates of more than 20 percent are often 
achievable but have sometimes resulted in extended rentups and adverse 
impacts on existing projects.  Balanced markets with rates at this level have been 
achieved with a gradual increase in total penetration.  Difficulties have arisen in 
areas trying to achieve rates in the mid-20s when starting from an existing rate in 
the teens.  High capture rates have also been achieved in areas where low 
construction costs have facilitated production of high-amenity LIHTC projects. 
 
The table below presents the penetration rates in the downtown PMA, computed 
using the same methodology as that for the previous estimates at the metro area 
and City of Denver levels.  As noted previously, the sum of the number of 
households at each income level is greater than the total for all levels because 
many households qualify at more than one level (i.e. many households have 
incomes sufficient to afford 60 percent rents but could qualify for 50 percent units 
since their income is below the 50 percent limits).  These initial estimates have 
not been adjusted for demand from outside the PMA. 
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Table 34 

 
Eligible Households and Existing LIHTC Units by Income Level 

Downtown Denver PMA 
January 2005 

 
 Income Level 
 40% 50% 60% Total 

     
Total Renter Households    28,600 
     
Eligible Households 3,450 3,390 3,540 7,250 
     
Number of Units- Existing 230 360 630 1,220 
     
    Penetration Rate 6.7% 10.6% 17.8% 16.8% 
     
Number of Units – Under 
construction 30 170 280 480 
Total Existing & Under 
Construction 260 530 910 1,700 
     
    Penetration Rate Required 7.5% 15.6% 25.7% 23.4% 
     
Source:  JCRC and CHFA 

 
 
The number of households at each income level is virtually equal in the PMA, a 
different pattern than that for the metro area or the City of Denver.  The previous 
computations for both the metro area and City of Denver revealed a much larger 
number at the 60 percent level than either the 50 percent of 40 percent.  
Similarly, the 50 percent group for these two larger areas was larger than the 40 
percent group.  This even distribution of households among income levels 
implies that a preponderance of production of units at the 60 percent level is 
even less appropriate in the PMA than at the metro area level. 
 
Penetration rates for all income groups are considerably higher in the PMA than 
at the metro area or City of Denver level.  This is largely due to the lack of 
adjustment for households from outside the PMA.  This adjustment is common in 
most market ana lyses but is particularly important in a market area such as 
downtown Denver with its concentration of employment and amenities likely to 
draw residents from other areas.  The selection of a factor for this out of area 
demand involves considerable judgment but should be based on an analysis of 
factors in the market area likely to draw residents from other areas.  These may 
include employment and forecast employment growth, services and amenities in 
the area, ease or difficulty of access, and similar factors. 
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An alternative method of estimating this out-of-area demand in market areas with 
a seasoned inventory of LIHTC units is to compare the ratio of the penetration 
rate achieved in the market area to that achieved at the metro area level.  This 
latter rate is minimally impacted by out-of-area demand and represents an 
equilibrium rate at a given time period.  To the extent the local market area 
penetration rate exceeds the rate for the metro area, some demand has probably 
come from outside the market area.  Note that this comparison will only give 
some idea of the magnitude of the potential out-of-area demand.  If, for instance, 
both the metro area and the local market area have underserved eligible 
households (likely to be the case), some difference will simply be due to the fact 
that the local market area has received a higher proportion of units than other 
areas.  Nevertheless, this comparison should provide an indication of the 
presence and magnitude of out-of-area demand.  This comparison for the 
downtown PMA and the Denver-Boulder metro area is presented in the table 
below.  A comparison to the City of Denver is also included. 
 
 

Table 35 
 

Existing LIHTC Penetration Rates 
Metro Area, Denver, Downtown Denver PMA 

January 2005 
 

 40% 50% 60% Total 
Penetration Rates:     
  Metro Area 3.4% 5.7% 11.8% 10.9% 
  City of Denver 2.6% 5.1% 7.2% 7.5% 
  PMA 6.7% 10.6% 17.8% 16.8% 
     
Ratios:     
  Metro Area/PMA 1.97 1.86 1.51 1.54 
  Denver/PMA 2.58 2.08 2.47 2.24 
     
Note: Above penetration rates based on existing inventory only. 

