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BACKGROUND AND OBJECTIVES

In January 2013 East-West Gateway Council of Governments engaged Robert Charles 
Lesser & Co., LLC (RCLCO) as a part of an interdisciplinary team led by Design Workshop, 
Inc. to perform planning services and create a master plan for the Dorsett Road corridor, 
located in the City of Maryland Heights, Missouri. RCLCO’s role was to provide the market 
assessment for the Dorsett Corridor. The market analysis was to ascertain the quantitative 
and qualitative aspects of demand for current and future land uses that might be appropri-
ate for future development in the study area and to quantify the potential scale and timing 
of	these	uses.	The	corridor	is	characterized	by	some	office	development,	a	large	amount	of	
industrial development, strip retail development, and a variety of residential uses. The corri-
dor has a predominantly industrial feel east of I-270, while west of I-270 it is more residential 
and commercial in nature. 

The key objectives of this engagement were to prepare a market analysis for the corridor 
and recommend its optimal potential in the competitive market, in the context of current and 
anticipated future market conditions.

CORRIDOR ANALYSIS

Corridor Description
The corridor is well-located relative to sources of demand and is located at a strong north/
south and east/west crossroad in the county. The corridor is predominantly industrial in 
nature	with	57	percent	of	the	commercial	space	industrial/flex,	26	percent	office,	and	17	per-
cent retail.  The Dorsett Corridor is relatively attractive, and has many potential opportunities 
to build from such as the Maryland Heights Government Center, Edward Jones, Ranken 
Jordan, and the new investment in the I-270 interchange. In addition, unlike many other cor-
ridors in the country of the same age, it has little of the typical aging strip center retail, which 
is a positive for the corridor. The character of the corridor leads to a stronger residential 
and	retail	opportunity	on	the	west	side	of	I-270,	and	more	office,	and	potentially	industrial	
on	the	east	side.	The	corridor	is	incredibly	jobs-rich.	There	are	approximately	five	jobs	for	
every household in the corridor, suggesting an opportunity to add residential, even in slow 
growth areas. In 2010 there were 1,231 households and 5,950 jobs.  The table provided lists 
strengths and challenges in the corridor.

CORRIDOR STRENGThS AND ChALLENGES
STRENGThS ChALLENGES
•	 Transportation/Access 
•	 Key regional North – South connections at 

Lindbergh and I-270
•	 Approximately a 10 minute drive from the 

Lambert-St. Louis International Airport
•	 Central location within the region 

Transportation/Access 
•	 Pedestrian	and	cross	connections	not	strong—

therefore, even with existing retail, hard for 
households and tenants to access them

Connection to Current Demand Sources 
•	 Over 76,000 households within 5 miles from 

the intersection of Dorsett and I-270 
•	 Strong daytime population 

Placemaking vs. Demand
•	 Creating places that the population wants to go 

visit and spend time
•	 Competes with more prestigious corridors in the 

County and region
Opportunity to be something different than the 
overall region 

Market Economics 
•	 Overall slow lack of new demand
•	 Limited residential as a current land use
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MARKET OVERVIEW

Regional Economic Overview
There are many unique attributes and characteristics that distinguish one metropolitan area 
from another, yet there are striking similarities between most North American metropolitan 
areas in terms of how they develop, at least from a real estate perspective. This observation 
enabled RCLCO in the 1990s to initially identify and catalogue certain rules governing the 
way metropolitan areas evolve over time.  Despite differences in metropolitan growth rates 
and size, as well as geographic peculiarities, most major metropolitan areas were evolving 
with surprising similarity. Economic growth had generally focused in the “favored quarter” of 
metropolitan areas, which is almost always in the immediate proximity of upper-middle and 
upper-end	executive	housing	and	influenced	by	the	configuration	of	the	region’s	limited	ac-
cess highway systems. The “favored quarter” is typically drawn from the original downtown 
to where the majority of new housing is located, where the vast majority of new spending on 
infrastructure and new roads occurs, and where much of the commercial real estate and job 
growth has occurred. The Dorsett Corridor is located within the favored quarter of growth in 
the region.

Demographic and Economic Analysis
The City of Maryland Heights and the Dorsett Corridor are located in St. Louis County which 
is part of the St. Louis, MO-IL Metropolitan Statistical Area (St. Louis MSA). The St. Louis 
MSA and St. Louis County are projected to have stable, yet slow growth, and City of Mary-
land Heights and the corridor itself are projected to remain stable. Therefore, in order to 
create demand for new land uses, Maryland Heights needs to develop an environment that 
will attract new users to the corridor. The growth is not projected to happen on its own. For 
the County, ESRI projects a slight increase in households, and Moody’s Economy.com is 
more	optimistic—they	project	St.	Louis	County	will	grow	by	approximately	1,400	households	
per	year	through	2030.	The	Missouri	Office	of	Administration	has	the	lowest	projections	
(see projections graph provided). Maryland Heights is projected to have a slight increase in 
households, while the corridor is projected to decrease very slightly. However, 55+ house-
holds	are	an	exception	to	the	overall	negative	and	slow	growth	story—this	age	bracket	is	ex-
pected to increase even in pessimistic scenarios. They are an important source of demand 
for future land uses in the corridor. 

 

In 2012, according the Bureau of Labor Statistics, there were approximately 1.3 million 
jobs in the St. Louis MSA. The St. Louis MSA is anticipated to see an uptick in employ-
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ment growth between 2013 and 2016, making up for jobs lost during the recession. After 
2016, the MSA is expected to grow by approximately 7,600 jobs per year through 2030. The 
economy is driven primarily by Trade, Transportation & Utilities, Professional & Business 
Services, and Education & Health Services. Not surprisingly, job losses from 2000 to 2010 
were	most	significant	in	Manufacturing.	From	2013	to	2030,	the	sectors	anticipated	to	see	
the greatest amount of growth are Education & Health Services, Professional & Business 
Services, and Leisure & Hospitality.

