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Are you ready to build your homes with the
connected appliances they expect?

samsung.com/builder

Source: Bank of America, “Homebuyer Insights Report”, 2018

Copyright © 2019 Samsung Electronics America, Inc. All rights reserved. Samsung is a registered trademark of Samsung Electronics Co., Ltd.
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How do you build walls that open seamlessly to the beautiful landscape outside? You start with
a window and door company that works tirelessly on new ideas. We'll show you innovations like lift
and slide door technology that raises the standard of a tight door seal, and door systems with bi-fold
panels that stack against a wall or pocketing multi-slide panels that disappear completely. We'll even
give you ways (o turn the corner of a room into a marvel of glass with a view. Doors that open up
new possibilities - it's one of the many benefits of craftsmanship without compromise.
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Woodford 22 series

Model V22

Also available
in horizontal
configuration,
shown below

™

OUTSIDE

Hot AND cold water outside...what a concept!
Woodford Model 22 hot/cold faucets make
washing dogs, cleaning garages, filling kiddie
pools and sparkling windows a breeze. And,
these maintenance-free faucets won't freeze
and burst in sub-zero weather...even with

a hose attached. Offer homeowners the
Woodford Model 22; it’s an easy upgrade that
will delight your customers.

WOODFORD

N

WOODFORD MANUFACTURING COMPANY

Excellence. Always.

800.621.6032
www.woodfordmfg.com
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The Great Divide

When it comes to the housing market, builders walk the line
between being cautiously optimistic about entry-level profits
while still bracing for a possible economic downturn.

By Joe Bousquin
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NAHB INTERNATIONAL BUILDERS' SHOW®

Rates™ start at: GET REAL BUSINESS SOLUTIONS
$100

HARE) T SEE THE LATEST PRODUCTS
$175

Non-members
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REGISTER NOW AT




JANUARY 17-23 | NAHB MEETINGS
JANUARY 18-20 | PRE-SHOW LEARNING
JANURRY 21-23 | IBS EDUCATION & EXHIBITS

PRE-SHOW LERRNING

New for 2020 Master Workshops | Monday, January 20
Previously known as Master Sessions, these advanced, 3-hour workshops dig deep into
specific industry topics such as Digital Transformation and Customer Service.

NAHB Education Courses | Saturday, January 18 - Monday, January 20
Sixteen courses held before the start of IBS 2020. These one-day courses will give participants
the chance to increase their skill sets by delving deep into industry topics, all while earning CEUS.

Check out BuildersShow.com/preshow to learn more.

BUILDERSSHOW.COM
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OSHA Compliant
Guardrail and
Stair Rail Systems

Safety Boot®

Guardrail System

« Simple, Affordable & Reusable

« Residential, Multi-Family &
Commercial Applications

+ Unique Free Standing Design

+ Keep Post Attached For Reuse . .
On Next Level Or Project StrlngerShleId

Featured on osha.gov website! Stair Rail System

« Non-Penetrating Design
 Rugged Steel Construction
« Exceeds OSHA Regulations

—
1.800.804.4741
safetyboot.com

———

design | 3D | materials lists

“... you guys got this right, the program is awesome...
SoftPlan is the best and | have used them all..”

Andrew Bozeman, Montgomery, AL

ARCHITECTURAL DESIGN SOFTWARE

free trial: www.softplan.com or 1-800-248-0164
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VISIT BOOTH SU1448 ©
& Meet Special Guest:

'Joseph Lstibdrek RO amis

Ph.D., P.Eng., ASHRAE Fellow

A legend in the building industry,

Joseph Lstiburek is a forensic engineer,
building investigator, building science
consultant, author, speaker, and widely @ :
known expert on building moisture control,

indoor air quality, and retro-fit of existing
and historic buildings.
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WE BELIEVE GREAT PRODUCTS
LEAD TO GREAT BUILDING DESIGNS.
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IS YOUR IMAGINATION.
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*COVERAGE AS
EASY AS 1-2-3.

IT"S A REPUTATION-SAVING, INFILTRATION SOLUTION.

When your reputation is on the line with every build, 2
you need coverage from the bottom up. Protect your
homes and your name from infiltration damage with
the VersaPan” Sloped Sill Pan from Endura Products. www.enduraproducts.com

Builder

Content Licensing for
Every Marketing Strategy

Marketing solutions fit for:

Outdoor | Direct Mail | Print
Advertising | Tradeshow/ POP
Displays | Social Media | Radio & TV

Leverage branded content from
Builder to create a more powerful and
sophisticated statement about your
product, service, or company in your
next marketing campaign. Contact
Wright's Media to find out more

about how we can customize your
acknowledgements and recognitions to
enhance your marketing strategies.

Call Wright’s Media at 877.652.5295, visit our
website at wrightsmedia.com/sites/hanleywood
or email us at hanleywood@wrightsmedia.com
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THE SMARTEST

THE AEROTHERM® SERIES HEAT PUMP WA
FROM BRADFORD WHITE.

Your homebuyers are looking to lower their utility bills. So encourage
them to upgrade to an AeroTherm® Series Heat Pump Water Heater.
It will quickly pay them back with:

Average Annual Savings of $300 a Year*!
ENERGY STAR® qualified for year-round savings.

Money-Saving Rebates.
Qualifies for many state and local utility rebates and tax credits.

Exceptional Flexibility.
With 4 operating modes, your homebuyers can choose the
efficiency and performance they want.

The Smartest Upgrade: Encourage your homebuyers to upgrade
now to the AeroTherm® Series. It will quickly pay for itself in energy
savings.

Find out more about the AeroTherm® Series at:
bradfordwhite.com/aerotherm

FOR&PRO

=
BRADFORD WHITE'

WATER HEATERS — BRADFORD WHITE IS —
AME=RICAN o

*Based on DOE test procedure and comparison of a standard electric tank water heater using 3493 s I RON G

kWh per year vs. the AeroTherm® Heat Pump Water Heater using 1003 kWh per year and national
average electricity rate of 12 cents per kWh.

©2019, Bradford White Corporation. All rights reserved. BWBLDR1219



Two Publics
Become One

IG MERGERS AND ACQUISITIONS IN HOME BUILDING INCLUDE

at least two stories. One is about the deal itself, and the other

is about consolidation, concentration, who’s for sale, who’s
buying, etc. The $2.4 billion combination recently announced as
Taylor Morrison agreed to purchase William Lyon Homes is no
different. It’s a relatively rare, public-to-public merger by one of
home building’s more dynamic organizations of the past five years,
with implications for both public peers and privately owned players
who happen to play in Taylor Morrison’s suddenly massive foot-
print of markets stretching from coast to coast.

We'll speculate on what the deal—which signals the moment is
ripe for M&A activity in the current economic environment—
means in the world of single-family housing and community devel-
opment, and why that matters for decision-makers, investors,
operators, and myriad industry partners.

In an agreement that would enable Taylor Morrison to leapfrog
KB Home into the No. 5 spot in our Builder 100 rankings, the home
builder in November announced its move to buy 65-year-old
William Lyon Homes. Sheryl Palmer, Taylor Morrison CEO, told
me this is the right fit at the right time for a firm that’s grown fast
with six meaningful acquisitions since its IPO in 2013.

One of Palmer’s points about timing is that, after 2018’s big—pos-
sibly temporary—backslide in momentum and continued talk of a

~ FROM THE EDITOR

possible 2020 recession (see p. 50), acquisition
target prices may have moved off their peak
levels. And the Fed’s signals that it may have
reached an equilibrium level for its prime lend-
ing rates may also factor into deal flow timing.

Cost of capital in Japan, China, and Canada,
from which we’ve seen a number of strategic
buyers in the past several years, also continues
to be lower than it is for those who access the
U.S. debt markets.

As signs come clearer that there may be con-
tinued headroom for U.S. housing momentum—
especially if builders and developers can bend
buyers’ cost curves lower and open up homeown-
ership to more first-time and entry-level custom-
ers—big players have a renewed appetite for
extended land pipelines, deeper local scale, and
more lower-priced product for their portfolios.

Now let’s review a few would-be seller moti-
vators. The macro trend to note here is the home
building world, as we’ve known it, is shrinking,
where fewer more powerful players account for
a greater volume of new-home sales activity.

Small-cap publics—namely Green Brick
Partners and New Home Co.—rank high on
target lists because their nimbleness and abil-
ity to scale their business and operations mod-
els are constrained by a shorter leash on
capital. This makes it harder to be agile and
long-term value-focused when quarter-to-
quarter financial interests carry so much
weight. Private builders in the top 10 on our
Local Leaders new-home market list, and with
strong exposure to entry-level or first-time
move-up buyers, may look at now as a moment
to sell, if only to access the kind of capital they
will need if they want to go back into land
acquisition and development mode.

Age demographics are also a motivator.
Many private firms are family-run, by princi-
pals who've reached “a certain age,” and they
may need a succession plan that doesn’t
involve a family member.

It may not be one of the busiest M&A
periods in terms of volume, but it’s certain
more deals are ahead. B

John McManus
Editorial Director,
Residential Construction

12 BUILDER « DECEMBER 2019
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MORE DRILLING, CUTTING
AND MEASURING.

LESS DIGGING FOR REGEIPTS.

Purchase Tracking. A benefit you’ll really dig.

Purchase Tracking is another way we’re looking out for your bottom line.
It saves Pros like yourself time, by organizing purchases and simplifying
tax preparation. And as any accountant will tell you, time is money. Plus,
Pro Xtra members gain other, extra benefits like Volume Pricing, Exclusive
Offers, Text2Confirm Purchase Authorization and more.

Ready to talk about joining? Visit your local Pro Desk for membership
details or go to . Then download The Home
Depot Mobile App for easy access to your Pro Xtra account and benefits.



FORTRESS

— RAILING PRODUCTS —

FortressRailing.com | 844.909.2999

CABLE RAILING | INSTALL MORE. FEAR LESS.

Growth in the cable railing sector continues to outpace other types of railing.
Customers want it, but fear it's difficult to install, expensive, and can be dangerous
to small children. Enter Fortress Railing Products with our innovative solution. With
both our H-Series and our V-Series, not only is it affordable but anyone can install it.
Fortress Cable Railing is simplified, panelized and durable. Both the H-Series and
V-Series offer modern styling with welded construction and stainless-steel cable
components. Common steel brackets and posts allow full compatibility with our top
selling Fe? Railing. And what's mostimportant is that households with small children
can still enjoy cable rail views with our V-series line without the worry of climbability.

SIMPLE. AFFORDABLE. DURABLE. SAFE.




ADVERTISEMENT

FORTRESS

BUILDING PRODUCTS

NEW DIRECTIONS FOR DECKS AND RAILINGS

Manufactured products offer consistent quality, fewer warranty issues
and a wide variety of design choices.

Site-built wooden guardrails used to be
the rule on residential decks. However, as of
20109, they had fallen to roughly 40% of the
market, according to a report by Principia
Consulting. And while 40% of a $2.1 billion
market is still considerable, that percentage
continues to shrink. Site-built wooden rails
may eventually become a specialty product
like custom-made doors.

That's already happening in places. Reading,
Pennsylvania contractor Matt Breyer says
that few homeowners still want wood. "We
might build five wooden rails for every 100
decks! The rest of the market is manufactured
products made from metal, wood-fiber
composites and even glass. Their popularity
might seem unlikely—a site-built wood rail can
be 1/3 the cost of a manufactured rail—but
cost isn't everything.

REAL BENEFITS FOR BUILDERS

Not only do manufactured railings take less
time to install, making them a viable solution
for contractors short on help, but the quality is
more predictable than custom railings built in
the weather.

Building inspectors also prefer manufactured.

That's because code requires that all guards—
including deck guardrails—be able to resist
alive load of 200 Ibs. in all directions, but it
doesn't specify how to achieve that.

Glenn Mathewson, a code consultant and
Founder of the BuildingCodeCollege.com, says
that he and a coalition of deck industry people
have submitted structural details for site-built
guardrails to the ICC for consideration in the
next code update. In the meantime, many
manufactured products have been tested
to ASTM D7032, which certifies that they
meet the 200 Ib. requirement. “That gives the

building inspector assurance that the product
will resist the code’s loading, he says.

