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Introduction

This report updates the Retail Market Analysis and Business Development Plan completed for the
City of Lake Oswego by Marketek in 2009. The purposes of the 2009 study and this update are to
identify business opportunities in order to attract and support small businesses and bring
customers in the doors of local retailers. This project supports the 2010 Lake Oswego Economic
Development Strategy to promote prosperity and vibrancy in Lake Oswego's business
community.

The goals of the 2013 market analysis update are to:

« Update the statistical economic and retail analysis to estimate the potential for expanding
the retail market given Lake Oswego’s growth frends and current economic outlook; and

o Update the desired business mix based on existing market gaps and future development
potential.

The market analysis considers a five year fime period from 2012 to 2017, which is a realistic
projection period for retail development. Research (both primary and secondary) included:

o Demographic analysis of Lake Oswego market areq;

« Statistical estimates of potential supportable retail space;

» Site visits to Lake Oswego’s four main shopping areas (Downtown, Lake Grove, Mountain
Park and Palisades); and an

o Updated inventory of key shopping centers.
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Target Market Analysis Update

Lake Oswego’s primary target markets for retail, services, restaurants and entertainment include
local residents and area employees. This section provides an updated characterization of the
size and features of each market, with comparisons to 2009 figures.

A. Local Resident Shoppers

The Retail Market Area, a custom-drawn area delineated by Marketek in 2009, is based on
patronage of existing businesses, Lake Oswego’s location within the region, its competitive assets
and ongoing redevelopment activity, geographic and man-made boundaries and drive-time
estimates (Map 1). Market area residents and employees provide Lake Oswego with the
greatest opportunity for a dependable source of year—round sales.

Map 1. Lake Oswego Retail Market Area
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A summary of major demographic characteristics for the Lake Oswego Retail Market Area is
provided in Exhibit 1. As of 2012, the Market Area is estimated to contain 120,356 people, which
represents little change from the 2009 estimate of 120,667. While there appears to be a slight
decline in population from 2009 to 2012, the lower number most likely results from a more
accurate estimate developed using 2010 Census data rather than an actual loss. Current
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population figures for the City of Lake Oswego, Portland Metropolitan Statistical Area (MSA) and
State of Oregon also reflect more modest growth since 2000 than was estimated for the 2000-
2009 period.

The 2012 Market Area household estimate (50,266) is above that of 2009 (49,000), indicating a
continued frend of smaller household sizes. As of 2009, average household size was estimated at
2.43 people; by 2012, the estimate fell to 2.35 people. Again, this decrease is more likely due to
increased accuracy based on the 2010 Census than on a rapid decline in household size over
the last three years. Estimated average household size also fell in each of the three comparison
geographies from 2009 to 2012.

Over the next five years, the Market Area is projected to add 5,873 people and 2,798
households. These forecasts reflect an average annual growth rate of 1.0 percent for the
population and 1.1 percent for households. These growth rates are slightly higher than those
projected in 2009 and just slightly below those of the Porfland MSA at 1.1 percent population
and 1.18 percent household growth rates.

Income

As of 2012, the median income for the Retail Market Area is estimated at $79,252, well above the
medians of the MSA ($54,279) and State ($47.661), but below the median of the City ($91,196).
Since 2009, the estimated median in the Market Area increased by $1,678 while medians for the
meftro area and State fell by $7,800 and $5,800, respectively. Thus, median incomes indicate that
the City of Lake Oswego and the surrounding areas that make up the Retail Market Area have
been better able to maintain stability during the recession and recovery than much of Oregon
and the Portland MSA.

The Market Area did, however, see an increase in households with incomes below $25,000; in
2009, they constituted 9.8 percent of households and by 2012 they made up 12.5 percent. The
share of households with incomes above $100,000 also grew, from 38.5 percent in 2009 to 40.2
percent in 2012. Appendix A provides a more detailed distribution of household income.

Age

In 2012, the median age of Retail Market Area residents was estimated at 41.9, representing only
a nominal change since the 2009 estimate of 41.0. City of Lake Oswego and Retail Market Area
residents fend to be older than the population in the MSA and State. As of 2012, children (under
age 20) made up 23.8 percent of the Market Area and seniors (age 65 or over) made up 13.3
percent. Please refer to Appendix A for age distribution of the population for each geography.