The majority of employees in the Dorsett Road corridor work in Manufacturing, Retail Trade, 
and Wholesale Trade. 

Key observations include the following:

•	  While households aged 55+ are growing in all geographies, the corridor overall has a 
younger population than the city or the county (in 2010, the median age was 40 in the 
County, 35 in the City, and 34 in the corridor).

•	  There are a large number of renters in the corridor (rental housing makes up ~50 
percent of total housing units), compared to 26 percent in the county and 39 percent in 
the city.

•	  People are moving to St. Louis County from surrounding Missouri, Illinois, and other 
Midwest counties.

•	  People are leaving St. Louis County for counties immediately to the West in Missouri 
and for warmer climates and job locations.

•	  Incomes along the corridor are on par with the median in the city and county, but 
well below those found in Nearby St. Louis suburbs to the south. The median income 
of residents in the corridor was $50,000 in 2012, and in the county overall it was 
approximately $55,000.

•	  The corridor is more ethnically diverse than the county or the city. 70 percent of county 
residents are white, while 63 percent of corridor residents are white.

•	  The corridor is jobs rich with a jobs to housing ratio of 5:1 (5 jobs for every household).

Retail Market

U.S. retail sales have improved from their lows in 2009, helping to spur national improve-
ments in retail real estate performance and fundamentals. Solid consumer spending, 
supported	by	households	dipping	into	their	savings	in	order	to	buy	necessity	items—and,	
increasingly,	discretionary	ones—has	maintained	above-average	performance	for	grocery-
anchored strip centers even during the recession and is driving the early retail recovery 
across other property types. Vacancy rates have peaked and are beginning to fall as 
demand is gently rising, though rents have not yet increased across the board. True recov-
ery of retail real estate will depend upon stronger wage growth, job growth, and economic 
expansion to drive sustained consumer spending. The general lack of new retail deliveries 
throughout the downturn should assist as well, as existing vacancies are absorbed with 
limited new competition.

Transformative	changes	to	retail	have	ramifications	for	all	but	the	most	well-positioned	as-
sets. Internet sales increasingly steal market share away from stick-and-brick retail, caus-
ing shops to morph into smaller showroom spaces that complement e-commerce. Retail is 
experiencing a wide performance gap between best-in-class assets in wealthy areas where 
spending has remained strong during the downturn and “other” assets which have suffered 
due to a reduced need for space and general consumer frugality. Vendors are shifting to 
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smaller footprints and consolidating locations, further reducing demand at non-Class A retail 
across sub-types and increasing the risk of failure in all but the wealthiest locations. 

Changing demographics are also affecting long-term demand for retail, bringing additional 
format change to the sector. The best enclosed shopping malls and lifestyle centers are 
top assets, followed by grocery-anchored neighborhood and community centers that offer 
necessity goods. Power centers, typically including big box stores, were hit hardest during 
the recession overall, yet the best of these assets (those that have retained the dominant 
remaining retailers) should have upside potential when spending increases for discretionary 
goods. 

The St. Louis MSA retail market suffered during the economic downturn. There was nega-
tive absorption, high vacancies, declining rents, and limited new construction. However, 
there has been recent better news similar to the rest of the nation. 2012 was a strong year 
with total net absorption at 151,000 square feet, compared to -25,000 in 2011. In addition, 
vacancy was 12.7 percent at year end 2012, slightly down from 13.2 percent at year end 
2011. Similar to many areas in the U.S., rents have just started to begin to stabilize. The St. 
Louis market overall for community and neighborhood retail was at $14.69 per square foot 
asking rents at year end 2012, while the St. Louis Central submarket, where the corridor is 
located, was $17.61 per square foot.  These higher rents are primarily due to the Nearby St. 
Louis suburbs and Creve Coeur areas within the submarket. While secondary data is not 
available	for	the	corridor	as	a	whole,	an	average	of	the	retail	centers	we	identified	is	$12.82	
per square foot, below the average for both the MSA and submarket.

Local Competitive Market
The St. Louis Central Submarket  is projected to hold a stable to slightly increasing share 
of the metro area’s occupied retail stock (currently approximately 30 percent of the total 
metropolitan area, rising to 33 percent) and a decreasing share of the vacant stock. By 2017 
the occupied community and neighborhood retail stock in the St. Louis Central Submarket is 
expected to surpass eight million square feet.

Within the corridor, the majority of the retail centers are small, with less than 40,000 square 
feet per center. The vacancy rate ranges from 0 percent vacant at Dorsett Square (with the 
Ace Hardware and Gold’s Gym) to 77 percent vacant at Maryland Plaza that was opened in 
1960. The retail west of I-270 is performing better than the retail to the east of I-270 overall. 
Retail in the corridor tends to be neighborhood oriented, meaning it supports the people 
who live and work in the corridor. Typical tenants include fast food, drug store, dry cleaners, 
etc. The corridor does have a high share of certain businesses compared to its residents 
including Sport Goods, Hobby, Book & Music Stores as well as Motor Vehicle & Parts Deal-
ers. This suggests that while the majority of businesses are targeting local residents and 
workers,	there	are	some	niche	sub-regional	retail	opportunities	that	could	be	fulfilled	in	the	
corridor. 

Demand Analysis
To assess the demand opportunity for new retail in the county and the corridor, RCLCO uti-
lized a variety of demand sources to understand the future potential within the corridor. The 
sources of demand included the following:

•	 	The	first	source	of	demand	was	leakage	from	existing	households	in	the	City	of	
Maryland Heights. Based upon ESRI data, there is currently a large amount of shopping 
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that residents do outside of the city. Part of this spending can be captured in the 
corridor.