MEETING DESIGN TRENDS
But the biggest reason for these products’
rising popularity is the aesthetic choices they
offer. James Moylan of Design Builders, Inc.in
Laurel, Maryland wrote in a recent blog that
customers are using railings to make "big design
statements! and that glass panels and cable rail
are especially popular. "These are great if you're
trying to preserve a view or if you just want a
contemporary, clean, streamlined look”

Manufacturers are driving the trends.
Fortress Building Products—which makes
aluminum, glass-panel, iron and cable rail
products—publishes a guide to help buyers
to mix and match materials by walking them
through the process of choosing infill panels,
then posts, then personalized touches like
designer caps and lighting.

Some contractors like to blend custom and
manufactured elements. Bobby Parks of BP

Consulting and Design in Winston Salem, North
Carolina was in the custom deck business for
25 years (he is now an industry consultant) and
was known for railing systems that combined
materials such as wood, aluminum and PVC.

PRODUCTION BUILDERS TAKE NOTICE

Production home builders looking to provide
upgrades, differentiate their homes, and meet
outdoor living trends are taking a closer look
at decks.

Tim Kampert, a building performance
specialist with IBACOS, a quality assurance
firm that works with production builders
across the U.S, says that a lot of production
builders save money by not adding decks
to the homes they build. However, Kampert
says that production builders who do include
decks with manufactured railings see them
as a quality advantage that brings happier
customers and fewer warranty issues. "The
craftsmanship is better since the units are
manufactured in a controlled setting”

For more information about deck and railing products

'https//www principiaconsulting.com/category/industry-expertise/railing/

hAW

for home builders, visit FortressBP.com.

Produced by Hanley Wood Strategic Marketing Services Group
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It’s Hard To Stop A Trane:

Find out more at trane.com/builders
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it’s Hard To Stop A Trane:

ADVERTISEMENT

HIGH PERFORMANCE HOMES

Differentiate your homes with whole-home wellness, comfort, and affordability

Inviting the region’s top dignitaries,
Department of Energy executives and
Realtors to tour the grand opening of a
model home on the year’s hottest day may
not be the smartest idea. What chance
does the builder have of wowing influential
market makers when the walk-through is a
steam bath?

Plenty, actually. Because this house
interior stayed within two degrees of the
70-degree set point in spite of constantly
opening doors. Just as important, the
dignitaries and guests experienced a level
of whole-home air quality that might be
expected from a home many times this
one’s upper $300s price point.

This was all thanks to a single 2-ton
variable speed zoned HVAC system. No
3-ton. No need to over-spec tonnage to
keep owners happy on extreme temperature
days. “l can spec a multi-stage, two-ton
HVAC system for layouts up to 3,000
square feet. | have an independent Manual
J calculation that proves it,” explains Jay
Epstein, the award-winning home builder
behind Walnut Farm, Virginia’s first zero
energy-ready home community.

Welcome to building science in action.
Sophisticated mechanical strategies once

hAW

reserved for commercial construction now
offer profit-minded homebuilders like Epstein
a powerful selling edge.

EXCITING TIMES

For years, evolving code and building
practice have resulted in ever-tighter homes,
says David Maruna, an executive at Ingersoll
Rand, parent company to Trane, a historic
HVAC product manufacturer. Unfortunately,
best practice for designing HVAC solutions
hasn’t kept up with exterior envelope
construction. That lack of coordination often
results in a needlessly costly, let’'s-overspec-
just-to-be-on-the-safe-side HVAC system
which can lead to pre-mature failures, as
well as comfort issues, which result in costly
call-backs for builders.

“You expect to see advanced
mechanicals and design features in high-
end luxury homes. Today we’re seeing it
in sub-$400,000 homes. This is definitely
a tipping point for the high performance
housing industry,” Maruna, a former U.S.
Navy SEAL, explains.

WHY NOT NET-ZERO READY?
The hitch: Just how do you bring those
proven ideas to work for affordable
home builders? A growing circle of home

builders have found a way, says Maruna.
“Home builders in Minneapolis, Austin,
Texas, Williamsburg, Va. and other

regions now engage experts in manual J
load calculations and the coordination of
products, manufacturers, and installers.
Who says a home builder can’t offer healthy,
net-zero ready homes at popular prices?”

Maruna says his company will soon offer
home builders a consultative service called
Tranquility by Trane. Tranquility presents
builders with scaled whole-home approach
to build a healthier, high-performance home
affordably. The service will include load
calculations, coordinating with other building
envelope manufacturers, and facilitating
relationships with installers, testers and
raters without the price tag expected in a
consultative relationship.

“Tranquility is an opportunity for local,
regional, and national home builders to
leapfrog competitors with a unique whole-
house solution that delivers a healthier, high-
performing home,” Maruna says.

How high performance? Home builder
Epstein promises energy bills that average
just $1.50 a day.

To learn how Tranquility by Trane helps differentiate your brand with
whole-home comfort, wellness, and affordability, visit trane.com/builders.

Produced by Hanley Wood Strategic Marketing Services Group



Notable news, trends, and data from around the industry

by
BUILDER
STAFF

Bob McLeod Masters
Master Planning

NEWLAND FOUNDER BOB MCLEOD’S APPROACH TO
communities that marry the essence of a place
with the dreams of its inhabitants evolved art,
science, and alchemy as developers’ tools. To
honor his decades-long career and contribu-
tions to the industry, in October he received the
Master Plan Hall of Fame award at the Future-
Place conference in Miami.

McLeod’s gracious, gentle side is no act, and
the think-before-you-speak deference is real. Still,
people who've worked with him for years report
flashes of an alter-ego. McLeod, who founded
and built one of the most powerful and meaning-
ful brand names in American residential real
estate, has known precisely when and how to
turn loose a tenacious, uncompromising warrior.
On getting to know him, one finds that trait to
be just as authentic as his diffident humility.

“You'd see it in charettes when we’d set the
level of ambition for what we needed to do to
make a new community the kind of place it
could be,” says an executive close to McLeod,
knowledgeable about the development secret
sauce that has become Newland’s hallmark
since its founding in 1985. “Then, finance and
operations folks would start clamoring for more
density to monetize the parcel. I remember him
slamming his fist on the table and saying, ‘No!
We’ve got to prove that this place is real if we
expect people to feel drawn to it over the next
10or 15 years.” The devil was in the details, and
no detail was too trivial for Bob to ignore. He’d
look at a native tree and its canopy in a partic-
ular spot on an undeveloped tract, and he’d see
something there, something magical few of us
had seen. Perhaps, under that tree, a young
couple might experience their first kiss.”

That’s a master at master planning.

Whenever the business came to decisions,
intention, and investment that relates to mak-
ing a place for people, McLeod’s unwavering,
iron-willed self could be counted on to rear up.

Newland executive chairman
Bob McLeod accepts the
Master Plan Hall of Fame
award from Meyers'
Research managing principal
Tim Sullivanin October at
FuturePlace in Miami.

“Each Newland community is different,” says Teri Slavik-Tsuyuki, a
well-known residential community strategist who served under McLeod
for 11 years as head of marketing at Newland. “Each starts with founda-
tional questions: Who will live here? How will they want to live? What’s
it like to live here? Everything we did was on purpose. Over the years,
people came to see that there was a Newland way of doing things.”

For McLeod, who recently shifted to a consultative and advisory role
as executive chairman, master planning involves mastery of a never-
ending mindful pursuit. It’s both what he loses sleep over and awakens
others to by the force of his yin and yang nature, an evolving equilibrium
between people’s most profound needs to flourish at home, and a parcel
of land’s most basic requirement for regeneration and vitality.

“Who’s always the most important person for a business?” asks McLeod
as he reflects on the company, the industry, and the community-making
practice he cultivated and grew during an influential half-century career
trajectory. “It’s the customer, right? Well, the other thing we discovered was
how to recognize who customers were going to be, what they value, what
changes, and what stays the same as it always was.”

Born in Cleveland, McLeod graduated in 1965 with a degree in
business administration from the University of California at Berkeley.
In the late ’60s, he was working his way up in business management at
Chrysler Corp. dealerships, where he was “helping them better under-
stand their market and how to match the product, whether it be new car
sales, service, resales, financing, etc., with their local market area,” he
says. “We showed them how to make money by looking at marketing
reports, competitive data, marketplace characteristics, and segmenta-
tion insights, and all of this was kind of new to these guys. We got a
reputation for doing well at that and it led to a district business manager
job in Los Angeles.”
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OUR BUILD"
IL OR HIGH

WATER, FIRE OR HEAT

Our portfolio of structural solutions is engineered to proactively defend
the jobsite and the home. Defend Your Build”at LPCorp.com.

© 2019 Louisiana-Pacific Corporation. A
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LEADING THE CHARGE
IN SUSTAINABLE ENERGY

LG Chem'’s advanced lithium-ion battery solutions are used in a wide range of
energy storage applications to power change for a sustainable life.
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His success drew outside attention, and he moved to mechanical
contracting firm University Industries in 1969. In 1972, he joined
Mondex, a diversified real estate company, as vice president of land
planning and development. Eight years later, he returned to Univer-
sity Industries as vice president of residential development until
1982, when he became president and CEO of Genstar Southwest, a
subsidiary of Genstar U.S.

As he worked in real estate with civil engineer and land planning
and construction maven Zev Cohen in Florida in the early 1970s,
Cohen set McLeod to work bringing his first parcels of land online.
““You have to get entitlements to develop these pieces of property,” Co-
hen told me,” recalls McLeod. “I said to him, ‘What’s an entitlement?”

He would learn. And, in time, he would discover where his under-
standing of what motivates customers converged with the art of
bringing raw land across multiple processes and workflows to where
people would be motivated to live there. McLeod then added a third
leg to his career-signature stool: Timely capital partnerships.

From his Genstar perch, McLeod formed The Newland Group as
Houston-based American General partnered with him to buy Gen-
star’s U.S. property portfolio in 1987. The American General partner-
ship dissolved in 1994, and McLeod recast Newland and began
managing new residential project opportunities. The firm received
impetus from an initial allocation of $60 million from the California
Public Employees Retirement System (CalPERS), which is widely
vested in real estate. The name was changed to Newland Communi-
tiesin 1999. A year later, the company, along with Institutional Hous-
ing Partners, purchased Genstar Land Co. By the end of 2002,
CalPERS’ investment to Newland had grown to over $500 million.

In the ’90s, the CalPERS relationship “was all about helping the
builders reboot coming out of a downturn,” says McLeod. “We teamed
up around new ideas that it would be more sustainable for everybody
if we expanded the land parcels, and in one large community offered
seven different price points in different neighborhoods, with different
builders doing their best product in each price point.”

In 2010, CalPERS strategists pivoted toward exiting residential
development. Meanwhile, one of Japan’s largest home builders, Sekisui
House, began its foray into North America. That year, Newland and
North America Sekisui House acquired a 492-acre addition to master
plan community Cinco Ranch in Houston, with more project partner-
ships to follow. As distinct and different as are the business cultures and
pedigree, the firms align on two non-negotiables in their communities:
placing customers at the center of their goals, and insisting on sustain-
able, constantly improving quality in their work.

Today, Newland’s numbers speak for themselves. Thirteen states,
31 active communities, 143 mixed-use projects, and 115 projects
completed, and still McLeod believes the art, science, and alchemy
of communities are in their early learning curve days.

“We have all of this sophisticated data now that can tell us who a
consumer is and what makes them tick,” McLeod says. “But in this busi-
ness, all of that is always changing, so the biggest challenge continues
to be who will that consumer be 10 years from now, and how will they
want to live their lives? I believe they’ll want community, even more so
than they’re going to want this house or that house. The connection—to
each other inside and outside their homes, and to nature and resourc-
es—is what master plan communities do well.”—JOHN MCMANUS

BUILDERONLINE.COM

DEFEND AGAINST
WATER AND
WASTED TIME

Introducing an innovative air and water
barrier, the newest member of our portfolio of
structural solutions. Defend jobsites and help
deliver a continuous exterior barrier for a tight
envelope and long-term home energy efficiency.

Defend Your Build™
LPCorp.com/WeatherLogic

LP WeatherlLogic

AIR & WATER BARRIER

© 2019 Louisiana-Pacific Corporation. All rights reserved.
LP is a registered trademark of the Louisiana-Pacific Corporation.
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New Standards

Quadrant Homes renews
its standard smart home
tech package

Quadrant Homes, a member of the
TRI Pointe Group, has introduced the
third iteration of its standard smart
home tech package, HomeSmart, to
be included in all of its newest homes.

