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MEMORANDUM 
 
DATE:  December 6, 2004 
 
TO:  CITY OF LAKE OSWEGO 
   
FROM:  JOHNSON GARDNER, LLC 
 
SUBJECT: Task Two: Market Overview, Lake Oswego Foothills District. 
 
 
I. EXECUTIVE SUMMARY 
 
• The subject site has outstanding location attributes, offset by extremely challenging 

topography as well as access.  Lake Oswego continues to be perceived as a premier 
residential location, with the marketability of the downtown area substantively enhanced 
by the new retail development.  The Foothills District borders downtown to the west 
and the Willamette River to the east, both of which are highly marketable amenities if 
adequate transportation and access can be developed.  In addition, the potential of the 
streetcar line will increase multi-modal access to the site.   

 
• Based on recent market trends, as well as the attributes of the site, residential 

development would appear to represent the highest and best use of the site.  The City of 
Lake Oswego is highly marketable as a residential location, and the site’s amenities are 
expected to generate the greatest premium under a residential use.  In addition, 
residential development has the greatest ability to deal with the challenges presented by 
the grade differential.   

 
• From a financial return perspective, the most viable residential use would probably be 

higher-end condominiums.  Achievable sales prices at this location are probably in the 
$250 to $350 per square foot range, considering views and other adjustment factors.   

 
• While we envision residential as the likely predominant land use in the area, office and 

retail development is also considered viable in more limited quantities.  The most likely 
office form would boutique and/or executive office space, targeting small firms and sole 
proprietors living in the Lake Oswego area.  The primary source of projected office 
demand in Lake Oswego is associated with professional and financial service firms, many 
of which are relatively small and/or sole proprietorships.  This target market is viewed as 
most likely to consider the Foothills District as an attractive location.  The district does 
not represent a strong regional office location, with poor regional transportation links 
relative to regional concentrations such as Kruse Way.   
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• Access to the district will also constrain retail development, with the most likely form to 
be either support retail development meeting the needs of local residents and businesses, 
or destination restaurants serving the broader Lake Oswego and West Linn communities.  
The primary retail concentration is located west of State Street, and new retail entrants to 
the area would be expected to favor a location in this area.  Boutique hotel development 
is also seen as a potential viable use, although a lack of visibility and recent difficulties in 
that sector may work against the concept.   

 
• Population trends in Lake Oswego roughly mirror those of the greater Portland area. 

Portland continues to attract new residents, despite its weak employment market. The 
City’s relative affordability on the West Coast and high quality of life help it maintain 
1.5% population growth annually. 
 

• Lake Oswego employment projections predict that City employment will grow by 2.0% 
annually over the next 20 years. At the Portland metropolitan area level, sectors with the 
largest projected employment gains include Professional & Business Services, 
Government, and Manufacturing.  Employment growth in the Lake Oswego area is 
expected to be more concentrated in professional and business services, financial services 
and education/healthcare.   

 
 

FORECASTED EMPLOYMENT GROWTH BY INDUSTRY 
PORTLAND METRO AREA, 2004-2024 

SOURCE: OLMIS
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• Within the primary trade area defined in this report, the rates of population and 
household growth are expected to remain relatively stable over the next five years at 0.7% 
and 0.9%, respectively. 

 
• In the Lake Oswego/West Linn submarket, Class A office space is by and large the best 

office market performer. Overall vacancy within this class averages roughly 6.2%, as 
compared to 11.7% and 16.6% for Class B and Class C space, respectively.  

 
• Within Lake Oswego’s Foothills District, estimated land values currently average 

approximately $6.86 per square foot.   
 
• A sizeable portion of developable office land will be required to support new office space 

demand in the subregion. Under a medium growth scenario, projections indicate 
demand for nearly nine new acres of commercial office land over the next ten years, and 
18.3 acres by 2024. 

 

SOURCE: Johnson Gardner, LLC

CUMULATIVE OFFICE LAND DEMAND BY
 GROWTH SCENARIO
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• Lake Oswego’s rental apartment market is strong and gaining momentum. With 

continued demand pressure and limited potential for new additions in the City, 
achievable rent levels are expected to rise in real terms over the next decade.   

 
• Over a five-year demand horizon, our projections indicate new structural demand for 

rental housing will increase by 450 households. Including turnover demand from 
existing renters in the region, the Lake Oswego area’s renter demand profile is projected 
to comprise demand for approximately 2,292 units annually over the next five years. 

 
• Projections estimate that new structural demand for attached ownership housing will 

grow by 330 households over the next five years in the trade area. When turnover 
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demand is considered in addition to structural demand, the trade area is expected to 
support the sale of 721 existing and new units annually through 2009.  Turnover 
demand does not represent a net increase in renters, but reflects leasing activity associated 
with tenants moving within the market.   

 
• Our analysis of local transit impacts associated with a proposed streetcar extension to the 

site found that a streetcar should support higher-density uses. As a streetcar would most 
logically be placed in an area already targeted for (and able to support) high-density 
development, we cannot conclude that a streetcar would increase density in itself. Rather, 
the streetcar would organize and promote existing development efforts with a fixed 
investment in high-density property.  In other words, a streetcar line is likely to direct 
investment, increasing the pace of development if not the final form.   

     
  
II. ECONOMIC AND DEMOGRAPHIC OVERVIEW 
 
Delineation of Market Area 
The trade area presented in the figure below is roughly delineated by the Willamette River to 
the east, Tualatin River/Rosemont Road to the south, and Interstate-5 to the west and north. 
This market is thought to best represent existing competition in the Foothills District as well 
as surrounding areas most suitable for potential new development. 
 