•	  A second source of demand is from future household growth within the City of Maryland 
Heights. In order to understand what the potential might be, we utilized St. Louis 
County projections, and assumed 3 percent of growth would occur in Maryland Heights 
(which is the current capture). Future household growth was multiplied by spending per 
household to understand future spending power of Maryland Heights’ residents. Part of 
this spending can be captured in the corridor.

•	  A third source was employees. We estimated the amount that employees in the corridor 
would spend while working in the corridor.

•	 	The	final	source	would	be	others	from	outside	of	the	sources	listed	above	(such	as	
tourists and regional shoppers). We estimated this to be 15 percent of the total demand.

POTENTIAL RETAIL DEMAND
Type of Store Total Retail Supported SF
Grocery 0K-40K SF
Specialty Food 8K-16K SF
Apparel 10K-21K SF
Shoes & Accessories 4K-8K SF
Eating Places 13K-25K SF
Other	(Home	Furnishing,	Electronics,	Gifts,	Office) 7K-14K SF
Total 42k-124k Sf

Based upon this analysis, there is the potential for 42,000-124,000 square feet of new retail 
square	feet	in	the	corridor	by	2030.	This	does	not	take	into	account	any	specific	project	for	
which	the	numbers	could	be	higher	or	lower	based	upon	a	site-specific	market	study.	The	
demand for the corridor is based upon the corridor’s overall potential. The range supported 
represents different capture rates of future demand within the corridor. The higher number 
would suggest a brand new retail center, while the lower number would suggest rebuilding 
and adding on to an existing center. See the Potential Retail Demand Table shown here. 

Summary of Retail in Corridor
There is limited short-term opportunity for retail in the study area. While vacancies have 
begun to decrease, they are still too high to justify new construction except at the most ideal 
locations. Rents have also yet to begin to recover from their lows. However, the demand 
indicated that retail is leaking out of the area, and some of the older retail could be updated, 
presenting a relatively short-term opportunity. The corridor competes with better located 
retail to the south.

The core retail strategy is to consolidate retail into nodes at key intersections. This will allow 
the	strongest	retail	locations	to	flourish	and	command	higher	rents,	while	allowing	marginal	
retail locations to transition into more appropriate land uses. There is also an opportunity 
in the future to create better destinations and mixed-use projects within the corridor. Likely, 
projects would be mixed horizontally (e.g., on the same site, but not stacked over each 
other) rather than vertically (e.g., residential over retail). The right site would be necessary 
to create this type of development, but there is mid-term to long term market demand for 
it. The Retail Strengths and Challenges Table shown here outlines the retail strengths and 
weaknesses in the corridor.
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RETAIL STRENGThS AND ChALLENGES
STRENGThS ChALLENGES
Traffic	Counts	of	17,000	on	Dorsett	west	of	
I-270, 28,000 on Dorsett east of I-270, with 
potential connection to over 150,000 on I-270 

Lack of connection of retail to surrounding 
neighborhoods and lack of available prime Dorsett 
frontage 

Large	population	base	to	draw	from—over	
76,000 households within 5 miles from the 
intersection of Dorsett and I-270 

Retailers on Dorsett are not doing poorly enough 
to justify removing them, but also not doing well 
enough to justify new construction in most cases 

The retail rental rate in the Central St. Louis 
Submarket has been dropping after a 2008 
high, but is projected to increase beyond 2008 
rates by 2015 

Creating a place that is catalytic enough to 
capture	more	traffic	off	of	I-270	

Vacancy projected to decrease Slow growth in households 

Office	Market

The	U.S.	office	sector	has	achieved	a	modest	rebound	since	the	worst	of	the	recession	in	
2009. The global economy is improving, with job growth in select domestic markets lead-
ing	to	vacancy	reductions	and	effective	rent	growth,	albeit	at	a	slow	pace.	Office	demand	
should continue to be driven by traditional factors such as global economic growth and 
employment	growth	in	key	office-using	industries.	However,	recent	office	market	perfor-
mance has been largely uneven, with certain “pockets of excellence” in markets experienc-
ing strong growth in the technology and energy sectors, compared to underperforming 
markets plagued by pre-recession overbuilding and weak employment growth. Although the 
office	outlook	for	2013	and	beyond	remains	cautiously	optimistic,	the	trend	toward	less	of-
fice	space	per	employee	represents	a	major	threat	to	current	office	owners	and	developers	
throughout the country.

Growth in elderly populations and continued employment growth in the healthcare sector 
should	drive	medical	office	demand	over	the	long-term.	Domestic	markets	experiencing	
growth	in	aging	populations	should	see	increased	demand	for	revamped	medical	office	
space to accommodate both the growing population as well as new technologies and ser-
vices. 

Given	these	macroeconomic	and	demographic	trends,	the	most	attractive	national	office	
opportunities will be focused on Class A properties in central business districts, along with 
well-located	medical	office	properties.	Significant	development	of	new	space	appears	to	be	
far off (into the next real estate up-cycle, most likely) as domestic markets continue to work 
through	existing	inventories.	While	the	worst	of	the	office	market’s	recent	troubles	appear	
to be behind us, improvement will continue at a slow, methodical pace as growing business 
confidence	leads	to	steady	absorption	of	global	office	space.