The Bellevue, Wash.-based builder
was among the earliest to incorpo-
rate smart home technology into
its newly built homes as a standard
feature. Existing HomeSmart tech
package features include the Ring
Pro Doorbell, Caseta voice-controlled
lighting systems, a smart learning
thermostat, and a Wi-Fi enabled
front-door lock.

For the third iteration, Quadrant
Homes has made EV outlets, avail-
able as an upgrade option since
2011, astandard feature in all new
homes. And regardless of whether
buyers have electric vehicles, all
homes will be pre-wired to support
a Type 2 charger.

The builder has also introduced
the eero Home Wi-Fi system, which
uses TrueMesh technology to
provide fast, consistent Wi-Fi across
the entire home, and partnered with

Courtesy Quadrant Homes

Amazon to provide a suite of Amazon
Echo devices, including the Amazon
Echo Show 5. Also included is
Amazon Expert Activation, which will
assist homeowners in connecting
their appliances and devices to the
Echo system.

Additional smart features are
available as upgrades, including
automated window shades and Wi-Fi
enabled garage door openers.

“Seattle is one of the most
tech-savvy markets in the country,
and our buyers want to be a part of all
that innovation—some of them even
work at those major tech companies,”
a Quadrant Homes spokesperson
says. "In the two years since we intro-
duced our groundbreaking home tech
package, we have already updated
it twice with really exciting new offer-
ings. It may present some operational
challenges to do that, but it's the only
way to go if you want to stay ahead
of the market.”

Quadrant’'s most recent develop-
ments include new townhome
communities at Vareze, close to
Google and Tableau in Kirkland,
Wash.; and Lario, located in Bellevue's
new Spring District. Both communities
are expected to openinearly 2020,
and will include the new suite of smart
home features.

“We are driven to build homes that
arrive in the future, just ahead of
what the buyer expects,” says Ken
Krivanec, president of Quadrant
Homes. “We are excited to define the
new standard."—MARY SALMONSEN

BUILDERONLINE.COM

DEFEND'AGAINST
HEAT AND
HIGH BILLS

Defend against radiant heat with the original,
#1 brand of radiant barrier sheathing so
homeowners can reduce monthly cooling
costs for smarter energy efficiency.

Defend Your Build™
LPCorp.com/TechShield

LP TechShield

RADIANT BARRIER

© 2019 Louisiana-Pacific Corporation. All rights reserved. LP and TechShield
are registered trademarks of the Louisiana-Pacific Corporation.
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DEFENDIAGAINST
FIREWITH A
Lakewood Ranch No. 1in Housing Starts SPARK OF GENIUS

LAKEWOOD RANCH—A 31,000-ACRE, AWARD-WINNING MASTER PLANNED Defend your build against extreme flames
community located in Sarasota and Manatee counties on the west so you can meet code, exceed expectations,
coast of Florida—was No. 1 in the U.S. for annual housing starts for and give homeowners peace of mind.

the third quarter of 2019.

Lakewood Ranch’s 1,467 new-home starts exceeded those of other Defend Your Build™
top-selling communities in Florida, Nevada, Arizona, and California. LPCorp.com/FlameBlock
And it’s not the first time the ranch has been in the pole position.

“This is the second quarter in a row that LWR has claimed the
top spot,” says David Cobb, Metrostudy regional director for the
South Florida, Sarasota, and Jacksonville markets.

Some of the nation’s top builders are working on the ranch’s 17

actively selling villages, including the three newest additions:
Kolter’s Cresswind, The Palisades from Freedom Homes by D.R.
Horton; and Woodleaf Hammock, featuring M/I Homes and
Meritage Homes. Prices at the ranch range from $200,000 to $1
million, with a product mix that includes condominiums, paired
villas, and single-family homes.

The buyers are coming from in-state as well as from New York,
New Jersey, Pennsylvania, Virginia, and Maryland. At the ranch,
more than 25% of new-home sales come from existing homeowners
who are on their second, third, and even fourth home.

“As acommunity builder, this is a very rewarding statistic, as it tells
us that our residents have truly made Lakewood Ranch their lifelong
home,” says Laura Cole, senior vice president at LWR Communities.

The ranch is also trying to reach beyond home sales to keep cus-
tomers satisfied by organizing social functions including an expanded
farmers market, a “mindful triathlon,” cornhole leagues, food trucks,
house tours, and other club-related events.—SCOTT SOWERS

LP FlameBlock:

Courtesy John Unrue FIRE-RATED SHEATHING

© 2019 Louisiana-Pacific Corporation. All rights reserved. LP and FlameBlock
are registered trademarks of the Louisiana-Pacific Corporation.
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The relationships you forge today will influence the
success of your business tomorrow. Your legacy is yours to make.

Start building your network

at Nahb.org/join
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BUILOEz STRENGTH

A COALITION OF THE NATIONAL READY MIXED CONCRETE ASSOCIATION

WHAT HOME BUILDERS NEED TO KNOW ABOUT
THE FUTURE OF ECO-FRIENDLY CONCRETE

New solutions increase strength, curb carbon emissions.

Robert Niven, CEO and founder of CarbonCure | Courtesy CarbonCure

Sometimes, the best solutions to the
world's biggest problems are also the
simplest. That's the case with new, eco-
friendly concrete mixes, which are rapidly
evolving to combat climate change.

Take Nova Scotia-based CarbonCure, a
company that allows ready-mix concrete
producers to inject carbon dioxide into their
recipes, which simultaneously reduces their
emissions footprint while increasing strength by
as much as 20%. It does so by adding a "snow”
of recycled industrial CO,, to the mix, which
instantly mineralizes and is trapped, forever,
inside the concrete. Due to the increased
strength, ready-mix firms can use less cement—
the largest source of carbon emissions in
concrete —to reduce their carbon off-gassing
even more, with no reduction in quality.

Why is that a big deal? Because while
energy-efficient buildings have reduced
environmental impacts once they're built,
the same can't be said for the building
process itself, including the manufacturing
of construction materials. Indeed, the built
environment now accounts for 40% of all
CO, emissions globally, with cement alone
contributing 7%, or nearly one-third of all
industrial emissions.

Put another way, these "upfront” or
‘embodied” emissions represent half of the
CO, footprint of buildings today. That means
you can build the best, most energy-efficient
home on the planet and still only address half
the problem.

“It's a blind spot within the construction
industry” says Robert Niven, CEO and

founder of CarbonCure. "Everyone's looking at
renewable energy and energy efficiency, but if
we don't target embodied carbon, all the other
work will be for naught!

The good news is, CarbonCure and other
firms such as Blue Planet, Solidia, CarbiCrete
and HeidelbergCement Group are rapidly
deploying solutions to make procuring and
using eco-friendly concrete easier than ever
for builders.

CarbonCure's system can be installed
at a ready-mix plant in a single day, with no
cost or production stoppage for the plant
itself. The firm, which is backed by Bill Gates'
Breakthrough Energy Ventures fund, now has
150 locations in the U.S. and Canada, and
recently expanded into Asia.

Ready-mix companies pay CarbonCure
to license the technology, but the reduction
in cement offsets those fees, which means
the overall price of the concrete remains the
same. "It's a win-win/ Nevin says.

Meanwhile, cities and states are
quickly moving to bolster the use of
eco-friendly concrete. At the 2019 U.S.
Conference of Mayors meeting, the group
adopted a resolution to urge its 1,400 city
members to source eco-friendly concrete
in public projects.

"This is something that's evolving extremely
quickly” Niven says. "Many of your readers may
not have ever heard of this process before, but
soon, it will just be the industry standard. The
fact is, we don't have to compromise to affect
climate change. You can get the same or
better product, with a lower carbon footprint,
for the same or better price”

Sounds like a remarkably simple approach
to a complex, global problem.

To learn more about building with concrete visit BuildWithStrength.com.

Produced by Hanley Wood Strategic Marketing Services Group
sms.hanleywood.com
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COVERED PORCH
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- Party With

e the In-Laws

RECREATION ROON

T T Why multigenerational layouts also make
the best entertaining spaces

MAN LEVEL ALOOR PLAN

by AURORA ZELEDON

ERE’S A FRESH TAKE ON MULTIGENERATIONAL DESIGN: MAKE

it fun. Instead of the usual locations above a garage or

banished to the basement, the guest suite in this upscale

[ home plan is integrated within the main floor. And also unlike most

[ plans with in-law apartments, this one includes expansive room for

entertaining. Just take a look at the kitchen island, which rivals the
one in the main part of the home for space (including room to seat
five). A cozy fireplace adds ambiance, just like in the main great

MASTER SUITE
15X 98

o~ room. And visitors even get a private covered porch.
e
LHH{ Also ready to party is the spacious recreation room on the right
— side of the home—no need to trek upstairs to a bonus space when

BoRus

frax iz challenging visitors to a game of pool. Connected storage space
comes in handy as a place to stash seasonal decorations or other
household supplies.

s L Of course, a plan with guest accommodations this spacious may
tempt the homeowners to claim the suite as their own. Given how
smooth that would make aging in place, why not?

See more house plans with impressive guest suites at go.hw.net/
BD1219-plans. B

G PLAN #117-879

View and browse plans at builderhouseplans.com.

SQUARE FOOTAGE DIMENSIONS 5-seT
4,459 88'6"X 82'6" $1,400
BEDROOMS FOUNDATION REPRO
5 Crawlspace $1,300
BATHROOMS CAD
4.5 $1,500
PDF
$1,500
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Designed to

perform beautifully.

All-new CrystalDry™ technology in Bosch dishwasher '

BOSCH

Invented for life

and the FarmFresh System™ in Bosch refrigerators deliver

both form and function.

The ultimate clean.
The ultimate dry, including plastics.

Get 60% better drying results* with our patented
CrystalDry™ technology.

*Based on aggregate average drying performance of Bosch Dishwashers with CrystalDry™
on combined household load including plastics, glass, steel, and porcelain as compared to
Bosch Dishwashers with PureDry™. Drying performance may vary by dish type.

© 2019 Bosch Home Appliances | www.bosch-home.com/us

Preserve the foods
you love up to 3x longer.**

Automatic temperature & humidity control with
the FarmFresh System™ take the guesswork out to
keep your food fresher, longer.

**As compared to a Bosch refrigerator without FarmFresh System™. Results may vary among

different foods.
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Form and Function

The latest kitchen and bath fixtures break
the mold in design and operation

by MARY SALMONSEN

A ELKAY

The newest iteration of Elkay's commercial ezH20 bottle fillers is the ezH20 Liv, made for
residential use. It is designed to fit between two wall studs, and may be placed anywhere in a
new or existing home with access to water and electrical hookups. The dispenser is sensor-
activated, with an automatic, timed shut-off to prevent accidental spills. Its long-lasting filter
is NSF-certified to reduce lead and other harmful contaminants. Optional features include a
drain connection from the drip tray and a safety lock preventing unsupervised use. elkay.com

< KOHLER

The Betello two-piece toilet is equipped
both with Kohler's Revolution 360 flushing
technology, whichrinses the entire bowl
surface, and ContinuousClean, which
dispenses a small amount of toilet bowl tab
cleaner during each flush. The CleanCoat
surface treatment repels water and dirt, and
prevents the formation of bacteria, mildew,
and mineral deposits. The toilet is WaterSense
labeled, and features a separate skirted
trapway that enables the same installation
process as a non-skirted toilet. kohler.com
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v LENOVA

The FSTO1SS Freestanding Tub Faucet

is crafted from 304 stainless steel and
features a bold, angular transitional design
that is at once sculptural and modern.

The spout stands 40 inches tall, with an
11 %e-foot reach, and requires a minimal
footprint, recommended for small spaces.
The faucet has zero lead content, and
includes a ceramic cartridge to prevent drips.
The fixture offers both a tub spout and a
handshower attachment. lenovasinks.com

3
|
<

v ISENBERG DESIGN LAB

The Infinity Wall Mount Faucet breaks from
traditional bath faucet placement with a wall-
mounted spout designed to frame a bathroom
mirror on either the left or the right. The full
fixture measures 34 inches high with dual
mounting brackets, separate wall-mounted
flow and temperature controls, and a 9-inch
spout projection from the wall and into the
sink. The faucet features a hidden aerator for
cleaning, and operates at a flow rate of only
1.2 gpm. isenbergfaucets.com




BETTER HOME PRODUCTS

When Detalls Matter

Better Home Products hardware makes every room—in any house—superior. With a wide selection of coordinating
hardware, builders will find quality, contemporary designs, at affordable prices. From levers, to complementary bath
accessories and cabinet hardware, BHP offers builders the finishing touch needed to make their houses unique.

