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Baseline Real Estate Condition§pringfield

This report produced by Dr. Henry Renski of the UMASS Amherst Centecdapmic Development in
conjunction with the Economic and Public Policy research group at the UMass Donahue Institute,
providesa summary ofecent trends in the residential, commercial and industrial real estate markets
for the City ofSpringfieldand itssurrounding communitiedt serves as aompanion to theSpringfield
Host Community Economic Profile report by thenBloueInstitute that documents baseline conditions
on a variety of economic, demographic and fiscal indica#sswith the Economic Prédireport! our
analysis of Real Estate conditions covers several digiiressto paint acomprehensivepicture of the
local and regional real estate market prior to the introduction of a major resort casino. The report is
divided into two major sectionsThe first covesthe residential real estate market. The second cever
the commercial and industrial real estate market

The purpose of this studg to documentecentmarket conditions in the area prior the likely
introduction ofa major resoricasino Our goal iso establisha baseline for measuring potential
developmental impact$ In the process, we will also evaluate different data sources as well as
techniques for identifying possible impact¥hen measuringhe impacts ofamajor developmat, it is
important to not only track trend# the host community but also to benchmark these changes against
other areaghat facesimilar market conditions, bure unlikely to beémpacted by the development

itself. Other events that have little or natlg to do with the specific development, such as changes in
national andstate economic cyclesan have a considerable imgaon local market condition&Vithout
accounting for these external forces, one can easily mistigkattribute an apparent increasor

decrease in property sales or values to the development. However, finding a suitable comparison group
can be tricky. Communities with similar market conditions are often neighbors, and thus might be
subject to spilloveimpacts Conversely, distartcommunities might provide a false baseline of
comparison because they are not subject to Himmilarexternal market forces or regulatory conditions.

For this report we compare historic trends fBpringfieldo the Immediate RegioiiHampden and
HampshireCounties) and th&tate(Figurel). While inclusive oSprindield, both thelmmediate Region
andthe Statestretch beyondhe likely sphee of influence of the Casinddowever they are still subject

to the similar influences of national business cycles and regional economic and demographic trends.
Thus,the bulk of the impacts of the development are likely to be averagid Still, we recognize #t
theseare not ideal comparison groupsot that such a thing actually exists. One of the prinar
purposes of this baseline study is to ascertain just how well recent market trends 8tateand Region
match the host community, and whether these cserve as a sufficient basis for comparison.

We would like to thank Philip Dromey, Deputy Director of Planning, and Brian Connors, Deputy Director
of Economic Development for the City of Springfield, for their valuable review of our report.




Figurel. Massachusetts Host Communities and Their Immediate Regions
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The impact ofa major resortCasinanay very well spill beyonithe borders ofits host community. Thus,

in addition toSpringfield we also track baseline market atitions among nearby areas designated as

G2 F BAoOmhdingO2 YYdzy AGAS&aéd o0& G(KS al aal OKdzaighisich DI YAy 3
communities in theSpringfieldregion(Figure 2) making it impractical to report specific trends for each

within the limited confines of this report.Here we provide just a brief summary of changes over the

entire period.

Figure2. Massachusetts Host and Surrounding Communities
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Summary of Baseline Findings

Residential Real Estaliedicators

1 Springfield has aiversehousing marketcomprised mainly of singlamily homes. However,
sales ofmulti-family homesand condominiums are also fairly common

1 Real estate in Springfield relatively affordable, with median sale prices for sidglaily, multi-
family and condominiumfar belowstate and regional averages

1 The volume of singlamily home sales in Springfield has slowly begun to recover after a dramatic
drop in 2009 However, he median sale price of singlamily homeshascontinued to decline

1 Sales of multfamily homes are highly concentrated in the area immediately adjacent to the
proposed site of the Casirin the downtown areas o$pringfield. Singlamily homesare less
commonin the immediate vicinity of the site

1 We expect that if the Casino does have an impact on sales, it will be most apparent among
properties that are closest to the site. Overall, we find little relationship between proximity to
the casino site and changes in home prices over the baseline period.