Similar	to	retail,	the	St.	Louis	MSA	office	market	suffered	during	the	downturn.	It	appears	
to have hit bottom, but has of yet shown few signs of making a strong or quick recovery. In 
2012, there was 19,000 square feet of positive net absorption. However, vacancy rates still 
are over 18 percent, and rental rates have remained steady around $20 per square foot in 
asking rent. 
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Local Competitive Market
The corridor is located between two submarkets, Olive/Westport and North/St. Charles. The 
majority of the corridor is located within the smaller, and closer-in Olive/Westport submar-
ket.	It	has	approximately	7	million	square	feet	of	office	space	at	a	vacancy	of	20.5	percent,	
slightly higher than the MSA overall. Rental rates are similar to the MSA overall at approxi-
mately $20.8 per square foot. 
 
The	few	office	buildings	large	enough	to	be	tracked	within	the	corridor	are	well-occupied	
and,	on	average,	tend	to	be	smaller	than	the	average	office	building	in	the	submarket.	
Owner-occupied space (such as for Edward Jones and/or the city buildings) would not be 
counted within the secondary data. The Edward Jones headquarters near the intersection of 
Dorsett	Road	and	I-270	is	a	strong,	positive	influence	on	the	office	in	the	area.

Demand Analysis
To	assess	the	demand	opportunity	for	new	office	in	the	corridor,	RCLCO	utilized	Moody’s	
economy.com St. Louis MSA employment projections to determine annual employment 
change.	We	compared	the	office	employment	to	the	square	feet	of	office	in	the	MSA	to	
determine	the	total	square	feet	of	office	space	required	per	employee.	We	utilized	future	
office	employment	projections	and	the	space	per	employee	to	determine	future	office	needs	
at the MSA level. To determine the capture in the corridor, RCLCO utilized the Olive/West-
port Submarket share of the MSA, and then the corridor share of the submarket based upon 
total	square	feet	of	office	currently	in	each.	Based	upon	this	analysis,	there	is	a	potential	
of	4,000	to	15,000	new	square	feet	of	office	per	year	in	the	corridor	for	a	total	of	70,000	to	
264,000 square feet within the corridor by 2030. The average demand is 10,000 square feet 
per year, for a total of 180,000 square feet over the next 18 years. This does not take into 
account	any	specific	project	for	which	the	numbers	could	be	higher	or	lower	based	upon	a	
site-specific	market	study.	The	demand	for	the	corridor	is	based	upon	the	corridor’s	overall	
potential. 

Summary of Office in the Corridor
The	market	for	office	in	the	corridor,	as	with	many	places	in	the	U.S.,	is	currently	weak,	
except	for	opportunistic	projects.	Office	vacancies	are	very	high,	and	the	space	in	the	cor-
ridor	is	typically	outdated,	with	the	exception	of	build-to-suit	offices	such	as	the	government	
center and Edward Jones. In addition, the corridor is perceived as more of an industrial lo-
cation,	and	therefore	it	may	be	harder	to	attract	office	tenants	to	the	area.	The	exception	to	
this	would	be	to	attract	office	users	who	would	be	interested	in	lower-priced	and/or	off-beat	
space.

There	is	potential	for	redevelopment	of	older	industrial	buildings	into	office	and	the	op-
portunity to create new buildings, if the new space better meets tenant preferences. The 
strongest	first	opportunity	is	to	focus	on	the	types	of	office-using	businesses	that	are	cur-
rently located in corridor (e.g., services, FIRE, health care), and build upon those. There is 
also	an	opportunity	to	create	a	mixed-use	environment	with	the	correct	project.	The	Office	
Strengths	and	Challenges	Table	shown	here	lists	the	office	strengths	and	challenges	in	the	
corridor.
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OffICE STRENGThS AND ChALLENGES
STRENGThS ChALLENGES
Strong	office	user	in	Edward	Jones	and	fair	regional	
access to potential employees and businesses 

Not	a	typical	Class	A	office	location,	most	
office	is	Class	C	and	was	built	in	the	
1970s/80s 

Despite increasing vacancies post-2008, they appear 
to have peaked in 2012 and are projected to improve 
through 2017 

The Olive/Westport Submarket has 
slightly higher than average vacancy 

The Olive/Westport submarket achieves higher rents 
on average than the MSA. Average asking rents are 
projected to continue growing upwards of $22 in the 
submarket and the MSA, the highest in over two 
decades 

Despite increasing rents, they are still not 
at a level in the corridor that would justify 
Class A construction. The exception in 
the submarket may be the “favored” Olive 
Road Corridor

Industrial Market

After record availability rates led to a steep erosion of values during the recession, industrial 
real estate transitioned into recovery during the second half of 2010. The steady resurgence 
in global consumption and trade has stimulated manufacturing, inventory restocking, and 
export volumes driving the rebound in industrial. The pace of this recovery, however, has 
been uneven as demand drivers such as job growth and retail spending continue to ebb and 
flow	on	a	quarterly	basis;	a	confluence	of	limited	pricing	power,	low	wage	growth,	and	an	
idle housing market may temper the near-term upside for industrial properties. In addition, 
further growth in manufacturing, construction, and consumer spending are needed to ce-
ment the gains from 2011 and forward. Aging highway, tunnel, and bridge infrastructure will 
eventually increase logistics costs, and should key better returns in markets with the best 
connectivity and rail access. 

Industrial properties support global consumption, either through housing manufacturing 
processes	or	through	the	distribution	and	storage	of	goods.	The	industrial	sector’s	specific	
demand	drivers	are	relatively	complex,	including	trade	flows	(which	in	turn	are	driven	by	la-
bor costs and availability, fuel costs, political and military situations, etc.), consumer spend-
ing, retail performance, distribution/logistics needs, and transportation infrastructure. In the 
United States, logistics/distribution users, rather than manufacturers, are the predominant 
industrial users, as imports require more space than exports. These broad-based metrics 
impact	long-term	industry	performance	globally,	but	also	specific	markets,	submarkets,	and	
assets. Domestic exterior ports that are proximate to markets experiencing higher than aver-
age employment growth have the strongest fundamentals, and warehouse demand should 
steadily rise in line with job attainment in these markets. In other interior markets, losses 
in manufacturing employment have outstripped increases in warehousing, often leading to 
negative demand for industrial uses.