TIBURON COLLECTION

PASSAGE PRIVACY DUMMY
0 e ! ™
O —— b¢—]
TOWEL BAR PAPER HOLDER TOWEL RING

3
3

Available Finishes: Chrome, Satin Nickel and Dark Bronze

Matching Design and Finish Locksets and Bath Accessories

GREAT FILL RATE EXCELLENT QUALITY e SAME DAY SHIPPING FOR FAST DEALER DELIVERIES!
www.betterhomeproducts.com
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A HANSGROHE A KOVA

The Metris and Talis faucet collections now include a combination of KOVA Select, Katerra's new premium building product line, includes
two functions in the Select 2-Spray configuration. Users can pause a total of 24 new plumbing fixtures and modular system components,
the faucet's water flow using the Select button on the faucet head, which allow installers to arrange KOVA products in a variety of

or control and switch between spray modes—traditional and configurations. The line's fixtures—including a tub spout, kitchen and
laminar—using another button on the faucet head side. Both are bath faucets, wall- and ceiling- mount shower arms, and showerheads
available in HighArc or Prep configurations, and feature Hansgrohe's and handles—feature a slim, cylindrical design aesthetic. All are
QuickClean surface coating, which allows limescale and dirt to be CALGreen certified and are available in a polished chrome, satin
easily removed. hansgrohe.com nickel, or matte black finish. kovaproducts.com

Newly Re-Engineered for Serious Performance

~== \Venting Never. Looked Better

M syerWallVent

e The quality you've come to expect from the DryerWallVent just got a
major boost. Deep-draw manufacturing and a solid collection of new,
patent-pending features take this vent to a higher level of excellence.

Powder Coated

Visit DryerWallVent.com/NEW today to learn how advanced features
Heavy Gauge . S . :

like the gravity-assist damper and integrated magnets deliver
GalvamZEd Steel performance improvements that have made a great product even better.

_ 888-443-7937
INQWAIE 7.0..i0m0 DryerWallVent.com/NEW




IT'S NOT JUST ANOTHER DOOR SILL.
IT"S ASOLUTION POWERED BY ENDURA.

INTRODUCING THE NEW! REPLACEABLE DECK SILL.

At Endura Products, we don't just make exterior door components. We make solutions - like our Replaceable Deck Sill™ (RDS), the
first and only door sill featuring a removable sill deck that can be replaced in a few simple steps, putting an end to the costly and
time-consuming task of repairing and replacing damaged door sills or full door systems. But don't just take our word for it = RDS
has just been named Most Innovative Door Component for the 2018 Crystal Achievement Awards.

IF YOU AND YOUR CUSTOMERS ARE STILL PAYING FOR SILL DECK DAMAGE, YOU'RE PAYING T0OO MUCH.
STOP PAYING FOR IT AND START PLANNING FOR IT WITH RDS - www.enduraproducts.com/RDS

CRYSTAL EPOWBRlEJD YI!
- RAIN
2018 ACHIEVEMENT @«_—-.m.mmm

N/ AWARDS WINNER

www.enduraproducts.com



Illustrations
by

Jason
Schneider

IN 2012, HANLEY WOOD, BUILDER’S PARENT COMPANY, EMBARKED ON A
Vision 2020 editorial research initiative. It brought together renowned
experts representing 10 critical focus areas of sustainable design and
construction, with the goal to map a path and course of action toward
sustainability for the housing industry by 2020.

As we’re about to enter 2020, we at BUILDER couldn’t help but
wonder whether housing has followed that path toward sustainability as
predicted by our industry experts. As such, we caught up with a few of
the original Vision 2026 thought leaders to see how accurate their 2012
predictions were, and how they feel about the future of high-performance
housing in the years to come.

Reflecting on this editorial initiative with us are: Mary Ann
Dickinson, president and CEO of the Alliance for Water Efficiency,
and Peter Mayer, principal of Water Demand Management and senior
technical adviser at the Alliance for Water Efficiency; Sam Rashkin,
author, “Retooling the U.S. Housing Industry”; Alex Wilson, founder of
BuildingGreen and the nonprofit Resilient Design Institute, and Peter
Yost, founder of building performance consulting firm Building-Wright;
Michael Dickens, partner at IBACOS; and Anthony Guida, Edward Mazria,
and Vincent Martinez from Architecture 2030.
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Residential water consumption
continues to drop toward the goa
of 20 gallons per capita per day.
by Mary Ann Dickinson and Peter Mayer

“By 2020 our homes and communities
will consume much less water than
today, using the latest technologies
to record individual water use and
minimize waste. By combining high-
efficiency fixtures and appliances,
structured plumbing design, weather-
based irrigation controls, and graywater
reuse systems, residential consumption
will drop from 60 gallons per capita

per day (gpcd) down to 20.”

Today, our homes and communities
do use less water than in 2012, largely
through the installation of high-
efficiency fixtures and appliances.
While we have not achieved 20 gpcd,
the 2016 “Residential End Uses of
Water” study by the Water Research
Foundation found that average indoor
per capita use is now below 60 gpcd
and on a clear trajectory toward 40
gpcd or less. Water consumption data
assembled by the U.S. Geological
Survey further confirms the significant
declining trend in municipal water use.

To further extend residential water-
use reductions and build sustainability
in new developments, the Alliance for
Water Efficiency is promoting water-
neutral development concepts through
Net Blue to minimize water demand as
communities grow. The project includes
approaches communities can tailor and
customize to create a water demand
offset approach meeting local needs and
further reducing water consumption.

As we look toward 2030, a goal of
20 gpcd indoor residential demand is
within reach. Many people have already
adapted their water use to this level.
Additional efficiency is expected going
forward as new homes with structured
plumbing systems are builtand as
water providers use advanced metering
technology to detect leaks in the water
system and in customers’ homes.

Learn how to save more water at
allianceforwaterefficiency.org.



GODES, STANDARDS, & RATING SYSTEMS

Two things about my 2012 prediction: One, it was spot on. Two, the zero movement is part
of larger disruptive forces looming ahead. By Sam Rashkin

“By 2020, the housing industry

will adopt a ‘house-as-a-system’

perspective addressing energy-

efficient, healthy, durable, water-
conserving, and disaster-resistant pevformance.
As a result, new homes will be built zero-net-
energyready, withenergyloadssolow that small
renewable energy systemswill offset most or all of
thebalance of annual energy demand. Builders,
manufacturers, and architects will collaborate
to deliver these ultra-high-performance homes
in markets across the country. This market
transformation process will be driven by codes,
standards, and rating systems working together
toembrace proven innovations.”

There are over 22,000 zero-energy and
zero-energy-ready homes in the U.S. and Can-
ada, according to Team Zero, a coalition that
promotes a path to zero-energy homes. The
U.S. DOE Zero Energy Ready Home program
hashad certifications double for three straight
years and is set for growth in 2019. Some
states, like California and Oregon, have com-
mitted to zero-energy and zero-energy-ready
codes, with others on track or planning to
move in this direction. Our national energy

BUILDERONLINE.COM

codes have gotten more rigorous, providing a
solid foundation for zero-energy-ready perfor-
mance where annual energy consumption can
be offset by on-site or purchased renewable
energy. So, I feel good about my 2012 vision.

However, for the past six years, I've been
engaged in an unintended research project.
Based on my book, I invite builder executives
to events where we explore a framework for
optimizing the consumer experience. My goal
has been to ensure high-performance home
builders are positioned to be successful. Exten-
sive vetting of the content, feedback, and
ongoing research has informed a more com-
prehensive vision of the housing industry. It’s
clear changes are looming ahead, driven by
five crises converging on the industry.

First, the more-informed home buyer is
creating a consumer experience imperative.
Think of other products or services—if you
don’t deliver compelling, five-star peer re-
views, your business is at a disadvantage.

Second, affordability has reached its tip-
ping point. Nearly 80% of U.S. households
are living paycheck to paycheck, and 40%
cannot afford an unexpected $400 expense.

Even more compelling is the disparity in the
escalating costs of homes versus the slight
increase in household income.

Third is the pervasive skilled labor prob-
lem, which includes lack of availability, train-
ing, and quality, while costs keep rising.

Fourth, Labor Department statistics
reveal that all other nonfarm industries have
about three times more productivity gains
since the 70s. A McKinsey study reports this
productivity gap for the construction industry
adds up to $200 billion.

Finally, there is an innovation crisis as
housing lags behind other industries in lever-
agingdigital technology. The compelling ben-
efits of speed, quality, accuracy, efficiency, and
system integration can no longer be ignored.

So what disruptions loom ahead in re-
sponse to these crises? They are a transfor-
mation from a first cost to a consumer
experience-driven business model, with
mass customization that optimizes repeat-
able design building blocks integrated with
world-class expert solutions, off-site con-
struction, and software as a service providers
who deliver digital solutions to the industry.
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PRODUGTS & PERFORMANGE

A section-by-section look to see how much building products
and performance have evolved. by Alex Wilson and Peter Yost

By 2020, the rapid pace of change in residential design
and construction will transform building products and
performance. A sustained focus on both energy and
water will transform building science from the sidelines
to a leading role for both practitioners and manufacturers. Products
will be integrated into systems as a matter of course, and Vision
2020 builders and manufacturers will be as resilient as the homes
they design and build to the demands of both a new economic and

environmental climate.

GLOBAL WARMING
POTENTIAL OF BUILDING
MATERIALS

We predicted that the high
global warming potential
blowing agents used in spray
polyurethane foam (SPF) and
extruded polystyrene (XPS)
insulation would be replaced
with fourth-generation blow-
ing agents that have little or no
impact on global warming by
2020. We're glad to report that
we’re nearly there. The SPF
industry has now converted
to HFO blowing agents, and
the XPS industry is movingin
that direction as well. We may
not have completely phased
out the bad blowing agents by
2020, but we’ll be close.

INDOOR AIR QUALITY
AND TRANSPARENCY

We were correctin our pre-
diction that health impacts of
the indoor environment will
have gained more attention
by 2020. Since 2012, the Well
Building Standard has been
launched, which is sharpen-
ing our focus on the health

of ourindoor environments.
Manufacturers are increas-
ingly producing Health
Product Declarations for their
products through a growing
trend toward transparency.
Justas Anheuser-Buschis
now labeling ingredients on
Bud Light, more and more
building product manufac-
turers are now divulging what
exactly is in their products.
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ENERGY EFFICIENCY

In 2012, we predicted
continuing progress with
low-energy buildings, and
thisis happening at least in
certain places. Starting in
January 2020, new homesin
California will have to be
net-zero energy—meaning
that they generate as much
energy as they consume.
Thisis huge, especially
because California represents
such a large housing market
and because it often sets
trends that catch on nation-
ally. This is a big win for the
environment.

WATER EFFICIENCY

In 2012, we pointed out
what a huge challenge water
will become in many areas
and predicted that water
efficiency standards will
become more stringent.
The challenge remains as
great as ever, but Cali-
fornia—again leading the
charge—has adopted the
EPA WaterSense plumbing
fixture standards as state-
wide code. Thisincludes a
maximum 1.28 gallons per
flush for toilets, 2 gallons
per minute for showerheads,
and 1.5 gallons per minute
for bathroom faucets.
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RESILIENCE

While we didn’t address
resilience directly when we
wrote our predictionsin 2012,
not long after that Superstorm
Sandy struck the New York
City area and thrust resilience
onto the front burner. This
new focus on resilience adds
another significant design
criterion for our buildings that
will become more importantin
the years and decades ahead.
Itis now generally agreed that
the climate is changing, and we
need to be designing homes
and other buildings that are
better adapted to changing
conditions. Keeping their
occupants safe is a fundamen-
tal requirement of buildings,
and we are seeing increasing
focus on this today.

BUILDERONLINE.COM



BUILDING SYSTEMS

The significance of building science still holds-it is the
foundation of advancement in our industry. By Michael Dickens

“By 2020, every new home will
meet much higher performance
standards, delivering outstanding
comfort, indoor environmental
quality, energy efficiency, and value. Homes
will become more sophisticated in how they are
designed, engineered, produced, tested, sold,
and serviced—and movre like other advanced
products in our lives, such as our iPhones and
our cars. Building science will be at the heart of
the equation, understood and embraced by
everyone in the home building industry.”