Racial and Ethnic Composition

The large majority of Retail Market Area residents are white (88.1 percent) and non-Hispanic
(94.2 percent). The largest minority populations include Asian/Pacific Islanders (4.8 percent) and
persons of two or more races (3.5 percent). These figures show no significant differences
compared to estimates produced in 2009. Appendix A includes more detailed racial and ethnic
composition data for the Market Area and comparison geographies.
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Exhibit 1. Demographic Snapshot: City of Lake Oswego, Retail Market Area, Portland MSA and State

of Oregon, 2012

Demographic City of Lake Retail Portland State of
Indicator Oswego Market Area MSA Oregon
Population
2012 (estimate) 37,039 120,356 2,270,258 3,899,159
2017 (forecast) 38,312 126,229 2,395,497 4,063,119
Avg. Ann. % Change ('00 to '12) 0.42% 0.70% 1.48% 1.16%
Avg. Ann. % Change ('12to '17) 0.69% 0.98% 1.10% 0.84%
Households
2012 (estimate) 16,053 50,266 884,346 1,542,736
2017 (forecast) 16,761 53,064 936,633 1,617,261
Avg. Ann. % Change ('00 to '12) 0.72% 0.89% 1.55% 1.31%
Avg. Ann. % Change ('12t0 '17) 0.88% 1.11% 1.18% 0.97%
Average Household Size 2.30 2.35 2.52 2.47
Median Household Income $91,196 $79.252 $54,279 $47,661
Median Age (Years) 46.2 41.9 36.9 38.7
Race and Ethnicity
Percent White Alone 89.1% 88.1% 80.5% 83.1%
Percent Other Race/2+ Races 10.9% 11.9% 19.5% 16.9%
Percent Hispanic 41% 5.8% 11.3% 12.3%
Homeownership 68.2% 66.2% 60.8% 61.5%
Educational Attainment ('05-'09)
Associate Degree 4.3% 6.1% 7.8% 8.0%
Four Year Degree or More 66.8% 58.2% 32.9% 28.2%

Source: ESRI BIS

B. Area Employees

Employees working in or near Lake Oswego
remain an important captive market for retail,
services and entertainment businesses, with
research indicating that office workers typically
spend between 10 and 15 percent of their

expendable income in or near their places of
work.

As of 2012, there were an estimated 1,250
businesses employing 11,177 persons within two
miles of downtown Lake Oswego (Exhibit 2), up
from 1,196 businesses and 10,377 employees in
2009.

Lake Oswego Retail Market Analysis 2013 Update

Map 2. Downtown Lake Oswego 2-Mile Radius*
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The largest share of workers is in the services industry (51.5 percent), followed by retail frade (26.7
percent) and finance/insurance/real estate (6.4 percent). The top three industries have not
changed since 2009.

Exhibit 2. Businesses and Employment in a 2-Mile Radius of Downtown, 2012

Businesses Employees
Industry
Number Percentage Number Percentage

Agriculture & Mining 23 1.8% 88 0.8%
Construction 91 7.3% 331 3.0%
Manufacturing 45 3.6% 416 3.7%
Transportation 17 1.4% 136 1.2%
Communication 4 0.3% 26 0.2%
Utilities 1 0.1% 16 0.1%
Wholesale Trade 48 3.8% 178 1.6%
Retail Trade 301 24.1% 2,981 26.7%
Finance/Insurance/Real Estate 138 11.0% 720 6.4%
Services 509 40.7% 5,754 51.5%
Government 32 2.6% 422 3.8%
Other 41 3.3% 109 1.0%
Total 1,250 100.0% 11,177 100.0%

Note: Radius is from the intersection of Avenue A and First Street.

Source: ESRI BIS

*From the intersection of Avenue A and First Street.
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Marketek conducted a windshield survey and online research of ground floor businesses of the
Lake Grove, Mountain Park, Downtown Lake Oswego and Palisades/McVey shopping areas to
identify significant changes in the business mix or property inventory since August 2009. Key
observations are summarized below.

Exhibit 3. Lake Grove Village Retail Supply Update
Additions/Changes

e The Lake Grove Village Plaza (45,000 SF total) — Adaptive reuse of the former Wizer's 1963 strip
center, now anchored by Zupan's (20,000 SF), two restaurants, Starbucks and Rite-Aid. In the
process, some former tenants relocated or closed.

¢ Wal-Mart Neighborhood Store located in long vacant, former Nature's/New Seasons at corner of
Jean and Boones Ferry.

e Addition of several thousand square feet of ground floor commercial space in new mixed-use
projects south of Bryant and north of Jean Roads.

e Business and property upgrades in selected locations: e.g., Andrew’s Furniture and KFC converted
to Sherwin Williams and Starbucks.

e  General stability of other key anchors from Albertson’s and USPO to long established restaurants such
as Gubancs and Riccardo’s. Providence-anchored Mercantile Plaza has consistently stable
occupancy. Turnover in smaller spaces/older strip centers along Boones Ferry. E.g., Papa Murphy’s-
anchored center has regular turnover. Spaces with poor visibility such as the Aldergrove Center will
always be retail-challenged.