The overall industrial market in St. Louis has a low vacancy rate at 7.6 percent at the end of 
2012. The Warehouse/Distribution market had a higher vacancy rate at 13.6 percent. Similar 
to the U.S., St. Louis experienced negative absorption in 2009 and 2010, and saw almost 
2 million square feet of absorption in 2011. 2012 has been an equally strong year with 1.8 
million square feet of absorption. The industrial market overall adds approximately 1.3 mil-
lion square feet of industrial space per year. The Warehouse/Distribution market has been 
relatively quiet for the last few years, but is anticipated to pick up 2013 and beyond. 
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Local Competitive Market
The corridor is located between two submarkets, Mid County and West Southwest County. 
Mid County has approximately 18 million square feet of Warehouse/Distribution space at 
16.2 percent vacancy. The West Southwest County is the smallest Warehouse/Distribu-
tion market with approximately 9 million square feet of space at 15.4 percent vacancy. Mid 
County captures approximately 0.4 percent of MSA demand annually, and is projected to 
remain	relatively	flat	in	the	next	few	years.	
 
The	flex/R&D	industrial	buildings	in	and	near	the	corridor	tend	to	be	smaller	with	an	average	
size of 30,000 square feet. They also have a higher vacancy rate and lower rental rate than 
the submarket and MSA overall at an average 34 percent vacancy rate and $6 per square 
foot rental rate. The space tends to be older and outdated. The Warehouse/Distribution 
buildings in the area tend to be slightly larger at an average of 45,000 square feet. They are 
also approximately 34 percent vacant and rents average $4 per square foot. 

Demand Analysis
To assess the demand opportunity for new industrial in the corridor, RCLCO utilized 
Moody’s economy.com for St. Louis MSA industrial employment projections to determine 
annual employment change. We compared the industrial employment to the square feet 
of industrial in the MSA to determine the total square feet of industrial space required per 
employee. We utilized future industrial job projections and the space per employee to de-
termine future industrial needs at the MSA level. Unfortunately, while short-term projections 
for industrial employment are positive, they peak in 2016 at 152,000 jobs, and are projected 
to decrease to 141,000 jobs by 2030. Therefore, the overall demand for industrial space in 
the market is negative. New space demand will need to be based upon replacing obsolete 
space, and capturing niche markets. We believe the industrial space in the corridor will 
regenerate	overtime	into	more	flexible	space	that	accommodates	a	variety	of	uses.

Summary of Industrial in the Corridor
Due to the age of the industrial buildings in the corridor, many of them would be good candi-
dates for redevelopment if the right user was located. 

INDUSTRIAL STRENGThS AND ChALLENGES
STRENGThS ChALLENGES
Projected decreasing vacancy and 
increasing rental rates through 2017 

The Mid County submarket has one of the highest 
vacancy rates in the MSA and some properties in the 
corridor have a reported 100% vacancy rate 

In the near-term, industrial jobs are 
projected to slightly increase 

Decreasing projections for industrial employment across 
the board, especially when looking out to 2030, industrial 
does not look like a prudent investment 

A known industrial area in the region Mid County absorption was only 0.4% of the MSA from 
2010-2012 

 
Apartment Market

Although	the	recent	recession	had	a	significant	negative	impact	on	all	asset	types,	the	
national apartment sector has experienced a robust recovery, supported by broad economic 
and	demographic	trends	that	suggest	significant	pent	up	demand	for	rental	housing.	The	
major drivers for the recovery are robust job recovery in some markets that generates new 
household growth and release of pent-up demand, a demographic wave of young house-
holds in prime renter age groups entering the market, and continued declines in home-
ownership due to foreclosures and other distress that may potentially change preferences. 
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Although these trends may be cyclical in nature, the near-term growth in demand for rental 
housing appears to be the most certain trend in real estate. There is discussion of an “apart-
ment bubble” in certain markets, but this does not appear to be an issue currently in the St. 
Louis market.

The St. Louis MSA apartment market has been in recovery similar to the U.S. Based upon 
an increase in demand, development and investor activity has been strong. In 2012, approx-
imately 1,600 units were absorbed, with few market-rate apartments being delivered, help-
ing to decrease vacancy. REIS reports that year end 2012 vacancy was only 5.5 percent. 
Approximately 400 units are projected to be completed in 2013 and another 800+ units in 
2014. Rents have been increasing and the average asking monthly rent was $760 per month 
at year end 2012. 

Local Competitive Market
Dorsett Road is located in the Maryland Heights submarket. The Maryland Heights Submar-
ket is performing better than the market overall. As of year end 2012, vacancy was at 3.6 
percent with an average asking rent of $854. RCLCO considered 30 different rental proper-
ties close to and within the corridor study area. Of this set, the average rent was $0.96 per 
square foot, beneath the amount typically needed to build new apartments. However, the 
highest rent in the area was $1.23 at Bonhomme Village Apartments, suggesting that rents 
are likely high enough to build walk-up, garden-style apartments. The oldest apartments in 
the area we considered were built in the 1960s. The newest apartments were built in 2006.