Great strides have been made in recent years
to improve business processes across all facets
of the industry. Digital technologies and soft-
ware have contributed significantly to advanc-
ing building information modeling, which
continues to change the way we design and build
homes. Homes can be “toured” before they’re
built thanks to virtual reality, and with plat-
formslike Zillow and others, buyers can shop for
a home from the comfort of their couch.

In 2012, we said “building science is critical
to the future of the industry.” Building science is
now the foundation of advancement in our
industry. The building codes have leveraged
years of building performance research to justify
higher performance requirements in the 2015
and 2018 energy codes, and state and local juris-
dictions continue to push these limits based on
building science principles.

Codes have pushed performance, although
we see a shift occurring as higher energy-
efficiency targets become less cost effective to
achieve than adding renewable energy systems.
In California, for example, the state energy code
will require that all new homes, with some excep-
tion, be equipped with solar energy systems as of
Jan.1,2020. We are also seeing government and
industry organizations, state and local public
utility commissions, and utilities themselves re-
envision the electric utility grid. This is a funda-
mental shift in mindset to envision a net-zero
future on a broad scale.

Building science also is helping to drive inno-
vation within home building. With increasing
pressures to improve productivity and address

BUILDERONLINE.COM

the steady decline of skilled labor, housing pro-
viders are exploring new ways to improve the
efficiency of home design and delivery. To do so,
we need to balance performance, cost, and pro-
ductivity—and sound building science is essen-
tial to ensuring our homes will be comfortable,
healthy, safe, durable, and efficient.

Airtightness in homes continues to improve,
including awareness of the need to “build it tight
and ventilate right.” The EPA Indoor airPLUS
program has defined a path to achieve good
indoor air quality, and the International WELL
Building Institute is working to improve human
health and well-being in buildings.

We had thought traditional ducted HVAC
systems would become less effective at providing
ventilation, humidity control, and filtration.
Today, we believe forced air systems will remain
the dominant heating and cooling systems in
residential new construction. Yes, less air is
needed to condition homes due to the increase in
home energy performance standards, but every
room needs conditioned air. How we deliver and
feed air into each room needs to be innovative.

Energy Star has moved toward addressing
aspects of the operational performance of homes
by requiring some measure of commissioning
oversight of HVAC systems in certified homes.
While this isn’t measuring actual performance,
it goes further to ensure that the home will per-
form as designed. DOE has developed a Building
Performance Database to store actual perfor-
mance data for commercial and residential build-
ings, which could become a resource for creating
an operational “rating” system for homes. How-
ever, there’s little evident progress in the industry
to introduce something of this nature.

One area we didn’t predict was where HVAC
systems would be located in the home. In the
Sunbelt region, the typical location of air han-
dlers and ductwork is the attic. Homeowners,
HVAC contractors, and builders are finally real-
izing units in such locations have been causing
headaches for those who install and service
them. This will be the fastest moving trend in the
next five years. California’s Title 24, as well as
the national I-Codes, are pushing builders to
locate HVAC systems in conditioned space.

Built

Environment

The importance of how we plan
to build and rebuild communities.

By Anthony Guida, Edward Mazria,
and Vincent Martinez

“More than half the world’s population,
or 3.5 billion people, live in cities. By
2020, this number is expected to rise to
4.25 billion, and by 2030 to 5 billion. By
2030, a staggering 900 billion square feet
of new building space will be constructed
in cities worldwide (including the re-
placement of old buildings), an area equal
to three times the total U.S. building
stock. We have a choice. How we plan to
build and rebuild our communities will
determine whether this unprecedented
growth will promote sustainability and
enhance our quality of life, or accelerate
environmental degradation and lead to
increased human suffering.”

Seven years later, Architecture 2030’s
projections about the scale and impor-
tance of the building sector still hold
true. On operational emissions, we have
witnessed remarkable progress driven by
the commitments, programs, and code
improvements that the 2030 Challenge
set in motion—most notably a sustained
leveling of U.S. building sector energy
consumption, as well as substantial CO2
emissions reductions in the building
sector, despite adding 3 to 4 billion square
feet to our building stock every year.

Since 2012, resources in low-carbon
design, like the 2030 Palette and the
AlA+2030 Online Series, have launched
and are in wide use. Theseinitiatives are
instrumental in driving building practice and
policy to meet critical carbon reduction tar-
gets at thelocal, national, and international
levels. In March, the CarbonPositive’20
Conference will share the means and
methods for planning, designing, building,
and manufacturing a built environment that
goes beyond carbon neutral, today.

We recognize the need to expand our
approach to mitigating the emissions
associated with infrastructure and building
materials, particularly in the face of
unprecedented construction and urban-
ization—an amount equivalent to doubling
the world’s existing building stock over the
next four decades.
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AIA Contract Documents

Real projects start with
the industry standard

Before starting the project, Adrian Smith + Gordon Gill
Architecture will ensure their design of a new condo
tower, Una Residences, is protected with AIA contracts.

AIA Contract Documents used: BIO9-Owner/Architect Agreement for a Multi-Family
Residential or Mixed Use Residential Project.

Learn more about the Una Residences project at aiacontracts.org/builder-una
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THE SURPRISING TRUTH ABOUT DESIGN STUDIOS

Homebuilder Bryan Havel
believes he has a bit of an
unfair sales advantage.

He knew his new design
studio was going to help close
incremental business and
provide useful home-buyer
insight. What the Texas-based
builder didn’t figure is how many
boxes his new outsourced
design studio emphatically
checked, circled,
and underlined.

A flood of buyer insight,
for example, is just one of the
outcomes that has “blown
away” Havel, president of the
central Texas division of fast-

rising William Lyon Homes, ranked #18 on the 2019 Builder 100 list.

His central Texas team is on a roll, expected to deliver just under
1,000 homes this year.

ZERO TO 100

William Lyon Homes specializes in entry-level homes, priced in the
$270,000s. Building to that price point doesn't allow for extensive
buyer options. In fact, up to about a year ago, the builder William
Lyon acquired to enter the Austin market offered strictly option-free
inventory homes. Lyon management decided to gingerly open the
door to options this year. “We wanted to broaden our marketplace
with more options. But we had to do it in a way that preserved
affordability and delivery dates,” Havel explains.

There was just one hitch: William Lyon had no central Texas
design studio to market upgrades to flooring, wall tile, cabinets,
appliances, countertops, and window coverings. Havel reasoned its
new design studio had to check at least seven boxes:

[J1. Moderation. Entry-level buyers have enough on their mind. Manage
the feature-selling process to keep budget parameters in check.

[J 2. Tight Purchasing
Integration. Create a seamless
ordering, inventory, and delivery
environment to eliminate
surprises, schedule disruptions,
and buyer disappointment.

[ 3. Easily Scalable. With nearly 20
new homes coming on line each
week, and likely an even faster
tempo next year, the design
studio has “... to go from zero to
100 really quick,” Havel says.

[J 4. One-and-Done Ordering.
“I've worked in sales
environments where buyers
would shop multiple times or
change their minds after 30 or
60 days. We can't afford that,”
he explains.

[J5. Winners Only. “What are
winning options for cabinets,
countertops, or flooring? We
needed reliable third-party expertise and judgment,” observes Havel.

[]6. Comprehensive Reporting. What do buyers prefer? How does
that vary by community? By sales agent? By vendor brand? Lyon
management expected monthly market intelligence that would support
confident decision-making.

[J 7. Hands-Off Administration. The focus has to be on maintaining
aggressive construction schedules and keeping quality high, not worrying
about design-studio staffing and operations.

Fortunately, Havel’'s solution was hiding in plain sight: Their
vendor for interior finishes, Interior Logic Group, is also the industry
go-to for interior design studio services. Today ILG operates more
than 120 design studios nationwide.

NEW INCOME, NEW INSIGHT

“Partnering with an expert like ILG is a big win for us. We expect to

add seven to eight percent in option revenue this year. Remember, this

is an entirely new income. The market intelligence is incredible. To be

able push monthly reports like that upstream is great,” Havel says.
Unfair advantage? Havel just smiles. His central Texas team now

controls a money-making solution that checks all the boxes.

To learn more about what an outsourced design studio could
mean for your business, visit https://interiorlogicgroup.com

Produced by Hanley Wood Strategic Marketing Services Group
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More NEW Reasons to Love a Superior Dryer Vent Closure

That's right, love. The re-engineered,
low-profile DryerWallVent has so many
advanced features that the benefits stand
out—or, er, ah, blend—so much you'll love
installing them.

Want to see for yourself? Check out the
videos at DryerWallVent.com/NEW.

INOWIE 7.c..cone

Venting Never Looked Better

“@.yerWallVentm

NEWEST Benefits

Extra Protection Against Weather
& Pests with a Built-in Drip Edge,
Gravity-Assist Damper, and
Integrated Magnets

Made to Last with Powder Coated
Deep Drawn Steel Construction

Fasten to Difficult Surfaces with a

Model DWV4W shown.

Call today! You may qualify for a free sample.

Wider Footprint on the Secondary
Backing Plate

Powder Coated
Heavy Gauge
Galvanized Steel

888-443-7937
DryerWallVent.com/NEW

JESSE H.
NEAL

AWARDS

Est. 1955

CONGRATULATIONS

TO HANLEY WOOD’S JESSE H. NEAL AWARD WINNERS
Hanley Wood is committed to publishing quality content
that serves the information needs of construction industry
professionals. Our editors have once again been honored
by the most prestigious editorial awards program. Join us
in congratulating them.

2019 WINNERS
ARCHITECT
Best Use of Social Media

2019 FINALISTS
ARCHITECT

AFFORDABLE

AFFORDABLE HOUSING FINANCE
HOUSING FINANCE

Best Single Article MULTIFAMILY EXECUTIVE

hanley,wood

Jamsill Guard’

The ORIGINAL Silf Pan Fiashing Since 1983

USA ‘
Most leaks originate at...

The Critical Corner

One-piece molded corners
block leaks before they

can damage the framing
and sub-floor.

B Sloped weep areasjlocated
| directly/beneathithe
jamb-to-silljjointidirects
moistureitowardithelexterior.

—
\ Large glue joint located

\ well away from the
- jamb-to-sill joint.

jamsill.com

1-800-JAMSILL
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Eco-Friendly Living
The 16-unit community
achieves net-zero energy
through a combination of
energy-efficient building
practices and an 82-kilowatt
rooftop solar array.
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Striving for
Sustainability

Tillamook Row brings a 16-unit net-zero
community to Portland, Ore.

by SYMONE GARVETT
photography by BILL PURCELL

N SEARCH OF A SMALL COMMUNITY WHERE SEVERAL
older couples could age in place together, the brothers
who run Portland, Ore.-based BCMC Properties were

tapped by their parents and four of their friends to find

the right piece of land. The developer duo had a property
in mind in Northeast Portland’s rapidly changing Eliot

Conservation District, but it was a large lot that could

house more than the five desired units.

The BCMC team pitched to develop the property with
five owner-occupied units and 11 additional units, which
would be listed as rentals. Thus, Tillamook Row was
born, a 16-unit community with five buildings, including
a 2,000-square-foot Common House, and a mix of owner
and renter units with front porches and balconies oriented
around a central courtyard.

With both the developer and client interested in build-
ing and living sustainability, local design-build firm
Green Hammer—known for its work with green building
practices—agreed to construct the project and strive for it
to be the city’s first net-zero multifamily community.

GOING GREEN

Designed in accordance with Passive House standards,
Tillamook Row’s community buildings will achieve net-zero
energy, meaning the total amount of energy used on an
annual basis is equal to the amount of renewable energy
created on-site.

“The developer is very focused on sustainability and
climate change, and they want to do everything that they
can to make sure their developments are ... moving in a
positive direction,” says Erica Dunn, director of design at
Green Hammer. “Also, they are interested in showing other
developers that this kind of a development can work. They
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TILLAMOOK ROW

Location
Portland, Ore.

Developer
BCMC Properties,
Portland

Architect/Builder
Green Hammer,
Portland

Project Size
24,444 square feet

Number of Units
16

Construction Cost
Withheld

want to push that envelope a little bit more.”

Asaresult, the following green features were

included in Tillamook Row’s construction:

» Solar panels are located on all south-
facing roofs, totaling 82kW of energy
produced annually.

e Triple-paned windows block out exter-
nal sound and limit the amount of hot
and cold air that usually transfers
through windows.

» A super-insulated, airtight building
envelope, including thick insulation in
the walls, roofs, and underneath the
slab on grade, reduces the heating and
cooling loads by nearly 90%.