FOOTHILLS
DISTRICT

PRIMARY

AREA
MARKET

 
 
Local Land Costs
The figure presented below depicts land costs per square foot of all the parcels in the market 
area. Given view premiums, the highest land values are achieved along the Lake Oswego 
waterfront where average land values exceed $50.00 per square foot. Other local areas with 
highly valued land include Downtown Lake Oswego, and Westside neighborhoods 
Westlake, Mountain Park, and Bonita Meadows. In the Foothills District, land values are 
more viable from a redevelopment standpoint. The overall value for property in the Foothills 
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District averages approximately $6.86 per square foot, while almost 75% of the total area in 
the district has a land value under $6.00 per square foot.  
 

 
  Source: RLIS and Johnson Gardner 
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Projected Employment Growth 
Consistent employment growth is essential for the success of most development strategies. 
Over the next twenty years, employment growth in Lake Oswego is expected to average 
approximately 2.0% annually with the addition over 3,100 jobs. From an industry 
perspective, the greatest overall growth in Lake Oswego will be in service-oriented industries, 
which is consistent with broader regional trends. 
 

Base Year
NAICS CLASS 2004 2009 2014 2019 Change Annual Rate

Construction 502 536 571 610 650 148 1.3%
Manufacturing 1,471 1,528 1,588 1,650 1,714 243 0.8%
Wholesale Trade 508 554 605 660 720 212 1.8%
Retail Trade 45 49 54 59 64 19 1.8%
Transportation, Warehousing & Utilities 272 292 313 336 361 89 1.4%
Information 50 57 65 73 83 32 2.5%
Financial Activities 502 548 598 652 712 210 1.8%
Professional & Business Services 1,046 1,206 1,390 1,603 1,848 802 2.9%
Education & Health Services 171 185 199 215 232 60 1.5%
Leisure & Hospitality 147 166 188 212 240 94 2.5%
Other Services 118 132 146 163 181 63 2.2%
Government 1,712 1,957 2,237 2,557 2,923 1,210 2.7%

Total 6,545 7,209 7,954 8,790 9,728 3,183 2.0%
Source: Claritas and Johnson Gardner

PROJECTED EMPLOYMENT GROWTH

2024
2004-2024Incremental Employment (5 Years)

LAKE OSWEGO, OREGON

 
 
The largest gains in employment are expected to come out of the Government sector with 
the creation of 1,210 jobs at an average annual growth rate of 2.7%. The industry in Lake 
Oswego that is expected to grow at the fastest pace is Professional and Business Services, 
which projection estimate will grow at an annual rate of 2.9% over the next twenty years.  
 
Population, Households, and Income   
The population base in the primary market area is projected to display modest, but steady 
growth over the next five years. The market area population is expected to grow at an annual 
rate of 0.7% to 72,369 by 2009, an increase of 2,485 individuals over the five-year period.  
 

Population, Households, Families, and Year-Round Housing Units
2000 2004 Growth Rate 2009 Growth Rate

(Census) (Est.) 00-04 (Proj.) 04-09

Population 68,029 69,884 0.7% 72,369 0.7%
Households 27,236 28,243 0.9% 29,560 0.9%
Families 18,385 18,870 0.7% 19,510 0.7%
Housing Units 28,757 29,804 0.9% 31,182 0.9%

Household Size 2.46 2.43 2.41
Source: Claritas and Johnson Gardner

GENERAL DEMOGRAPHIC PROFILE
PRIMARY TRADE AREA

 
 
The rate of household growth is expected to be slightly higher at 0.9% as the average 
household size in the trade area is expected to trend downward. The most likely explanation 

LAKE OSWEGO FOOTHILLS DISTRICT  PAGE 6  



 

of this trend is the record shift in age of householder in the trade area. Nearly every age 
cohort over 45-54 is projected to see an increased share of total household as the trade area 
begins to witness the Baby-Boomer effect. 
 
Lake Oswego is among the most affluent areas in the metro region. According to 2004 
estimates conducted by Claritas Inc., a statistical reporting firm, per capita and household 
incomes are $43,792 and $107,881, respectively. Since the year 2000, both income measures 
have averaged annual growth near 2.9%, but are expected to grow less rapidly over the next 
five years.  Per capita and average household incomes are anticipated to reach $48,638 and 
$118,898 by 2009. 
 

Income
2000 2004 Grwth Rate 2009 Growth Rate

(Census) (Est.) 00-04 (Proj.) 04-09
Per Capita ($) $39,066 $43,792 2.9% $48,638 2.1%
Average HH ($) $96,300 $107,881 2.9% $118,598 1.9%
Median  HH ($) $71,161 $76,300 1.8% $84,071 2.0%
Source: Claritas and Johnson Gardner

GENERAL DEMOGRAPHIC PROFILE
PRIMARY TRADE AREA

 
 
The most interesting demographic characteristic in the primary market area is a dramatic 
shift in the income distribution over the past four years. The figure below presents the 
distribution of households across various income cohorts. Over the past four years, middle to 
upper middle-income household have been converging toward the $75,000-$99,999 income 
bracket, which has seen an 82% increase in the number of households from a 14% share to a 
nearly 25% share. Little change in the income distribution is expected in the foreseeable 
future. 
 

Source: Claritas and Johnson gardner

Percentage Distribution of Households by Income
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