Demand Analysis
To assess the demand opportunity for new rental apartments in the county and the corri-
dor,	RCLCO	utilized	Moody’s	economy.com	for	St.	Louis	County,	and	then	identified	those	
households that are likely to become and remain renters, based on historical and recent 
trends on homeownership. To determine the capture in the corridor, RCLCO utilized the 
number of renters in the city and corridor versus the county overall. One of the challenges 
for determining the demand for new housing units is that very limited new household growth 
is projected in the area. In addition, RCLCO determined an upside potential based upon the 
corridor capturing a higher number of renters based upon offering new product and rede-
velopment. Based upon this analysis, there are a potential 2 to 25 new rental units per year 
in the corridor for a potential total of 150 to 240 new units within the corridor by 2030. This 
does	not	take	into	account	any	specific	project	for	which	the	numbers	could	be	higher	or	
lower	based	upon	a	site-specific	market	study.	The	demand	for	the	corridor	is	based	upon	
the corridor’s overall potential.

Summary of For-Rent Residential in the Corridor
The demand in the area is relatively strong for rental product. There are low vacancies, and 
apartment developers throughout the metro area are looking for locations to construct new 
apartments. The highest rents in the area average $1.23 per square foot, high enough to 
justify new construction. Overall rents average almost $1.00 per square foot. In addition, 
there is a lot of employment in the area that is attractive to new rental housing.  

As with the other land uses, the correct site needs to be located for the development of 
rental apartments. They would likely be walk-up, garden-style apartments given rents in the 
area. In addition, apartments would be a good use in a mixed-use project. They would likely 
be integrated into the project with good walking connections, but without a vertical integra-
tion of land uses. The strengths and challenges of rental apartments are laid out in more 
detail in the table shown here. 
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APARTMENT STRENGThS AND ChALLENGES
STRENGThS ChALLENGES
Good access to employment Most of the study area is not achieving a high 

$/SF 
Well executed projects in Maryland Heights 
achieve a 25-30%+ premium over the average in 
the area 

Finding a piece of land large enough to allow a 
developer to create a good size project (250+/- 
units) 

Low existing product vacancy, overall submarket 
is at 3.6%, the second lowest of any St. Louis 
submarket, the two projects directly in the corridor 
have 2-5% vacancy 

Not the “favored” apartment area, most 
apartments	are	along	Olive	Road—however,	
the complex achieving the highest rents, 
Boulder Springs, is at Page Road and I-270 

Draw from both workforce population and 55+ 
population depending on product type positioning 

For-Sale Residential Market

The national for-sale residential market is beginning to pick up slowly following one of the 
largest housing market crashes in U.S. history. In many markets, lots are in low supply as 
builders scramble to keep up with the pace of demand. With that said, sales are still down 
significantly	from	the	peak.	In	addition,	the	recent	decline	in	the	rate	of	homeownership	
in the U.S. represents a correction to the excesses of the boom period, rather than a new 
trend line; homeownership in the U. S., including for single-family homes, continues to have 
appeal, and is primarily waiting for broader recovery to strengthen.

According to the State of the Cities Data Systems (SOCDS) Building Permits Database, per-
mits in the St. Louis MSA peaked in 2004 with approximately 13,500 single-family permits 
pulled, far above the average annual from 1990 to 2010 which was approximately 9,500 
permits. Permits bottomed out in 2011 at approximately 3,300 and rose to 4,200 in 2012. St. 
Louis County followed a similar trajectory with the largest number of permits being pulled in 
2005 at 2,155. However, as the area is nearing build-out, permits were higher in the 1990s 
with an average of almost 3,000 permits per year. Permits dropped to just over 500 in 2009. 
In the City of Maryland Heights, 159 multifamily units were permitted in 1999, and none 
have been permitted since that time. The number of single-family detached permits has 
been under 100 per year, with no permits being pulled in the last few years.
 
Local Competitive Market
There are no new for-sale products in the area. Therefore, RCLCO examined re-sale data 
at a variety of condominium projects in the area. The majority of projects were built in the 
1980s and they sell, on average for $88 per square foot. The highest sell for just over $100 
per square foot. The median condo price in Maryland Heights in January/February 2013 
was $89,000, with the lowest selling for $37,000 and the highest selling for $130,000. The 
median price for a single-family detached home in the same period was $120,000. 

Demand Analysis
To assess the demand opportunity for new for-sale homes in the county and the corridor, 
RCLCO	utilized	Moody’s	economy.com	for	St.	Louis	County,	and	then	identified	those	
households that are likely to become and remain owners, based on historical and recent 
trends on homeownership. To determine the capture in the corridor, RCLCO utilized the 
number of owners in the city and corridor versus the county overall. One of the challenges 
for determining the demand for new housing units is that very limited new household growth 
is projected in the area. In addition, RCLCO determined an upside potential based upon 
the corridor capturing a higher number of owners based upon offering new product and 
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redevelopment. Based upon this analysis, there are a potential 2 to 25 new owner units per 
year in the corridor for a potential total of 117 to 240 new units within the corridor by 2030. 
This	does	not	take	into	account	any	specific	project	for	which	the	numbers	could	be	higher	
or	lower	based	upon	a	site-specific	market	study.	The	demand	for	the	corridor	is	based	
upon the corridor’s overall potential. In addition, we examined the potential demand for 
senior housing in the corridor, specially looking at the growth in households aged 65. This 
represents the strongest short-term opportunity for housing as there should be demand for 
between 100 and 200 units by 2017 in the corridor.