Energy-efficient heating and cooling
systems also reduce the high energy
demand. Plus, each unit continuously
supplies filtered air to bedrooms and
living spaces and extracts from bath-
rooms and kitchens through heat
recovery ventilators.

Transcritical hot water heat pumps cut
water energy use down by half. This type
of heat pump uses CO2 as the refriger-
ant, which also reduces the global warm-
ing potential of the system.

Energy Star-rated appliances and
LED light fixtures help reduce energy
demand.

Due to the community’s dependence on
the solar array, a battery backup system in the
Common House stores power generated from
the solar panels, allowing the building to
serve as a resiliency center for the neighbor-
hood in case of a power outage. Additionally,
each unit has a dedicated plug that will allow
residents to pull electricity directly from the
PV system in the event of a blackout.

A custom energy dashboard in the Com-
mon House displays energy use by unit,
allowing residents to establish energy goals
and adjust their behavior as necessary to
meet their budgets. With the energy use for
all units on display, it creates both healthy
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© REDUCE & REUSE
Three large rain
cisterns can store
up to 3,600 gallons
of water, which is
used toirrigate the
community's garden
and landscaping needs.
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competition among residents as well as an
easy way to identify community members
who might have tips and tricks for keeping
energy use low.

Besides reducing energy, three 1,200-
gallon sterns on-site collect rainwater from
the various roofs. The collected water is used
for irrigating the nearby landscape as well as
shared raised garden beds for residents to
grow vegetables.

DEVELOPING THE DESIGN

In an area that transitions between large-
scale commercial and small-scale residential,
the designers at Green Hammer used obser-
vations of neighborhood building forms and
typologies as a jumping off point for the com-
munity’s design. Their goal was to create “a
cohesive, modern interpretation of the court-
yard housing pattern woven throughout the
conservation district to increase housing
density,” says Dunn.

Two-story townhouse units with architec-
tural details, such as steep-facing gable roofs
with minimal eaves, rectangular bay windows,
and recessed entries, mirror the neighbor-
hood’s two-story Victorians, but with a modern
interpretation.

Siding changes from a horizontal, dark-
stained cedar siding on the podium base to
white lap siding on the two-story upper units,
while an accent of vertical, clear-stained cedar
expresses the building entries. Standing seam
metal roofs were chosen for the project due to
their ability to coordinate well with the solar
panel installation.

The design team also focused on the role of
architecture in strengthening a community. To
create a diverse resident pool, the development
includes a mix of unit types, ranging from
750-square-foot, one-bedroom plans to
1,430-square-foot, four-bedroom townhomes.
The larger units encourage families with
children to be part of the community, and each
unit includes a ground floor bedroom and
accessible bathroom to allow older residents to
age in place.

“We care deeply about Portland and are
extremely proud of what this project has
achieved,” says Andrew Woodburn, manager
at BCMC Properties. “We hope Tillamook
Row will inspire more sustainable develop-
ment of this kind within the city.” B
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@® SHARED SPACE

The property's shared
outdoor courtyard
invites residents to
spend time with one
another and meet
other individuals living
in the community.

O HEALTHY DESIGN
Concrete floors were
chosen for the unit's
first-floor interiors
because of its ability
to not harbor dust b |
mites, mold, or harmful Py
chemicals that can T
off-gas over time

© PHYSICALFITNESS
An on-site exercise
roomin the community
building offers space
for yoga classes
or daily cardio and
strength workouts
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TIME-TESTED, VERSATILE PERFORMERS

Time-tested, versatile performers,
plywood structural panels have been a
staple in home construction for more than
70 years. From roof decks to subfloors and
wall sheathing, plywood’s strength, stiffness,
resistance to moisture, tight grip on nails
and screws, and ability to be pressure
treated make it a solid choice.

STRENGTH AND STIFFNESS
The stiffness of a plywood subfloor or
underlayment minimizes deflection between
the joists when the floor is walked upon.
That helps prevent a soft, “spongy” feel
underfoot as well as those annoying
squeaks and creaks. It also helps keep hard
flooring surfaces, such as tile, from cracking.
In areas with heavy snow loads, plywood
roof decks have the necessary strength.
“When you’ll have two feet of snow sitting
on top your house for a part of the year,
plywood can handle the weight,” said Chris

Harris, a buyer of Southern Yellow Pine
plywood for UFP Purchasing Inc.

MOISTURE TOLERANCE

In a perfect world, structural panels—
regardless of type, would not be exposed
to the elements. But despite home builders’
best efforts to keep them dry, panels are
frequently subjected to rain, snow and high
atmospheric humidity before a home is fully
buttoned up. It’s simply unavoidable. And
when they get wet, they swell.

If panels used for a subfloor or
underlayment remain swollen, they can
telegraph through the floor covering above.
Using plywood panels, such as SmartCore
Rated Sheathing and SmartCore Sturd-I-
Floor, can help prevent this.

“Plywood is more tolerant of moisture. It's
more forgiving,” Harris said, explaining that the
panels will return to their nominal thickness as
they dry, helping ensure an even finish floor.

A TIGHT GRIP

In hurricane zones, a plywood roof deck
can enhance a home’s resiliency. Plywood
holds on tight to nails and screws, helping
keep roof sheathing and roofing materials
anchored in place in high winds.

RESISTANCE TO INSECTS, ROT AND DECAY
Southern Yellow Pine plywood also can be
chemically pressure treated to resist insects
and fungi, Harris noted. Treated panels

are a wise choice for wall sheathing, roof
decks and subfloors in areas where these
structural elements must be protected from
mold, mildew and destructive pests.

For more than 70 years, home builders
and their clients have turned to plywood
structural panels for quiet, solid floors with
no telegraphing through the finish floor, roofs
that can take the weight, and the ability to
repel bugs and rot.

To learn more about plywood vs 0SB for your project, visit hitps://royomartin.com/

Produced by Hanley Wood Strategic Marketing Services Group
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> Builders walk the line between being

about entry-level profits

while still bracing for a

by
JOE BOUSQUIN

OOKING AT THE HOUSING MARKET
at the beginning of 2019, Brent
Anderson didn’t like what he saw.
Mortgage interest rates had jumped
from the high 3s to flirting with 5% for
the first time in a decade. Sales of higher-
end move-up homes—the bread and but-
ter of this home building cycle—had sud-
denly tanked, as potential homeowners
felt “buying fatigue” in the face of ever-
rising prices. It seemed that the sales
spigot, which had only been turned on in
fits and starts since the end of the Great
Recession, had finally been tapped out.
To top it off, the Federal Reserve had
been on a hawkish tightening spree, with
at least two more interest rate hikes antic-
ipated for 2019. At the same time, econo-
mists were calling for a general economic
pullback. With a slower housing market
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typically being a leading indicator of
recession, all signals seemed to be in
place for exactly that to happen.

So when Anderson, vice president of
investor relations at Scottsdale, Ariz.-
based Meritage Homes, considered
Question No. 23 of his annual Builder
100 survey—“What is your outlook for
housing in your markets for 2019?”—he
ticked off “Mostly Negative.”

“We saw a pretty choppy market in the
third quarter of 2018, and then in the
fourth quarter, it weakened even more,”
Anderson recalls. “The market seemed to
be getting very soft, very quickly.”

What a difference half a year makes.

“I wouldn’t respond the same to that
question today,” Anderson said in July.
“Now, the outlook isn’t so scary.”

Instead, coming off of Meritage’s

breakout second quarter earnings
report—where the company reported a
swift sales pace for the entry-level home
product it pivoted to in 2017, which pro-
duced even better profit margins than its
higher-priced, move-up homes—Ander-
son was all smiles. And who wouldn’t be?
Following its report, Meritage’s stock
jumped 18% in a single day.

“We knew the results were good, but
we didn’t know we’d get that reaction,”
Anderson says. Indeed, while existing
home sales were still flagging at mid-
year, new-home sales had risen 2.2%,
compared with 2018, and gained 4.5%
in June alone, compared with the same
month a year earlier.

Meritage’s turn toward more afford-
able homes targeted at entry-level
home buyers, as well as Anderson’s still
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cautious, but brightening outlook to the
environment ahead, is emblematic of
how builders view the evolving home
building cycle in the months to come and
what they’re doing to prepare for it.

While economists still see a potential
slowdown ahead for the economy in gen-
eral, new-home builders are operating
with guarded optimism, bolstered by a
strong spring selling season along with
promising signs that they’ve finally
cracked the code for building—and
making a profit from—entry-level homes
(see sidebar, p. 53). But they’re also
hyper-focused on staying vigilant for any
signs of trouble on the horizon, reading
the market, and staying ahead of it.

The ‘Pivot’

TAKE THE RECENT PULLBACK IN PRICES
in 2018 and how builders like Meritage
and others reacted to it going into the
spring selling season of 2019. With the
tailwinds of a newly dovish Fed, which
signaled in January it would back off its
rate-hiking regime, builders didn’t rely
on lower rates alone to save them.
Instead, they proactively went to market
to lure buyers back in.

“Builders got pretty aggressive in
terms of altering their mix to a more
affordable product and increasing incen-
tives, or, where needed, even reducing
prices on product that wasn’t moving,”
says Carl Reichart, home building ana-
lyst and managing director at New York-
based investment bank and brokerage
BTIG. “Builders did not wait around.
They entered the spring selling season
with deals available, and buyers took
advantage of that.”

For Alex Barron, senior research
analyst at El Paso, Texas-based Hous-
ing Research Center, that reaction to
the market illustrates a growing will-
ingness on builders’ parts to be nimble
and stay in front of market trends when
they see them.

“The Fed pricked the bubble that was
developing in new-home prices by raising
rates in 2018,” says Barron. “For builders
towatch interest rates go up and see their
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focus entirely on and

“We made the strategic decision a little over two years ago to

rather than try to be everything to everyone.”

BRENT ANDERSON, MERITAGE HOMES

sales start to slow, I think it was a wake-up
call. It started feeling like 2006 all over,
and it was like, ‘Do we really want to go
through this whole cycle of impairments
again? Or do we maybe go back to the
drawing board and reexamine our core
assumptions that we can’t make money
at the entry level?”

One builder that did that kind of soul
searching was Meritage. After building
its business post-Great Recession
focused on the second- or third-time
move-up buyer, Meritage began retool-
ing its product offerings in 2017 to stay
ahead of the demand curve.

“We made the strategic decision a
little over two years ago to focus entirely
on entry-level and first-time move-up
buyers, rather than try tobe everything to
everyone,” Anderson says. “We’ve really
reengineered the whole business to sup-

port those buyers and did a lot of research
to redesign the product for them.”

Whereas first-time buyers made up
just 24% of Meritage’s customers in 2016,
in second quarter 2019, they accounted
for more than 52% of the builder’s sales.
“This cycle kind of got turned on its head,
because the move-up buyers came back
first, and entry-level buyers came back
after that,” Anderson says. “It may mean
we end up building more of this entry-
level product for a longer period of time.”

This isn’t to say home builders—or
economists—believe we’re out of the eco-
nomic woods yet. “Certainly, everyone’s
talking about when the next recession
occurs,” says Robert Dietz, chief econo-
mist for the NAHB. “If the laws of the
business cycle haven’t been repealed, at
some point we’re going to have some kind
of downturn.”

BUILDERONLINE.COM



THE GREAT DIVIDE

Dietz notes that his own economic
tables don’t show an actual recession
ahead yet, but more of a general slow-
ing or what he calls a “soft patch.” And
he emphasizes that in a post-Great
Recession world, it’s critical to think
about what a recession in today’s mar-
ket would really look like.

“The problem is, when you use the
word ‘recession’ today, people immedi-
ately think we’re going to have another
Great Recession,” Dietz says. “But that
was a once-in-a-multidecade event,
marked by the combination of both an
economic downturn and an old-school
financial panic. When we think about a
downturn in the current economy, we’re
talking about something like the early
1990s or 2000s, where there were maybe
acouple quarters of negative growth and
some slow or negative job creation.”

A Stronger Second Half?

AGAINST THAT BACKDROP, BUILDERS
during the summer anticipated a stron-
ger market in the back half of 2019, while
still preparing for the pullback they know
must eventually come. Having learned
hard lessons from the Great Recession,
these builders are staying conservative in
their outlooks, paying down debt while
keeping land in check, and segmenting
projects into smaller chunks, rather than
the 1,000-lot takedowns of the past.
They’re paying more attention to their
local businesses, simplifying their prod-
ucts and processes to appeal to today’s
price-conscious home buyers, and keep-
ing a close eye on how many spec homes,
which they are building again, are in the
market at any given time.