 
 
Penetration rates in the PMA are 50 percent to almost 160 percent higher than 
those at the metro area and City of Denver levels.  In view of the concentration of 
employment and amenities in the downtown PMA, these results seem 
reasonable.  One would expect demand from other parts of the metro area to 
have a significant impact on the PMA.  To assess this impact in the PMA, 
estimates of eligible households in the table below have been adjusted by 1.90 at 
the 40 percent level, 1.80 at the 50 percent level, 1.45 at the 60 percent level and 
1.50 for the total.  These factors generally follow the ratios computed in the 
comparison to the metro area but have been reduced slightly to take a 
conservative approach to out-of-area demand in the PMA. 
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Table 36 

 
Eligible Households and Existing LIHTC Units by Income Level 

Downtown Denver PMA 
January 2005 

 
 Income Level 
 40% 50% 60% Total 

     
Total Renter Households    28,600 
     
Eligible Households in PMA 3,450 3,390 3,540 7,250 
Out-of-area Factor 1.90 1.80 1.45 1.50 
  Adjusted Eligible Households 6,550 6,100 5,130 10,880 
     
Number of Units- Existing 230 360 630 1,220 
     
    Penetration Rate 3.5% 5.9% 12.3% 11.2% 
     
Number of Units – Under 
construction 30 170 280 480 
Total Existing & Under 
Construction 260 530 910 1,700 
     
    Penetration Rate Required 4.0% 8.7% 17.7% 15.6% 
     
Source:  JCRC and CHFA 

 
 
As anticipated, existing penetration rates, particularly at the 40 and 50 percent 
level are modest but will still be higher than the metro area rates.  Even with 
these adjustments for out-of-area demand, the upcoming increases needed at 
the 60 percent level, and even the 50 percent level, appear aggressive.  While 
the overall rate needed at the 60 percent level is not unusually high, the 
magnitude of the increase needed to reach that level is high.  This portends 
some difficulties, at least in the short run, in getting to this level.  This impact, 
when coupled with the increased competition from market rate product for 
tenants at this income level, warrants considerable caution when considering 
additional units at the 60 percent level for the next couple of years. 
 
The following table presents the penetration rate analysis for the PMA by 
bedroom size for all LIHTC households and units at the 40, 50 and 60 percent 
levels in the aggregate.  The number of eligible households has been adjusted by 
the total out-of-area factor used above.  As in the metro area and City of Denver 
computation by bedroom size, the number of units includes a small number at 
the 30 percent level. 
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Table 37 

 
Eligible Households and Existing LIHTC Units by Bedroom Size 

Downtown Denver PMA 
January 2005 

 
 Number of Bedrooms  
 0 & 1 2 3 4 Total 
      
Total Renter Households     28,600 
      
40, 50, 60 Households in PMA 4,760 1,410 630 450 7,250 
Out-of-area Factor 1.50 1.50 1.50 1.50  
  Adjusted Eligible Households 7,140 2,120 940 680 10,880 
      
Number of Units- Existing 810 440 120 0 1,370 
      
    Penetration Rate 11.3% 20.8% 12.8% 0.0% 12.6% 
      
Number of Units – Under 
construction 310 140 30 0 480 
Total Existing & Under 
Construction 1,120 580 150 0 1,850 
      
    Penetration Rate Required 15.7% 27.4% 16.0% 0.0% 17.0% 
      
Source:  JCRC and CHFA 
 
 
The large penetration rate, and increase required, at the two bedroom level may 
be achievable but is likely to cause some short run difficulties as these units are 
renting up.  One bedroom and three bedroom rates remain moderate and the 
four bedroom market has not been addressed.  The results of the households 
analysis of demand for LIHTC units in the downtown PMA indicates a cautionary 
approach to two bedroom units and little need for additional 60 percent units until 
the market is closer to full recovery. 
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Outlook for Downtown Apartment Market 
 