Summary of For-Sale Residential in the Corridor
The opportunity for attached and detached for-sale housing in the corridor is constrained 
by the lack of future household growth projected in the area. However, with the right prod-
uct, there would be the opportunity to attract new buyers to the area. These would likely be 
people who work in the area, people who would like to buy a new home, and older house-
holds	looking	for	a	different	lifestyle.	The	specific	product	for	for-sale	residential	would	
depend	upon	the	identified	site,	but	would	likely	include	some	type	of	attached	product	such	
as townhomes, plex products, and condominiums. The strengths and challenges associated 
with for-sale residential are listed in the table provided.

fOR-SALE RESIDENTIAL STRENGThS AND ChALLENGES
STRENGThS ChALLENGES
An increasing 55+ population in the MSA 
and the county 

Most of the for-sale product in the area was built in the 
1970s and 1980s and is relatively affordable 

Virtually no new condo/townhome 
inventory in the study area or 
surrounding area 

Currently competing with areas that are higher-end 

Close to employment Attached product is typically a value alternative to 
single-family	detached—with	the	SFD	product	relatively	
affordable, will be hard to compete with new attached 
product 
Industrial uses can create a perception of lower quality 

CONCLUSIONS AND RECOMMENDATIONS

Many market opportunities exist within the corridor for redevelopment; however, due to the 
current economic climate and mix of land uses, the revitalization will take time. Leading 
investment in the corridor is likely to focus on updating aging industrial properties within 
the corridor. Other strong short-term uses include rental apartments. There are short-term 
opportunities for smaller-scale commercial uses. These types of opportunities require the 
correct	sites	to	be	identified.	There	is	the	potential	to	create	larger-scale	projects	once	a	
critical mass is created within the corridor, and if a site could be assembled. One of the 
main challenges in the corridor will be identifying sites large enough to create a catalyst for 
redevelopment.	There	needs	to	be	a	sense	of	place	and	a	definable	core.

After completing the analysis of each of the land uses within the corridor, RCLCO identi-
fied	which	represented	the	best	short-	and	long-term	opportunities	based	upon	current	and	
future conditions, the outlook for each land use, and our understanding of how the corridor 
is likely to function in the future. The table provided summarizes our recommendations by 
land use.
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MARkET OPPORTUNITY bY COMMERCIAL LAND USE
Retail Office Industrial

Short-term 
Opportunity

Opportunistic – high 
vacancies and limited 
land availability

Opportunistic – high 
vacancies and rents 
still low for speculative 
building

Limited – loss of jobs 
in industrial uses & 
conversion of properties 
in	area	to	office

Longer-term 
Opportunity 

Moderate – opportunity 
to consolidate existing 
& create new “town 
center” environment

Strong – need to create 
location, sense of place, 
and plan to redevelop 
industrial area

Limited – industrial 
industries losing jobs & 
those growing not moving 
to rehabilitated space

Demand 
Potential to 2030 

42,000 to 120,000 SF 71,000 to 264,000 SF Demand suggests 0 SF, 
yet likely to have turnover 
in market

Number of 
Projects

1  center 1-5, 50,000 SF buildings Redevelopment

Key Tenants/ 
Buyers

Neighborhood serving/
Town Center

Professional services, 
Medical 

Mixture

MARkET OPPORTUNITY bY RESIDENTIAL LAND USE
for-Rent Residential for-Sale Residential Senior housing

Short-term 
Opportunity

Strong – vacancy low, 
limited new product

Limited – market for 
attached for-sale weak

Moderate – demand 
fundamentals are strong, 
lack of appropriate site

Longer-term 
Opportunity 

Moderate – challenged 
by site availability and 
overall demand

Moderate – with the right 
site and market recovery

Strong – growing number 
of senior households

Demand 
Potential to 2030 

120-240 units 65-130 units 100-200 units

Number of 
Projects

1 project 1 larger or 2-4 smaller 1 project

Key Tenants/ 
Buyers

Young professionals, 
empty nesters, 
immigrants

Young professionals, 
young families, empty 
nesters

Seniors

Critical Success Factors
In order to facilitate redevelopment in the Dorsett Corridor, the City and other interested 
stakeholders should focus on the following critical success factors:

•	 	Need	to	create	value	and	facilitate	connections—much	of	the	property	along	the	cor-
ridor is lower value. In order to increase the value of the land, it will be necessary to 
identify other, non-retail uses for parcels between the key intersections. These uses 
need to be connected to each other. 

•	 	Market	alone	won’t	likely	turn	the	corner	for	high-value	employment	opportunities—it	will	
be necessary to start with key parcels, and to help migrate the current uses to high-val-
ue employment. The City can help by identifying parcels, working with owners to zone 
them properly, and in certain cases, assemble key pieces. 

•	 	Create	focal	points	in	the	corridor—key	nodes	and	intersections	need	to	be	created.	
Where there are opportunities to create mixed-use, walkable environments, they should 
be encouraged.

•	 	Help	assemble	the	land—identify	landowners	willing	to	participate,	and	work	with	them	
to put together parcels big enough to attract larger users.
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•	 	As	sites	are	identified,	work	with	developers	to	maximize	potential	by	considering	den-
sity,	market,	connections,	and	amenities—be	creative	in	the	use	of	zoning	to	ensure	the	
City’s vision is executable.

•	  The corridor has distinct zones and areas that should be explored separately (e.g. east 
and west of I-270).

•	  The Dorsett Road corridor contains a unique and interesting collection of businesses 
(from Gateway Big Dog Motorcycles and R&S Pool and Spa, to Arizon Structures and 
many others). They should join forces to create an identity and name/brand for the 
area(s)—a	further	study	would	be	to	catalogue	and	group	all	of	the	businesses	in	the	
area to look for trends and key “sparks”.

•	 	Showcase	the	existing	businesses—The	city	should	make	a	point	of	helping	them	
thrive, not just survive. Look for ways to help small businesses grow by promoting them 
to St. Louis residents and in the media.

•	  The city has an interesting opportunity to create a long-term cool vision. After under-
standing the full make-up of the corridor businesses, determine what the angle should 
be.

•	 	Create	a	marketing	and	branding	campaign—With	a	name,	an	effective	marketing	
slogan and a branding campaign, organizers could attract more commerce to the area, 
supporting the local businesses as well as the city as a whole.