Take Pat Neal, president and founder
of Sarasota, Fla.-based Neal Communi-
ties, which closed 1,148 homes in 2018.
He’s anticipating 2019 ending stronger
than it began, to build momentum going
into 2020. But he currently holds only
2,000 lots—just under two years’ sup-
ply—and he’s used proceeds from his
sales this year to pay off all of his bank
debt, electing instead to sell bonds that
won’t reach maturity until 2024.

BUILDERONLINE.COM
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“I like to say we’re always managing
to the next downturn,” Neal explains. “I
don’t see any immediate signals, but we
need to be prepared for it. 'm managing
my embedded expenses, keeping an eye
on inventory, ensuring I don’t have debt
on land, marshaling my assets, and
paying intimate attention to my busi-
ness every day.”

At Chicago-based Lexington Homes,
principal Jeff Benach says he’s focused
onbuilding smaller communities instead
of the multihundred-unit communities
he churned out before the downturn. Part
of that is by necessity: Chicagoland still
produces only around 6,000 starts a year,
but it’s also a more strategic vision.

“Weused todo 1,000 units all by our-
selves,” Benach says. “We wouldn’t do
anything below 100 before. Now, we'’re
more focused on 50- or 60-unit projects.”
He also likes building attached homes,
which helps him keep his prices down in
the $300s.

At Judd Builders in Asheville, N.C.,
John Judd Sr. takes a similar approach.
Concentrating on attached housing, he
says, helps him diversify his risk among
multiple buyers while developing just one
lot and pouring a single foundation.

“This type of market lends itself more
to a duplex or triplex play, rather than
one big single-family home where you've
got all your eggs in one basket, especially
on a spec,” says Judd. “Now, you've got
three people who can qualify for just
$300,000, instead of one buyer who has
to come up with $1 million.”

Those moves typify builders’ current
approach to the changing outlook in the
market today. “Post-Great Recession,
builders are more cautious,” Dietz notes.
“They’re more focused on data. And
they’re hyper-aware of movements in the
markets and interest rates.”

Waiting for the Market to Turn

AT LOS ANGELES-BASED KB HOME, MAR-
ket factors were definitely on the builder’s
mind as 2018’s slowing sales took hold.
“Everyone in the industry in the back
half of last year was conveniently calling
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the slowdown in sales a ‘pause,” ” says
Matt Mandino, KB’s chief operating offi-
cer. “Well, that sounded great, but about
three months into it, we started wonder-
ing, how long does a pause last? By Jan-
uary, we started asking whether this
thing was actually going to turn. Fortu-
nately, it did.”

KB’s second-quarter earnings wal-
loped analysts’ estimates, coming in at
51 cents a share versus a consensus pro-
jection of 38 cents. While KB has always
had its roots in the entry-level market, it
had also started to focus on introducing
smaller plans to both new and existing
communities in 2018, as buyers pulled
back from higher-priced, larger homes.
“In anticipation of the winds shifting, we
wanted to be able to hit a lower price point
in all of our communities,” Mandino
says. “So, if we had a community where
we were offering 1,900- to 2,700-square-
foothomes, we would add a 1,700-square-
foot plan, too.”

KB also started focusing on more at-
tached or “paired” housing to get homes
down in the more affordable price
points. “There are markets such as Den-
ver where we rely quite heavily on our
duplexes, or paired homes,” Mandino
says. “In some cases, those homes might
comein at $100,000 less than a similar,
single-family detached home nearby.”

“This will not be a housing-led
This next recession we
don’t feel will be nearly
as deep as the previous recession.
Nomnetheless, it’s a recession, and
during recessions,
tends to fall.”

MARK BOUD, METROSTUDY

Those moves resulted in 55% of KB’s
sales coming from entry-level homes in
the second quarter of 2019, the highest
level the firm has seen in that product
range in a decade. And like Anderson at
Meritage, Mandino sees the reemer-
gence of the entry-level market and
“family-friendly” housing in the suburbs
and exurbs as a new wrinkle to the cur-
rent housing story that, at the very least,
could extend the cycle.

“We'’re hoping this really opens up for
additional buyers who didn’t even think
they could get into a new home, who now
look at what they’re paying in rent versus
what they can purchase for, and realize
this is a great time to buy,” Mandino
says. “We're really hoping we see in-
creasing velocity by being able to serve
so many families who were priced out of
the market until now.”

But while he clearly saw potential in
the market in 2019, like other builders,
he hasn’t forgotten the lessons of the
past. Going forward, KB is approach-
ing its land development in the same
way it might open different phases of a
new community, with smaller deals
that develop one section at a time. And
while building for entry-level means
the firm has necessarily sought land
farther out from the urban core, it’s not
venturing into the hinterlands, the
hallmark of builders who expanded
into far-flung territories just before the
last crash.

“We’re not buying 2,000 lots a half-
hour from the nearest grocery store,”
Mandino says. “We’re doing many more
deals in the 100- to 150-lot range versus
the S500-plus lot deals of the past. We feel
this is a good environment to operate in.
But it can change quickly, and we need
to make sure as an organization we can
adjust. We'’re taking a very disciplined
approach to it.”

That one-step-at-a-time approach
can be seen with other builders, too. On
PulteGroup’s second-quarter earnings
call, executives emphasized how the
builder, which at one point had as much
as seven years of land on its books
post-recession, was at just three years of
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owned lots today, while using options to
control additional dirt.

“We continue to make excellent prog-
ress against our goals of three years
owned and three years optioned,” said
PulteGroup CEO Ryan Marshall on the
call, during which he also emphasized
the builder’s goals of growing its en-
try-level sales to 35% of its mix from
29% currently. It reported building 26%
of its homes on spec, while keeping an
eye on its land holdings to bolster its
balance sheet. “Our field teams have
just done an outstanding job in working
onalocallevel on a transaction-by-trans-
action basis to really secure lots that are
helping us to turn our assets faster and
to minimize the risk that’s associated
with having too much land on the bal-
ance sheet,” Marshall said.

Recalibrating Toward Entry Level

HOME BUILDERS’ DISTINCT NEW EMPHA-
sis on entry-level offerings in 2019 has
drawn attention back to the potential
resiliency of the housing sector. In fact,
with a consistent undersupply of
homes—numbers range from a shortfall
of 1.3 to 2.5 million units nationally—
observers say conditions could be right
for housing to act as an economic stimu-
lator for the broader economy, instead of
just being a beneficiary of it.

“If we’re undersupplied the way I and
others estimate it, it would stand to reason
that housing might actually be a domain
of growth for the economy,” says Brad Dill-
man, chief economist at Atlanta-based
multifamily owner, builder, and operator
Cortland, who previously served as direc-
tor of economic research at PulteGroup.
“There could be more runway ahead, or at
least the downside may not be as stark as
some people think.”

Even economists who do see a reces-
sion ahead say there will likely be a dis-
connect between the general slowing of
the economy and what’s happening in
the housing market.

“This will not be a housing-led reces-
sion,” says Mark Boud, chief economist at
housing data analysis firm Metrostudy,
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which is owned by BUILDER’s parent
company. Boud is calling for a recession
in the broader economy to start in the
later half of 2021—the same year he sees
apeakin the current housing cycle—and
cites the rising federal debt as his biggest
long-term concern. But he also pushed
the time of that recession out by two quar-
ters after 2019’s second quarter; at the
end of 2018, Metrostudy projected a re-
cession beginning in 2020-21. Now, it’s
sayingitwill come in 2021-22, and Boud
has described it as a “soft landing.”

“This next recession we don’t feel will
be nearly as deep as the previous reces-
sion,” Boud says. “Nonetheless, it’s a re-
cession, and during recessions, demand
for housing tends to fall.”

Others still see more pressing signs of
trouble ahead. With housing slowdowns
typically being a leading indicator of re-
cession in the general economy, some
economists say the pullback in prices
and sales in 2018 is already signaling a
broader downturn.

William Emmons, lead economist for
the St. Louis Federal Reserve Bank’s
Center for Household Financial Stability,
sees recessionary signals taking hold by
the end of 2019 or early 2020. He bases
his outlook on four measures of housing
health: mortgage rates; existing home
sales; house prices; and contribution of
residential investment to GDP growth.

Attheend of 2018, he wrote on the St.
Louis Fed’s website that those measures
signaled recession in the fourth quarter
of 2019. In June 2019, he updated his
post to say things only looked worse, but
he didn’t include second quarter results
in his analysis. “All four of the housing
indicators highlighted late last year are
more concerning now, according to data
through the first quarter of 2019.”

A New Housing Cycle?

AND YET, WITH THE EMPHASIS ON LESS
expensive plans, and builders’ new-
found ability to produce entry-level
homes profitably, other observers see
2019’s spring pivot as a sign that a fun-
damental change has occurred in the

housing market, one that takes it back to
its roots of selling affordably priced
homes to first-time buyers.

With the peak of the 80-million-
strong millennial generation now
reaching its 30s and finally showing a
willingness to buy homes in the sub-
urbs, 2019’ early returns could signal
a back-to-the-future swing for home
builders, where they finally start pro-
ducing the volume of homes seen prior
to the Great Recession.

“What builders have found out is that
the sales pace of these entry-level com-
munities is tremendous,” says Barron.
“They’re selling 10, 15, 20 homes a
month versus the two or three sales that
they were getting in their move-up com-
munities. This could get us back up to
the kind of volumes we used to see in
previous cycles.”

After crisscrossing the country
during the spring selling season in 2019
to see activity in builders’ communities
firsthand, Barron put out a research
note in July declaring the old cycle dead,
with a new one just begun.

“Based on our field visits, and look-
ing at 50 years of housing data, we con-
cluded that the last housing cycle that
beganin 2011 actually ended in 2018,”
Barron says. “Everything points to a
new cycle, marked by entry-level homes,
that began in January of this year. So
we are very bullish on housing.”

He’s not alone. Back at Meritage,
after experiencing 2019’s pivot first-
hand, Anderson suddenly sees the
market in a whole new light.

“Home price is the ultimate amenity,”
says Anderson, who notes that in addi-
tion to first-time buyers, Meritage also
has been seeing a lot of baby boomer
move-down buyers in its sales mix,
another section of the market that he
feels is ready for the lower-priced homes
his company is now focused on.

“We see enough headroom in the
markets to fuel additional growth,”
Anderson says. “The strategy is still new
enough that we’ve got a ways to go, but
we think we’ve got many years to enjoy
this market before it plays out.” B
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Courtesy NAHB

of Labor Statistics shows about 380,000
unfilled jobs in the construction indus-
try. Those unfilled jobs represent a tangible
barrier to housing production and housing
affordability. They also represent an opportu-
nity to connect young people to great careers.
Atjobsites across the U.S., home builders
face delays and rising costs because they
cannot find experienced building trade pro-
fessionals for key parts of the building pro-
cess. We must all commit to a collaborative
effort and a wide range of potential solutions
to address the housing industry’s labor gap
and develop the workforce of the future.

At NAHB, we’re working hard to be part
of the solution by partnering with educators,
state and local home building associations,
and other industry stakeholders. Policy-
makers, and sound policies, must also be
part of the answer.

NAHB supports expanding federal and
state training and employment opportuni-
ties to prepare individuals for careers in con-
struction, but there’s still a bias against the
industry. Funding for career and technical
education lags far behind federal investment
in academic and degree programs. Through
the Home Builders Institute, the workforce
development arm of NAHB, the association
helps lead career-building programs that in-
clude Job Corps, Pre-Apprenticeship Certifi-
cate Training, and Residential Construction
Superintendent Certification.

The Home Depot Foundation has part-
nered with HBI to expand trades training
programs in high schools. Young people, vet-
erans, displaced workers, and under-served

T HE LATEST DATA FROM THE U.S. BUREAU

- NAHB CHAIRMAN'S LETTER

populations develop marketable skills
through training programs across the U.S.

In support of Generation T, a movement
to help rebuild the skilled trades in America,
NAHB is working with Lowes Home Im-
provement and others to offer jobs and train-
ing programs to help close the job skills gap
and connect people to opportunities in the
skilled trades. February is Careers in Techni-
cal Education Month, and NAHB and local
home builder associations are partnering to
direct middle school students toward the
skilled trades. These efforts help students
learn about industry career opportunities.