Vacancy

e Key vacancies:
o Lake Grove Plaza - Former Blockbuster space plus other small storefronts.
o Three spaces available at Aldergrove Center anchored by Aaron Brothers and Healthy Pets (2,725
SF, 1,400 SF, 1,000 SF).
o Several vacancies in older strips or freestanding commercial buildings.
o Boones Ferry Crossing (5+ vacancies).
e For the district overall, ground floor vacancy rate appears to have increased from 8% in 2009 to over
10% (estimated).

Selected Lease Rates

$16/SF/NNN (Aldergrove Center)
$18/SF/NNN (Boones Ferry Crossing)
$15/SF - $21/SF/NNN (Lake Grove Plaza)

Lake Oswego Retail Market Analysis 2013 Update 6
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This shopping area at the base of the Mountain Park community on Boones Ferry Road
incorporates an estimated 188,380 square feet of built space and is principally organized as the
Oswego Towne Square Shopping Center.

Exhibit 4. Mountain Park Retail Supply Update

Additions/Changes

e State of Oregon DMV relocated within the center leaving their space currently vacant.

e Chase Bank now occupies former corner restaurant space adjacent to Hanna Andersson.

¢ Norm Thompson Outlet closed, leaving one current vacancy and one new tenant (hair cutting) in
their subdivided space.

e More services have located - hair, photography, child care — and food retailers have gone out (Blue
Sage, Jamba Juice).

e  Four new tenantsin 2012 — Chase, Elements Massage, Trio's Studio and YoDelish.

e Anchors remain — Columbia Sportswear, New Seasons, GNC, Hanna Andersson, Starbucks.

Vacancy

e Twolarge spots (4,410 SF and 2,563 SF); both subdividable.
e Vacancy rate has increased from 3.6% (summer 2009) to 5.6% (fall 2012) in the Towne Square center.

Lease Rates

$26 to $30/SF

The Lake Oswego downtown area has two main arteries: 1. State Street corridor extending from
McVey Avenue south to D Avenue north and 2. East-west, A Avenue from éth Street to State,
and includes adjacent commercial blocks on B Avenue. There are approximately 747,000
square feet of ground floor building space within this district.

On balance, downtown's retail base is very stable and diversifying with the addition of specialty
shops — illustrative of its overall success particularly given the limited storefront space that exists.
Anchor tenants throughout downtown remain in place and Lake View Village (ground floor) and
Lake Place are 100% occupied although furnover has occurred at inline spaces.

Taken as a whole, downtown’s vacancy rate appears to be about the same (4.8%) as in August
2009. If Oswego Village is taken out of the picture, the vacancy rate is likely even lower.

Lake Oswego Retail Market Analysis 2013 Update 7
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Exhibit 5. Downtown Lake Oswego Retail Supply Update

Additions/Changes

Business owners and/or tenants have changed in several spaces although the nature of the business
has not. E.g., Menswear - formerly Haberdasher's now Patrick James; Restaurant/Bar- formerly the
Lake House now Stickmen Brewery; orthodontists; Port City Pasta changed owners twice; various
salons changing owners and operators. The toy store niche previously served by Wiz Bang has been
taken over by Frog Pond, though in a different location. R. Bloom's florist relocated to A Avenue.
One space not well suited to retail due to physical character, the First and A Avenue strip, may have
finally settled down with destination businesses like the medical clinic and dance studio.

Hollywood Video vacant for 3 years will soon have a pet hospital tenant.

Ferguson’s Nursery on A Avenue closed permanently and a temporary tenant, The Market, has
popped up.

Two new tenants at the Lakewood Bay Plaza will open in 2013: a restaurant in former Wanfu and
Banfield Pet Hospital in former Hollywood Video.

Second Street improvements are scheduled for construction in the February — June 2013 timeframe
and should help create an improved retail environment for 2nd Street businesses and customers.

Vacancy

Although Oswego Village has retained its principal anchors (Albertsons, True Value, Tuesday
Morning, food service) it has the highest vacancy of any Lake Oswego center at 12.2% in a total of 7
spaces. This figure includes two small second story suites (1,600 SF total). One key location, the
courtyard restaurant space, remains vacant after three years.

There are two vacancies at or in the vicinity of 1st and B Streets in properties purchased by Lake
Oswego Redevelopment Agency for redevelopment.

Certain retail locations have relatively high turnover and recurring or long-term vacancies, including
the 355 N. State Street property (across from Lake View Vilage), the interior spots of the Wizer's
shopping center. Several spaces in off-street shopping centers are vacant, including the former R.
Bloom’s and Gusto restaurant spaces on 3rd Street and the former Grand Papery space on 2nd
Street.