1 According to the CensWBureay gross monthly rents iSpringfieldare somewhatiower than the
statemedian,although generally consistent with othareacommunities The Census also reports
that rents inSpringfieldhave risen at a rate consistent withelstateover the past decade.

91 Data fromCostar reports a much larger divide between Springfieldithe state average effective
rent, as well as much slower rate of growth.

9 Building permits are an important indicator of future development, but can bbhiigariable.

This will make it difficult to distinguish possible impacts from serendipitous events, such as the
permitting of a single large development.

1 In Springdfield the number of singleand multifamily permits dropped steadily over the past
decade while the real value opermits has generally increased

Commerciabnd Industrial Real Estate Indicators

1 Building inventory and commercial rentable building area have increased since 2008 for
commerciabuildings but have fallen for industridduildings.

1 The commercial vacancy rate in Springfield is similar tcttite rate but much higher than most
2F AlGa YySAIKOZ2NAD {LINAYIFASE RQA datf Ruddashi I £ DI (
the rates of many of its neighbors.

1 With a few exceptions among its more affluent neighbors, lease rates of all types in Springfield
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Residential Real Estate
Residential Property Sales

Property sales are among timeost direct indicators of changing real estate markaiaditions. They are

often used to measure the impact of new development on surrounding areas. A sustained rise in the
number and market values of properties following the construction of a new casityosignify

successful neighborhood revitalization, as investors are willing to buy properties at higher prices.
Conversely, a decline in property values may indicate the negative impacts resulting from possible fears
of increased, traffic, crime, noiset other negative externalities.

Our analysis uses property sales reported by the Massachusetts Department of Revenue (DOR) Division

of Local Services. The DOR reports all verified property sales in the Commonwdtalbiugh theDOR

database includeproperty sales of alltypes 6S 2y f & Ay Of dzRS-f BKAILKEOt I aaA T
transactions. This eliminates sales between family members and sitoationswhere the sales price is

not a pure reflection of market value. The DOR database further idengéles by the predominant

land use classification of the propertyWe focus on several general types, namely: sifayialy

residential, multifamily residential, and condominiums. We ignore other types of residential land uses,

such as mobile homesd vacant lots, as they are relatively rare.

We use the DOR database to track the number and market value of property sales in Springfield
compared to thdmmediate Regioand State starting in 2008. Individual communities report this data

to the DOR on a fiscal year basis, and for some there is up to-gemrdag. At the time of writing, most
communities had reported for FY 2016, covering sales up to the fourth quarter of 20fefv holdouts

remain, but we will provide an update to this report as soon the new data comes in. We also take
advantage of the detailed address data in the DOR database to examine sales trends at varying distances
from the site of the casinoone mik, twomiles,five miles,sevenmiles, anden miles.

Residential Property Sales in Springfield

Springfieldist 2 YS G A YSa NIBeFChNINBBRed & Lwe vduld éxpeagiven such a titlethe
Springfielchousing markets dominatedby the saleof singlefamily homes. Just over 508inglefamily
homeswere sold during 2014, comprisimgughly 77percentof allhomesales in the CityHgure3).

Most of the® singlefamilyhomes are in neighborhoodbat arerelatively distah from the site of the
MGM casino.Multi-family homes are more common closer to downtoamdto the Casino. Milti-

family homestypically make up between 13 and pBrcentof all home residential sales in the city each
year. Condominiums make up rougldixto sevenpercentof annual residential sale$his is one of the
reasons why it is important to distinguish different types of housing, rather than focusing on
community-wide averages.



Figure3: City of Springfield, Number of Residential Property Sales by Type
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The Springfield housing markistonly just beghningto recover from thdingering impacts of th&reat
RecessionSinglefamily homes sales witnesd a profound declingrom 708sales in 2009 td59in

2010. Sales picked up starting in 2p&vith a 13percentannual rate of growth in 2013 andsixpercent
increase in 2014The market fomulti-family homeshas taken a bit longer to recover, with a steady rate
of declinefrom 200 to 2012, buthas since returned to neqare-recessionary levelsike multifamily
housing,condominiumsales have alspicked up sine a low point in 2012. However, the market for
condominiuns in Springfield is much smaller, making it more difficult to distinguish general trends from
annual fluctuations.