Parents, teachers, counselors, and stu-
dents need to recognize that a vocational
education can offer a satisfying career path
without leaving young people saddled with

The Next Generation

NAHB works hard to showcase skilled trade career opportunities

by GREG UGALDE, NAHB CHAIRMAN OF THE BOARD

student debt. It is time to reexamine the
widely held belief that a college degree rep-
resents the only road to success.

Labor shortages slow the home building
industry and push prices beyond the means of
many home buyers. The strain of finding and
retaining quality workers is a common thread
among those of us in the residential construc-
tion industry, and demand for new workers in
the housing industry is only expected to grow.

It is our collective responsibility to concen-
trate efforts on workforce development. Each
of us must raise awareness about the labor
shortage and help educate the public about
opportunities in the trades. Together, we can
recruit the next generation of skilled labor that
will help make homeownership a reality for all.
Visit nahb.org/workforce for more resources.

FINALISTS REVEALED FOR THE BEST OF 55+ HOUSING AWARDS

NAHB has announced the finalists for
its 2020 Best of 55+ Housing Awards.
A total of 107 entries were chosen as
finalists and are eligible for either a
gold or silver award from NAHB's 55+
Housing Industry Council.

“The Best of 55+ Housing Awards
honor builders and developers who
create homes and communities that
suit the specific needs of the mature
buyer and renter,” says Karen Schroeder,
chair of NAHB's 55+ Housing Industry
Council and vice president of Mayberry
Homes in East Lansing, Mich.

Finalists were selected from entries

in 42 categories representing single-
family homes, rental housing, service-
enriched housing, lifestyle features
that 55+ buyers look for, and marketing
activity, plus three categories
representing individuals and firms.

The 55+ Housing Council provides
information, education, and networking
opportunities for its members and
provides advocacy support to NAHB
on key 55+ housing issues.

Visit nahb.org/55plusawards for
more details. Winners will be announced
Jan. 21 during the NAHB International
Builders' Show in Las Vegas.
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Oft-Site
Predictions

A look at when and where off-site construction
technologies will emerge

by HOME INNOVATION RESEARCH LABS

URING A PRESENTATION AT NAHB’S 2019 BUILDING SYSTEMS

Housing Summit in October, Ed Hudson, Home Innovation

Research Labs’ director, market research, provided insight as
to when and where he believes off-site construction technologies are
likely to have an impact in the coming years. The data presented were
from a survey of builders Home Innovation conducted in August.

In the survey, four questions were asked on the topic of off-site
housing technologies: two asking builders what off-site methods they
anticipate using one and five years from now; one on barriers to using
these technologies; and a final one seeking to understand the role
labor played in their decisions regarding off-site housing. Here’s a
look at some summary findings from Hudson’s presentation.

Looking ahead, builders anticipate using off-site construction
methods, particularly roof trusses and open wall panels, more often.
Modular and pre-assembled floors were also expected to be a more
common part of builders’ standard practice. Respondents said they
were least interested in manufactured, or HUD code, homes.

~ NAHB HOME INNOVATION

For most off-site construction practices, pro-
duction builders were two to three times more
likely to increase their use compared with cus-
tom builders. Likewise, townhouse and multi-
family builders were far more likely to increase
their use of off-site practices than were single-
family builders. No difference was observed in
future use based on the price point of home con-
struction—i.e., starter, move-up, or luxury.

When considering a firm’s decision to use (or
not use) prefabricated building systems and
components, builders were asked about what
role the availability of construction labor plays
in that decision. They gave varied answers:

¢ None—already use them.

¢ No change—what we’re doing now
works fine.

¢ Unaware of the options.

¢ Need trustworthy local sources.

« Believe off-site technologies cost more
than site-built.

e Workforce is unwilling/unable to change.

» It takes too much time and effort to change.

o Off-site alternatives require extensive pre-
planning and long wait times for delivery.

* Have issues with local logistics for delivery,
access to the site, or shipping.

¢ There’s a negative perception of off-site
in the market—homeowners see it as
lower quality.

¢ Can’t accommodate last-minute changes
in home construction with off-site
technologies.

Hudson’s presentation included strategies
and practices that off-site housing producers
might consider to mitigate these barriers:

¢ Offer a turnkey materials-and-installation
service—whether integrating upstream or
downstream of their current operation.

¢ Create a decentralized production strategy

« Provide system, equipment, and software
know-how to larger builders so they can
create their own off-site solution.

e Provide training for local framers.

»  Use 3D modeling/BIM and virtual reality
so home buyers can better evaluate plans.

For more details, visit Homelnnovation.
com/MarketResearchContact.
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~ NAHB ECONOMY

by ROBERT DIETZ, NAHB CHIEF ECONOMIST

in the U.S. How large is the amount of undersupply? That’s a

subject of debate among economists. NAHB has estimated
the nation is short about 1 million housing units, generating a hous-
ing affordability crisis—including home price growth that has out-
paced income growth, rising rental burdens, and a doubling of the
share of young adults who live with their parents. A separate Freddie
Mac estimate of the deficit is even larger, suggesting a housing short-
fall of 2.5 million residences.

As part of this discussion, a lot of attention has been given to the
“missing middle.” The argument is that the U.S. lacks lower density
multifamily or types of clustered housing, including townhouses,
duplexes, and certain kinds of low-rise multifamily housing. The
claim is valid in that building more of this higher density housing is
an efficient way to add additional for-sale and for-rent housing,

D UE TO YEARS OF UNDERBUILDING, A HOUSING DEFICIT EXISTS

SHARE OF NEW SINGLE-FAMILY HOMES
(Under 1,800 square feet)

2000

2002 2004 2006 2008 2010 2012 2014 2016 2018

Source: NAHB analysis of Census data

The Misleading Middle

The attention being paid to the ‘missing middle’ has overlooked
smaller single-family detached homes

particularly in high-growth/high-cost metro
areas that lack developable land.

But I am concerned that the marketing
success of the missing middle has left an
important gap: small, single-family detached
housing. This housing type is a key source for
enabling homeownership among entry-level
and first-time buyers, and due to consumer
preference and demographic needs, it plays a
critical role in the housing market. And like
low-density multifamily, it, too, is missing.

Consider recent Census data on single-
family home construction. In 1999, 37% of
newly built single-family homes had square
footage of less than 1,800. Development of
thatkind of housing has declined considerably
over the past two decades. By 2015, just 21% of
new single-family homes were less than 1,800
square feet, for a total of 136,000 homes built.
Due to gains for higher density single-family
building, the share of new single-family homes
built with less than 1,800 square feet has since
increased modestly to 23%, or 192,000 homes.

Despite these gains in construction volume,
this single-family market segment is a key part of
the affordability crisis and housing shortfall. Yet
this type of housing falls outside the common
understanding of the missing middle. While
initiatives should be deployed to expand the
missing middle, it’s vital that communities do
not neglect single-family construction, notably
entry-level, for-sale single-family housing that
serves as a stepping stone to homeownership.
This can be accomplished by lowering regulato-
ry hurdles and improving zoning rules, such as
fighting exclusionary zoning practices and the
growing use of costly design requirements that
crowd out entry-level single-family housing.
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Builder's Best Resources/Classifieds AD I nde
FLEXJAMB FLEXCORNER Advertiser PG number
Eco-friendly jamb Adjustable corner AIA Contract Documents 38
protection, heavy-duty protection provides
and reusable. maximum versatility. Better Home Products 31
Bosch Appliances 29
Bradford White 11
Builder House Plans 48
Builder Website 61
Chief Architect 22
DryerWallVent 32,41
Endura Products 10, 33
Fortress Building Products 14-15
HIVE 24
Home Depot, The 13
Interior Logic Group 39
Jamsill 41
LG Chem 20
LP Building Solutions 19
LP FlameBlock 25
JESSE H. i
R&ﬁ'ﬁns LP TechShield 23
— LP WeatherLogic 21
NAHB 6-7,26,40, 56,59
C O N G R ATU L ATI o N S National Ready Mixed Concrete Association 27
TO HANLEY WOOD’S JESSE H. NEAL AWARD WINNERS RAM Commercial Trucks C3
Hanley Wood is committed to publishing quality content Roy O Martin 49
that seryes the |nformat|on needs of congtructlon industry Safety Maker 8
professionals. Our editors have once again been honored
by the most prestigious editorial awards program. Join us Samsung C2-1
in congratulating them.
SES Foam 9
2019 WINNERS 2019 FINALISTS
ARCHITECT ARCHITECT Sierra Pacific Windows 2-3
Best Use of Social Media
AFFORDABLE SoftPlan 8
AFFORDABLE HOUSING FINANCE
HOUSING FINANCE Trane 16-17
Best Single Article MULTIFAMILY EXECUTIVE Western Window Systems C4
Woodford Manufacturing Company 4
*Issue mailed in regional editions.
hanley,wood Advertisers: To update your listing, contact Bernadette Couture at
802-316-3733 or send an email to bcouture@hanleywood.com
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Special Advertising Section - Builder's Best Resources/Classifieds

ASTROflashing

The Ultimate Bendable
Head Flashing

1-800-334-4474
www.astroplastics.com Il S-S

4 Mr"Smart “K‘e‘ypad |
v/ Real-Time Alerts

v/ Remote
Lock/Unlock

for the New Energy

Attic Access Solutions § /
Code Requirements

R-50+ Battic Door® R-42 and R-50 E-Z Hatch®
Attic Stair Cover Attic Access Hatch

Battic Door Energy ¢ 508.320.9082 ¢ info@batticdoor.com e batticdoor.com

-I d Content Licensing for
B“I EI' Every Marketing Strategy
Marketing solutions fit for:

Outdoor | Direct Mail | Print Advertising | Tradeshow/
POP Displays | Social Media | Radio & TV

Leverage branded content from Builder to create a more
powerful and sophisticated statement about your product,
service, or company in your next marketing campaign.
Contact Wright's Media to find out more about how we

can customize your acknowledgements and recognitions - :
' to enhance your marketing strategies. / /\ \
Call Wright's Media at 877.652.5295, & getoa ot '

visit our website at wrightsmedia.com/sites/hanleywood . . A
or email us at hanleywood@wrightmedia.com mnqui ry@g etg ?’te.com

© BUILDERONLINE.COM BUILDER 63



Nothing

by SYMONE

ITH A CLIENT PASSIONATE ABOUT MOVING TO DENVER’S
River North Art District, also know as RiNo, local
boutique design firm Davis Urban and builder Sean Smith
Construction knew they had to produce a modern home that fit
its unique neighborhood and owner.
The Curtis Park Residence features several unexpected details
not found in typical single-family homes. Of the most notable,
a cargo net was added to discovered space in the two-story steel
stair that leads from the mudroom, dog run entry, and garage to

~ LASTDETAIL

But Net

GARVETT

the second-floor roof deck and guest suite on the alley side of
the lot. The playful element creates a nest-like lounge for the
client’s daughters and gives them a quiet place to relax with a
book or movie.

In addition to the rope hangout, an adjacent roof deck with a
sculpted and illuminated rolling hill of turf provides an area for
lounging in the sun or stargazing. “These elements of the house
reflect a great utilization of space, as well as the overall comfort
of “home” in this urban setting,” says the firm.

s in search of great projects. Add your best w

Q SHARE YOUR WORK Ve're al

work to our online gallery at builderonline.com/project-gallery.
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THIS IS THE DIFFERENCE BETWEEN
GETTING BY AND GETTING AHEAD.

RAMTRUCKS.COM/COMMERCIAL

EXPENSE UP TO 100% OF YOUR VEHICLE PURCHASE*

Youmay be eligible to deduct up to 100% of the cost of your next Ram® Commercial .

vehicle purchase for federal income tax purposes. Our trucks and vans are generally

considered qualified property for purposes of Section 168(k)-and Section 179. For more -

details on these potential tax advantages, visit ramtrucks.com/sectionl68. Consult
your tax professional to determine your potential benefits.

SINY,
2300
CHASSIS CAB

BEST-IN-CLASS
AVAILABLE 800 LB-FT
OF DIESEL TORQUE'
BEST-IN-CLASS
43,000-LB DIESEL
MAX GCWR®
BEST-IN-CLASS
AVAILABLE 35,220-LB
DIESEL TOWING'

RAIVI

COMMERCIAL

TRUCK SEASON
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,}, window systems

Meritage Homes
reNEWable Living Home, FL

Meet the Series 7600.

g
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westernvolumeprogram.com

Our strongest and most energy-efficient aluminum multi-slide door ever.