The vacant corner property at S. State and Ladd Streets, former Eat at Johnny's, is a particular
eyesore and potential development opportunity.

Selected Lease Rates

$17/SFNNN af 3rd & B
$20-$22/SF NNN on front side of Oswego Village and $13/SF NNN on the backside

At the infersection of McVey Avenue and South Shore Boulevard are two gas/service stations
and three small strip shopping centers: McVey Crossing, Palisades Place and Palisades Market.
Lamb’s Palisades Market, Grimm'’s Service Station and Starbucks Coffee (none in contiguous
spaces) are the prime anchor tenants for this commercial area. A small U.S. Post Office center
exists within the Palisades Market. The area contains an estimated 114,300 square feet of
commercial space. The current vacancy rate is estimated to be 6.9%, up from 4.4% in 2009.

Lake Oswego Retail Market Analysis 2013 Update 8
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Exhibit 6. Palisades/McVey Retail Supply Update
Additions/Changes

e Pharmacy and small gym closed at Palisades Marketplace.
e Consigning Women occupied former Grand Papery location.
e Vacancies have increased.

Vacancy

e Two available spaces at McVey Crossing (1,115 SF and 2,441 SF).
e One 1,200 SF retail/office space at McVey Crossing on Grimm’s side.
e Two spaces at Palisades Market (one space is subdividable for a total of 3 bays and 3,330 SF).

Selected Lease Rates

$13/SF NNN McVey Crossing
$18/SF NNN McVey Crossing
$20/SF NNN Palisades Marketplace

Lake Oswego Retail Market Analysis 2013 Update 9
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Retail Demand Update

Marketek updated the estimate of potential demand for new retail, restaurant and
entertainment space in Lake Oswego based on resident spending in the Retail Market Area.
Spending potential by merchandise type was converted to square feet of store space based on
sales per square foot standards derived from the Urban Land Institute’s Dollars and Cents of
Shopping Centers.

Potential demand is based on two sources. The first, “leakage,” or existing unmet demand is
demand for retail goods by current market area households that is now being met outside of the
market area. Existing demand is found by comparing retail supply (i.e., estimated retail sales)
with retail demand (i.e., the expected amount spent by market area residents based on
consumer expenditure patterns). When demand outweighs supply, a leakage occurs, indicating
that consumers are spending outside of the market area for retail goods or services. While
consumers will always do a certain amount of shopping away from home, this comparison
provides a reasonable indication of the availability of goods in the local market. The second
source of demand is “future demand,” or demand based on projected household growth and
spending patterns in the market area over a given time frame.

A. Existing Unmet Retail Demand/Leakage

The estimate of existing retail supply and demand balance for the Lake Oswego Retail Market
Area (Exhibit 7 on the following page) shows sales leakage (demand exceeding supply) in seven
retail categories totaling $423.4 million. Largest leakages are in General Merchandise ($208.7
million), Restaurants ($67.1 million) and Home Improvement & Gardening ($60.6 million). These
categories also had the most significant sales leakages in 2009 at $243.7 million, $106.0 million
and $61.7 million, respectively.

Two retail categories that had sales leakage in 2009 now show a modest oversupply — Home
Furnishings and Sporting Goods, Hobbies, Books & Music. For each of these categories, demand
remained relatively stable while sales increased. This may be due to increased supply at the
Nyberg Woods Center in Tualatin (part of the market area) and/or declining demand from a
relatively stable, aging population. Electronics & Appliances was oversupplied in both 2012 and
2009.

B. Future Retail Demand

The second source of demand, “future demand,” is based on projected household growth and
spending patterns in the Retail Market Area over the next five years (through 2017). Within the
Retail Market Area over the next five years, there is potential demand for 276,107 square feet of
new store space. For a more detailed calculation of future retail demand, please refer to
Appendix B. This projection is quite similar to the forecast previously prepared for the 2009 to
2014 period (261,598 square feet). The slight increase reflects the slightly higher projected
household growth rate for the Retail Market Area.

Lake Oswego Retail Market Analysis 2013 Update 10
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Demand/ supply/ Difference

Merchandise Category Spending PRY. (Leakage
. Retail Sales

Potential or Surplus)
Opportunity Categories (Local Demand Exceeds Supply)
Apparel $71,265,670 $32,153,473 $39.112,197
Home Improvement & Gardening $75,204,923 $14,597,267 $60,607,656
General Merchandise $262,250,806 $53,591,390 $208,659,416
Miscellaneous Specialty Retail $26,091,672 $23,286,224 $2,805,448

(florist, office supplies, gift stores, etc.)