Despite the broader economic recovery, timedian sale pricéor single-family homes in Springfield has
continued to decline in recent years and remains notdiglow pre-recessionary levels. #008,a
typical Springfielginglefamily home sold for $165,00t 2014 dollargFigure4). In 2014, the median
sale price was $140,5@0a 13percentdrop in valuesince 20080n the psitiveside, the pace of
decline inhome values has slowed in recent years, and a continued rebound in sales may begin to push
up prices in the near futureThe sale price of muiamily homeswitnessed an even more dramatic
decline since 2008, with the median price bottoming out at $1@6,im 2011 a real dollar loss of over
$30,000 per homeBut unlike singldamily units, the sales price of mufimily homes has risen over
the past three years, with the typical unit now selling for $178,000e price of condominiumeso saw
a declinein real value from 2008 through 201 Unlike multi-family homes, the market value for
condaniniumsfell again after 2013 to a new low mediaale price of $94,750 in 2014.



Figure4: City of Springfield, Real Median Sales Ryfdeesidential Properties by Type (2014 dollars)
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Comparisons to the Region and State

Springfiel@a K2 dzaAy 3 YI NJ S (affectdd by the PedeBsion IhaR ditBedfiRtéor
Immediate Regioff However, in more recent years the shock has begun to wear off and the pace of
sales has resumed to a level generally consistent with the regadtnough still lagging th&tate Single
home sales in Springfield peakedi®09, but this was immediately followed by a sharp drop id1@0
(Figureb). Sales ithe Statewere essentially flat during thisntie, and the region saw only a small dip
More telling is theslight, but steadyincrease in the singl&amily home sales since 2Biwith the city
essentially matching regiahtrends.

Figure5: Singlefamily Home Sales, Chanfyjem 2008
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Singlefamily homes are considerably more affordable in Springfield compared to the region as well as to
the Commonwealth as a whol&igure6). In 204, the typical singléamily home in Springfield sold for
justover$140,000. That isroughly 40percentof the state median of $360,000 and G&ercentof the

regional median of $215,000

Absolute differencsin the value of homes mattsiess in theaccurate measwment ofdevelopment
impactsthan differences in the underlying trendi.e., have sales prices have been increasing or
decreasingt a similar pace aghe Stateand Region. From this perspective, tlsinglefamily market in
Springfield seems much more comparable to thgion. Between 2011 and 2014, the median sale price
in Springfield has declined ligur percent very close to thdive percent decline for the region as a

whole. During this same period, the statewide median sale price grdaupypercent eclipsing both
region and city.

Figure6: Singlefamily Homes, Median Sale Price (2014 Dollars)
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SpringfS R Q &familydafiatket is acloser match to regional trends in terms of sales volunfeigure?) and price(As with
sinde-family homes, the price of mulfamily homes in Springfield falls far below statewide averages.
{ LINJ y #n&dias <alR f2ige of $140,500 in 2014 was onlpd@entof the state mediang although
this does not account for differences in the number of units or other factors aside frormiackét
conditions that might influence the price (

Figure8). Yet, the median sale price in Springfielchish closeto the regional median for muHiamily
homes and the trenéh multi-family home prices isonsistent withthe State The exceptio is the

period between 2011 and 2013, whihe statewide median sale price increased at a notably faster
pace tharthe Aty or Immediate Region

Figure8). Springfield makes up roughly a third of the regional market for rfiauttiily homes, so it is not
surprising that Springfield trends have a large influence on regional {ttahsediate Regiomumbers
are made up of Hapden and Hampshire countgtals). The number of nalti-family salesn Springfield
declined steadily between 2009 and 2@l1atime whenstatewidesales were basically flat. Statewide
sales volume began to rigdter 2011,and continuedto risethrough 2014 The multifamily marketdid



not pickup in Spingfield until after 2012. &ween 2012 and 2014 the growth rate for sales of multi

family homes in Springfield has incredd® 38percent faster than the statewide growth rate of 23
percent