•	 	Create	a	business	incubator	atmosphere—Dorsett	Road	is	a	unique	place	in	St.	Louis	
where businesses can get affordable rents with good transportation access. Use that 
to draw emerging businesses, from restaurants to hair salons to internet start-ups to 
creative users.

Potential Locations Throughout the Corridor
Based	upon	our	market	study,	we	have	identified	the	following	potential	nodes	within	the	
corridor. The strategy is to concentrate land uses near existing, successful similar land 
uses, create mixed-use opportunities as appropriate, and create a “sense of place” within 
projects and orient the projects to Dorsett Road.

CRITICAL ASSUMPTIONS

Our conclusions are based on our analysis of the information available from our own 
sources and from the client as of the date of this report. We assume that the information is 
correct, complete, and reliable.

We made certain assumptions about the future performance of the global, national, and lo-
cal economy and real estate market, and on other factors similarly outside either our control 
or that of the client. We analyzed trends and the information available to us in drawing these 
conclusions.	However,	given	the	fluid	and	dynamic	nature	of	the	economy	and	real	estate	
markets, as well as the uncertainty surrounding particularly the near-term future, it is critical 
to monitor the economy and markets continuously and to revisit the aforementioned conclu-
sions periodically to ensure that they stand the test of time.

We assume that the economy and real estate markets are close to bottoming out for the 
current cycle, and that they will grow at a stable and moderate rate starting in 2011, more 
or less in a straight line on average for the duration of the analysis period (to 2020 and 
beyond). However, history tells us that stable and moderate growth patterns are not sustain-
able over extended periods of time, and that the economy is cyclical and that the real estate 
markets	are	typically	highly	sensitive	to	business	cycles.	Further,	it	is	very	difficult	to	predict	
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when the current economic and real estate downturns will end, and what will be the shape 
and pace of growth once they are recovered. 

With the above in mind, we assume that the long term average absorption rates and price 
changes will be as projected, realizing that most of the time performance will be either 
above or below said average rates.

Our analysis does not take into account the potential impact of future economic shocks 
on the national and/or local economy, and does not necessarily account for the potential 
benefits	from	major	“booms,”	if	and	when	they	occur.	Similarly,	the	analysis	does	not	neces-
sarily	reflect	the	residual	impact	on	the	real	estate	market	and	the	competitive	environment	
of	such	a	shock	or	boom.	Also,	it	is	important	to	note	that	it	is	difficult	to	predict	changing	
consumer and market psychology. 

For all the reasons outlined, we recommend the close monitoring of the economy and the 
marketplace, and updating this analysis as appropriate. 

Further, the project and investment economics should be “stress tested” to ensure that 
potential	fluctuations	in	revenue	and	cost	assumptions	resulting	from	alternative	scenarios	
regarding the economy and real estate market conditions will not cause failure.

In addition, we assume that once the current cycle is over, the following will occur in accor-
dance with current expectations:
•	  Economic, employment, and household growth.
•	  Other forecasts of trends and demographic and economic patterns, including consumer 

confidence	levels.
•	 The cost of development and construction.
•	  Tax laws (i.e., property and income tax rates, deductibility of mortgage interest, and so 

forth).
•	 	The	availability	and	cost	of	capital	and	mortgage	financing	for	real	estate	developers,	

owners and buyers, at levels present in the market before the most recent run up (i.e., 
early 2000s levels). 

•	  Competitive projects will be developed as planned (active and future) and that a reason-
able stream of supply offerings will satisfy real estate demand. 

•	  Major public works projects occur and are completed as planned.
Should any of the above change, this analysis should probably be updated, with the conclu-
sions reviewed accordingly (and possibly revised). 

GENERAL LIMITING CONDITIONS

Reasonable	efforts	have	been	made	to	ensure	that	the	data	contained	in	this	study	reflect	
accurate and timely information and are believed to be reliable. This study is based on 
estimates, assumptions, and other information developed by RCLCO from its independent 
research effort, general knowledge of the industry, and consultations with the client and its 
representatives. No responsibility is assumed for inaccuracies in reporting by the client, its 
agent, and representatives or in any other data source used in preparing or presenting this 
study. This report is based on information that to our knowledge was current as of the date 
of this report, and RCLCO has not undertaken any update of its research effort since such 
date.
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Our	report	may	contain	prospective	financial	information,	estimates,	or	opinions	that	repre-
sent our view of reasonable expectations at a particular time, but such information, esti-
mates, or opinions are not offered as predictions or assurances that a particular level of 
income	or	profit	will	be	achieved,	that	particular	events	will	occur,	or	that	a	particular	price	
will be offered or accepted. Actual results achieved during the period covered by our pro-
spective	financial	analysis	may	vary	from	those	described	in	our	report,	and	the	variations	
may be material. Therefore, no warranty or representation is made by RCLCO that any of 
the projected values or results contained in this study will be achieved.

Possession of this study does not carry with it the right of publication thereof or to use the 
name	of	“Robert	Charles	Lesser	&	Co.”	or	“RCLCO”	in	any	manner	without	first	obtaining	
the prior written consent of RCLCO. No abstracting, excerpting, or summarization of this 
study	may	be	made	without	first	obtaining	the	prior	written	consent	of	RCLCO.	This	report	is	
not to be used in conjunction with any public or private offering of securities or other similar 
purpose where it may be relied upon to any degree by any person other than the client with-
out	first	obtaining	the	prior	written	consent	of	RCLCO.	This	study	may	not	be	used	for	any	
purpose	other	than	that	for	which	it	is	prepared	or	for	which	prior	written	consent	has	first	
been obtained from RCLCO.