Grocery $334,591,316 $311,320,090 $23,271,226
Health & Personal Care $39,434,400 $17,593,004 $21,841,396
Restaurants $274,532,229 $207,393,773 $67,138,456
Oversupplied Categories (Supply Exceeds Local Demand)
Home Furnishings $50,209,513 $63,162,276 ($12,952,763)
Electronics & Appliances $52,522,167 $59,542,449 ($7.,020,282)
Sporting Goods, Hobbies, Books & Music $24,093,052 $30,689,510 ($6,596,458)
Total Leakage $423,435,795

Source: ESRI BIS; Marketek, Inc.

C. Retail Demand Summary

Exhibit 8 summarizes potential new supportable retail space in the Lake Oswego Retail Market
Area for the next five years. Demand is divided among five merchandise categories: shoppers’
goods, convenience goods, restaurants, entertainment and personal services. The types of
goods and services within these categories are provided in Appendix B.

Existing demand has the potential to support 2.0 million square feet of new or rehabbed retail
space and future demand has the potential fo support 276,107 square feet through 2017. Taken
together, there is potential demand for 2.25 million square feet of new or rehabbed retail space
in the Lake Oswego Retail Market Area over the next five years. This figure is quite similar to the
2009 five-year demand estimate, although slightly lower due to changes in the existing retail
balance (lower leakages in several categories and two categories that previously showed a
leakage and now have a surplus).

The share of space that Lake Oswego’s shopping areas can capture will depend on numerous
factors, including retail outreach efforts, the availability of quality, retail-ready space, the
performance of competitive shopping areas and the success of revitalization efforts. A passive
or segmented approach would likely result in Lake Oswego achieving only a share of ifs
estimated potential. To get a sense of demand estimates in terms of typical store sizes, Appendix

Lake Oswego Retail Market Analysis 2013 Update 11
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B provides the median sizes of several types of businesses that may be appropriate throughout
Lake Oswego. The following section provides an updated target business mix for Lake Oswego
as a whole.

Lake Oswego Retail Market Analysis 2013 Update 12
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Exhibit 8. Summary of Potential Demand for New Retail Space in Lake Oswego

Existing Unmet

Future Market

Total Potential

&i?ch:gﬂfg/o Demand (SF) Area Demand (SF) | New Retail Space
gory (2012) (2012-2017) (SF)

Shoppers Goods

Apparel 187,140 27,030 214,170

Home Furnishings 28,122 28,122

Home Improvement 432,912 32,754 465,666

General/Specialty Retail 979,004 30,689 1,009,693
Subtotal 1,599,056 118,595 1,717,651
Convenience Goods

Grocery 59,670 52,688 112,357

Health/Personal Care 59,839 9,203 69,042
Subtotal 119,509 61,890 181,399
Restaurants 255,279 48,652 303,931
Entertainment 20,909 20,9209
Personal Services 26,061 26,061
Total 1,973,844 276,107 2,249,951

Source: ESRI BIS; Urban Land Institute; Marketek, Inc.

Lake Oswego Retail Market Analysis 2013 Update
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Business Mix Update

A successful business district in virtually any size community requires a balance and mix of uses
that includes retail shopping, professional, financial and government services, entertainment,
restaurants and personal services. The results of the statistical market analysis indicate that Lake
Oswego has strong opportunity to grow its retail base and fill niches and voids in the local
marketplace.

The following list provides potential target businesses for Lake Oswego overall, developed based
on the market analysis update results and Marketek's experience with facilitating retail
development in downtowns and business districts nationwide. Some of these categories are

already represented but have the potential for expansion or enhancement.

Exhibit 9. Target Business/Merchandise Opportunities for Lake Oswego

Merchandise e Grocery - fresh, organic, ¢ Made in Lake Oswego
local e Art galleries
e Drugstore — expanded e Cigar/magazine Shop
e Garden supplies e Bed/bath/linen
¢ Unique children’s clothes, ¢ Home accessories
books and gifts e Shoes
¢ Furniture—contemporary o Artsupplies
accessories e Fabric, knitting supplies
e Arts Co-operative e Apparel and accessories
e Bookstore (unigue women'’s and
¢ Quality consignment men’s, dressy women'’s)
(children, high fashion o Gifts
apparel, other) e Computer store
Restaurants/Food ¢ Healthy foods . Fomlly —dner, quick
e Unique locally sourced service, deli
e Ethnic-ndian e With appeal to younger
e Breakfast demographic

Mid-priced options

Entertainment

Live music —jazz club

Personal Care/
Professional Services

Health care/naturopath
Boutique hotel

Niche body/beauty/spa
services

Lake Oswego Retail Market Analysis 2013 Update
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Exhibit A-1. Population and Household Growth: City of Lake Oswego, Retail Market Area, Portland
MSA and State of Oregon, 2000 to 2017