 
The dramatic increase in downtown apartments in the past few years has 
changed the character of the rental market and substantially expanded 
alternatives for prospective renters.  Unfortunately, a large portion of this was 
completed just as the “perfect storm” discussed earlier hit the metro-wide rental 
market.  As a result, extended rentups and deep rent concessions became 
commonplace.  The past year saw steady increases in occupancy and a record 
level of absorption but economic vacancy remains high.  This fledging recovery is 
now threatened as the downtown market is faced with over 1,200 units under 
construction, most of which will be delivered in 2005.  Another 600 are expected 
in 2006, leaving the market with little chance of stabilizing in the next two years.  
The preceding analysis of current conditions, forecast absorption, downtown 
workforce impact and LIHTC capture rates yields the following outlook for the 
downtown apartment market.  
 

• The vacancy rate in the downtown submarket should continue to decline 
in the short run but is expected to deteriorate in the second half of 2005.  
Downtown demand in 2005 will fall short of absorbing the 1,200 units 
expected to enter the market this year. 

 
• In spite of this setback, recovery in the  downtown market should precede 

a full recovery at the metro area level.  If apartment starts in downtown 
during 2006 are kept below 400 units, the market should support renewed 
production in 2007 of over 800 units.  Whether this can be achieved will 
depend on how fast economic vacancy improves in 2006.  Little change in 
economic vacancy is expected in 2005. 

 
• Analysis of the incomes of potential renters from the downtown workforce 

is encouraging for landlords looking to achieve proforma rents but the 
ability to remove concessions is threatened by the large number of 
additional units expected on the market in the coming year.  The increase 
in capture rate required to absorb units under construction is aggressive 
and likely to hinder initial rentups in 2005. 

 
• The overall capture rate among estimates of downtown workers interested 

in renting downtown has increased recently but leaves room for additional 
demand from this group.  Successful absorption of more rental units 
downtown will require increasing the penetration among existing workers 
since the overall potential is not expected to grow significantly. 

 
• Analysis of LIHTC captures rates reveal that the downtown area has 

achieved rates well above the metro average, most probably a result of 
households moving into the PMA.  Captures rates, adjusted for in-
migration, remain reasonable but the rate for 60 percent units is well 
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above that at the 40 and 50 percent level.  The presence of concessions 
on 60 percent units reinforces the concern that this segment of the market 
is under some duress.  This concern for this market in the next two years 
is heightened by the large number of 60 percent units under construction. 

 
• The virtual absence of concessions on 40 and 50 percent units reflect the 

fact that these market segments have been underserved and that 
additional production of these units could be supported during 2005 and 
2006 while the overall recovery is underway.  In contrast, additional 60 
percent units should be postponed until the market is closer to a full 
recovery in 2007, implying a start on these units no earlier than late-2006. 

 
• The LIHTC analysis also indicated a surprisingly high capture rate among 

two bedroom units.  Production of more two bedroom LIHTC units in the 
short run should be approached with caution and limited to projects in the 
surrounding neighborhoods rather than the CBD, Lower Downtown or 
CPV. 

 
• The Park Avenue redevelopment will have limited impact on the downtown 

market.  Only about 250 of the units proposed here will be market rate or 
LIHTC rental without deep rent subsidy and these will enter the market 
over a time span of six years.  While the initial completions will still face a 
competitive downtown rental market, these incremental additions will not 
have a significant adverse impact on the pace of the recovery. 

 
• Downtown rental projects depending in part on students at Auraria will 

face competition from two major student housing projects in the fall of 
2006.  Downtown will share this impact with much of the rest of the metro 
area but some loss of residents in apartments in the PMA is likely. 
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