Avg. Ann. Change

Avg. Ann. Change

) 2000-2012 2012-2017

Geographic Area 2000 2012 017
(Estimate) Number | Percent (Forecast) Number Percent

City of Lake Oswego
Population 35,278 37.039 147 0.42% 38,312 255 0.69%
Households 14,769 16,053 107 0.72% 16,761 142 0.88%
Avg. Household Size 2.38 2.30 -0.007 2.27 -0.006
Retail Market Area
Population 111,041 120,356 776 0.70% 126,229 1,175 0.98%
Households 45,436 50,266 403 0.89% 53,064 560 1.11%
Avg. Household Size 2.41 2.35 -0.005 2.34 -0.002
Portland MSA
Population 1,927,881 | 2,270,258 28,531 1.48% | 2,395,497 25,048 1.10%
Households 745,531 884,346 11,568 1.55% 936,633 10,457 1.18%
Avg. Household Size 2.54 2.52 -0.002 2.52 0.000
State of Oregon
Population 3,421,399 | 3,899,159 39.813 1.16% | 4,063,119 32,792 0.84%
Households 1,333,723 | 1,542,736 17,418 1.31% | 1,617,261 14,905 0.97%
Avg. Household Size 2.51 2.47 -0.003 2.46 -0.002

Average Annual Population Growth Rates, 2000-2017

2.0%

1.5%

1.0%

0.5%

0.0% -

City of Lake Oswego

@2000-2012 Avg. Ann. Change

Source: ESRI BIS

Retail Market Area

Lake Oswego Retail Market Analysis 2013 Update

Portland MSA

State of Oregon

@2012-2017 Avg. Ann. Change

15



marxketex

Exhibit A-2. Household Income: City of Lake Oswego, Retail Market Area, Portland MSA and State of
Oregon, 2012

City of Lake Retail Market

Income Oswego Areq Portland MSA State of Oregon
Less than $15,000 5.4% 6.4% 10.9% 13.1%
$15,000 - $24,999 51% 6.1% 9.9% 12.1%
$25,000 - $34,999 6.3% 7.6% 9.9% 11.3%
$35,000 - $49,999 9.4% 10.4% 14.4% 15.4%
$50,000 - $74,999 15.2% 16.7% 20.1% 19.9%
$75,000 - $99,999 12.2% 12.5% 12.6% 11.4%
$100,000 - $149,999 21.4% 20.2% 13.8% 10.9%
$150,000 - $199,999 9.9% 8.6% 4.4% 3.2%
$200,000 or More 15.1% 11.4% 3.9% 2.8%
Total 16,053 50,266 884,346 1,542,736
Median Household Income | $91,196 | §79252 | 854279 | $47,661

Household Income Distribution, 2012

25%
20%
15%
10% - N

5% \

0% ‘ ‘ ‘

Lessthan $15,000- $25,000- $35,000- $50,000- $75,000- $100,000- $150,000- $200,000
$15,000  $24,999  $34,999  $49,999  $74,999  $99.999 $149,999 $199.999 orMore

=0==City of Lake Oswego =@i=| ake Oswego Market Area
Portland MSA State of Oregon

Source: ESRI BIS
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Exhibit A-3. Population by Age: City of Lake Oswego, Retail Market Area, Portland MSA and State of

Oregon, 2012

City of Lake Retail Market
Age Category Oswego Areq Portland MSA State of Oregon
Under 5 4.0% 5.0% 6.5% 6.2%
5-14 12.9% 12.6% 13.0% 12.3%
15-19 6.2% 6.2% 6.1% 6.3%
20-24 4.1% 5.5% 6.3% 6.7%
25-34 9.0% 11.9% 15.3% 13.9%
35-44 11.9% 13.2% 14.1% 12.7%
45-54 17.3% 16.0% 13.9% 13.6%
55-64 18.1% 16.3% 12.8% 13.8%
65-74 2.1% 7.6% 6.6% 8.1%
75-84 4.5% 3.5% 3.4% 4.3%
85+ 2.9% 2.2% 1.8% 2.1%
Total 37,039 120,356 2,270,258 3,899,159
Median Age 46.2 41.9 36.9 38.7
Age Distribution of the Population, 2012
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Exhibit A-4. Racial and Ethnic Composition: City of Lake Oswego, Retail Market Area, Portland MSA

and State of Oregon

- City of Lake Retail Market State of
Race/Ethnicity Oswego Area Portland MSA Oregon
White Alone 89.1% 88.1% 80.5% 83.1%
Black Alone 0.8% 1.2% 2.8% 1.8%
American Indian Alone 0.4% 0.5% 1.0% 1.4%
Asian/Pacific Islander 5.7% 4.8% 6.3% 4.2%
Some Other Race Alone 0.9% 2.0% 51% 5.6%
Two or More Races 3.1% 3.5% 4.3% 3.9%
Hispanic Origin 4.1% 5.8% 11.3% 12.3%
Total 37,039 120,356 2,270,258 3,899,159

Racial & Ethnic Composition, 2012
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40%
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White Alone Black Alone
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@ City of Lake Oswego

OPortland MSA

Source: ESRI BIS
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Recognizing that people who share the same demographic characteristics may have widely
divergent interests and shopping preferences, Community Tapestry data (developed by ESRI
Business Information Solutions) categorizes neighborhoods throughout the nation into 65
consumer groups or market segments. Neighborhoods are geographically defined by census
blocks, which are analyzed and sorted by a variety of demographic and socioeconomic
characteristics as well as other determinants of consumer behavior. The top ten Tapestry
segments in the Retail Market Area are summarized below.

Exhibit A-5. Community Tapestry Segments: Lake Oswego Retail Market Area

Market % of Hhold Median | Median Consumer Preferences &
Segment Hholds Type Age Income Purchases
Professionals with exclusive, sophisticated
lifestyles, members of these households travel
1 | Urban Chic 21 4% Married 43 $87.202 extensively and aftend museums, dance
couples performances and concerts. They use the
Infernet to arrange travel, follow investments
and make purchases.
Families in growing neighborhoods who own
suburban Married large, luxurious homes and hire confractors
2 14.2% 42 $121,661 | and maintenance workers. They devote free
Splendor couples - ) .
fime to travel, fitness and trips to museums or
the theater.
. Singles and childless couples with a busy,
. Married urban lifestyle. Do yoga, listen to jazz and visit
3 | Metropolitans 9.5% couples/ 38 $60,191 ’ .
Sinales museums. Travel frequently for business and
9 pleasure.
Affluent, older couples approaching
. Married retrement. They live in older, aoffluent
4 | Connoisseurs 6.3% couples 47 $121.368 neighborhoods and spend heavily on travel
and vacations.
Singles/ These households are on the cutting edge of
5 | Trendsetters 6.0% Shared 36 $61,498 prbon style. They love ’r'o shop both online and
in stores. Health conscious, members of these
hholds i
households eat well and exercise regularly.
Couples who enjoy cultured country living on
. . the fringe of urbanized areas. They do their
6 goa?(less’rlco’red 5.8% ngOurmleeds 38 $85,144 | own landscaping and home improvement
a P projects and play sports and board games.
Prefer to read than watch television.
Well-educated professional couples who may
Married live in the suburbs but enjoy the amenities of
couples the city. They travel frequently for business and
7| InStyle 5.8% without 40 $70.745 pleasure, own mutual funds and contribute to
children 401-K accounts. Enjoy dining out and shopping
at stores such as Anne Taylor and Nordstrom.
These young, educated, working professionals
Enterorisin Married change cities frequently, moving where jobs
8 Prising 4.8% couples/ 32 $69,779 | are located. They prefer to rent, rely on cell
Professionals -
Singles phones, PCs and the Internet and love to
fravel.
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Market % of Hhold Median | Median Consumer Preferences &
Segment Hholds Type Age Income Purchases
Empty nester couples who spend fime working
Married in their garden or decorating their homes.
9 | Exurbanites 4.4% 46 $84,522 | Enjoy domestic wine, attending the theater
couples - .
and outdoor activities such as boating and
hiking.
Mature, highly-educated, wealthy families.
Married They indulge themselves with frequent fravel
10 | Top Rung 4.1% couples 44 $182,041 | and shop at stores such as Nordstrom, Lord &

Source: ESRI BIS

Lake Oswego Retail Market Analysis 2013 Update

Taylor and Banana Republic. Laptops and cell
phones are necessities.
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Appendix B. Retail Demand
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Exhibit B-1. Future Potential Retail Demand: Lake Oswego Retail Market Area, 2012 to 2017

, 2012 2017
Merchandise or Spending Target Retail Potential Retail Potential
Service Catego per Sales
gory Hhold! ($/SF)2 Sales Space Sales Space
(in mil)3 (SF) (in mil) (SF)
Apparel $2,019 $209 $101.5 485,596 $107.1 512,626
Home Furnishings $2,000 $199 $100.5 505,211 $106.1 533,333
Home Improvement $1,639 $140 $82.4 588,425 $87.0 621,179
Specialty Retail $2,369 $216 $119.1 551,332 $125.7 582,021
Shoppers Goods $403.5 2,130,564 $426.0 2,249,159
Grocery $7.344 $390 $369.1 946,531 $389.7 999,218
Health/Personal Care $1,200 $365 $60.3 165,324 $63.7 174,527
Convenience Goods $429.5 1,111,855 $453.4 1,173,745
Restaurants $4,573 $263 $229.9 874,030 $242.7 922,682
Entertainment $673 $90 $33.8 375,621 $35.7 396,530
Personal Services $1,406 $151 $70.7 468,193 $74.6 494,254
Total $1,167.4 4,960,263 $1,232.3 5,236,370
Five Year Net Gain $65.0 276,107

1. Household spending estimated from Bureau of Labor Statistics' Consumer Expenditure Survey.

2. Target sales are based on the Urban Land Institute, "Dollars and Cents of Shopping Centers."
3. Retail sales potential found by multiply spending per household by total Market Area households for

that year.

Sources: ESRI BIS; Urban Land Institute; Marketek, Inc.
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Exhibit B-2. Summary of Merchandise and Service Categories

Merchandise/Service Types of Goods/Services
Category
Apparel Women's Apparel, Men's Apparel, Children's, Footwear, Watches, Jewelry

Home Furnishings

Home Improvement

Misc. Specialty Retail

Groceries

Restaurants

Entertainment

Personal Services

Furniture, Floor Coverings, Major and Small Appliances, Household
Textiles, Floor Coverings, PC Software and Hardware, Housewares,
Dinnerware, Telephones

Maintenance and Remodeling Materials, Lawn & Garden

Pet Care, Books & Periodicals, Sporting Equipment, Toys & Hobbies, Video
Cassettes & Games, TV/VCR/Cameras, Audio Equipment, Luggage,
Eyeglasses

Food at Home, Nonalcoholic Beverages at Home, Alcoholic Beverages,
Smoking Products
Food Away From Home, Alcoholic Beverages

Admission to Movie/Theater/Opera/Ballet, Recreational Lessons,
Participation in Clubs

Shoe Repair, Video Rental, Laundry & Dry Cleaning, Alterations, Clothing
Rental, Storage, Watch & Jewelry Repair, Photo Processing & Supplies,
Child Care
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Exhibit B-3. Typical Sizes of Selected Businesses

Merchandise or Service Category Median National Local Chain | Independent
Specialty Retail
Art Gallery 1,802 ~ 1,802 1,907
Arts/Crafts Supplies 8,928 20,957 ~ 3,070
Beauty Supplies 1,807 1,634 2,450 1,829
Bike Shop 3,440 ~ ~ 2,596
Bookstore 10,093 23,000 9,990 2,740
Cameras 2,000 2,000 ~ ~
Children's Wear 3.913 4,879 3,054 2,105
Family Shoe Store 4,000 4,113 5,100 2,460
Gift/Cards 4,200 4,900 3,780 1,653
Hardware 13,200 13,900 ~ ~
Home Accessories 7.595 10,215 5,365 2,462
Jewelry 1,500 1,610 1,968 1,200
Luggage 2,500 2,499 ~ ~
Men's Clothing Store 3.500 4,319 3.065 2,750
Pet Supplies 7.995 17,600 3,201 3,200
Music 4,464 6,178 ~ 2,017
Sporting Goods 8,465 22,000 4,980 2,995
Toys 7.855 12,000 ~ 3,344
Women's Clothing Store 4,400 4,503 3.960 2,145
Convenience
Drugstore/Pharmacy 10,920 10,860 16,668 4,977
Supermarket 50,420 49,071 51,495 23,300
Bakery 1,990 4,000 ~ 1,700
Gourmet Grocery 18,000 ~ ~ ~
Wine/Liquor 3,440 ~ 6,237 2,920
Personal Services
Day Spa 2,875 ~ 2,563 3,060
Women's Hair Salon 1,400 1,450 1,250 1,361
Nail Salon 1,200 ~ 1,200 1,200
Picture Framing 1,600 1,703 ~ 1,588
Health Club 10,249 9,548 5,508 10,249
Mail/Packaging/Photocopying 1,278 1,240 ~ 1,236
Tailor/Alteration 950 ~ 900 1,035
Movie Rental 6,000 6,333 4,240 4,733
Shoe Repair 855 ~ ~ 795
Drycleaners 1,800 ~ 1,800 1,649
Day Care 4,000 ~ ~ 3,901
Laundry 2,114 ~ 2,150 1,955
Restaurants
Restaurant with Liquor 5,204 6,669 5,600 3,362
Restaurant without Liquor 3.581 6,500 3.025 2,625
Bar/Cocktail Lounge 3.821 ~ ~ 3.821
Ice Cream Parlor 1,137 1,144 1,137 1,116
Coffee/Tea 1,578 1,650 1,624 1,400

Source: Urban Land Institute, "Dollars and Cents of Shopping Centers'
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