Figure7: Change in Multfamily Home Sales, 2008 to 2013
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As with singg-family homes, the price of mufamily homes in Springfield falls far below statewide
averages{ LINJ y In&dlaSdalR @i&e of $140,500 in 2014 was onlpd@entof the state mediang
although this does not account for differences in the number of units or other factors aside from local
market conditions that might influence the price (

Figure8). Yet, the median sale price in Springfielshigch closeto the regional median for mukiamily
homes and the trenéh multi-family home prices isonsistent withthe State The exceptio is the



period between 2011 and 2013, whéhe statewide median sale price increased at a notably faster
pace tharthe Aty or Immediate Region

Figure8: Multi-family Homes, Median Sale Price (2014 Dollars)
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Condominium sales in Springfield have genetaign consistent with th&tateand Immediate Region
although the Springfield market for condominiums is rather small (around fifty sales per year) and thus
bound to be rather erraticAll three areas (B/, Immediate RegionandState had a declining rate of
condominium sales from 2008 to 201Ejdure9). After 2011, the number of condominium sales in the
Stateand Region began to grow; in Springfiekhles did not pickp until after 2012.

Figure9: Change in Condominium Sales, 2008 to 2013
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Figurel0: Condominiums, Median Sale Price (2014 Dollars)
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As we found with other types of residential units, the sale price of Springfield condominiums remains
well below boththe Stateandthe Immediate Regiorlnlike these other housing types, Springfield has
yet to see a rebound in the sale price for its condominiums. In 2013, the typical condominium sold for
just under $100,000 in Springfield, nearly $65,000 less than the region and $230,000 less tBtaethe

as a whole. While condominium prices held steady forStamteas a whole since 2008, in Springfield

they declined by almost $45,000 real dollars between 2008 and 2014.

Residential Property Sales in Surrounding Communities

The communities surroundingpringfield represent very different market conditions, although all fall
well short of statewide average sale pricéalflel). There is a divide witn the region. The urban core
communities of Springfield, Chicopee and Holyoke fetch the lowest prices, regardless of the type of
housing. Prices are highest in outlying bedroom communities, namely Longmeadow, Wilbraham, and
East Longmeadow. The fiércent decline in the real median sale price of sinfglenily homes in

Springfield is generally consistent with many area communities, including some of the urban core (e.g.
Chicopee) as well as some of the wemdttbedroom communities, such as Wilbraham d&asbt
Longmeadow.

Tablel: Residential Sales Summary, Springfield and Surrounding Communities

Singlefamily Homes Multi -Family Homes Condominiums

% Change % Change % Change

Median in Real Median in Real Median in Real

Sale Median Sale Median Sale Median
Residential Sales SEES Price Sale Price  Sales Price Sale Price  Sales Price Sale Price
Indicators (2014) (2014) 20082014 (2014) (2014) 20082014 (2014) (2014) 20082014
Massachusetts 41,325 $360,000 -3% 4,702 $360,000 7% 20,102 $326,000 0%
Springfield 528 $140,500 -15% 95 $147,000 -16% 48  $94,750 -32%

Surrounding Communities

10



Agawam 196 $221,000 -11% 16 $212,500 -5% 66 $137,500 -23%
Chicopee 242 $170,000 -16% 45 $178,000 -13% 73 $119,000 -30%
East Longmeadow 144  $235,000 -14% 3 $190,000 n/a 5 $344,500 -17%
Holyoke 134 $177,500 -10% 15 $165,000 -19% 10 $115,000 10%
Longmeadow 213 $330,000 -2% 2 $230,000 n/a 5 $221,500 -41%
Ludlow 120 $214,250 -5% 6 $185,000 -5% 27 $181,500 -6%
West Springfield 166 $199,950 -13% 20 $182,500 -11% 42 $187,500 36%
Wilbraham 116 $262,500 -17% 1 $404,000 n/a 41 $292,000 2%

SourceMA Department of Revenue, Division of Local ServicesReal Estate Sales

Spatial Analysis of Residential Property Sales

The impact of new developments, even large ones sucltasnos, are often highly localized. Even

dramatic changes in the immediate neighborhood may not necessarily register at the regional or

community scale. Thiis especially true for larger communities where such impacts are often diluted by

other activities. An analysis restricted to municipal boundaries also does not account for prOX|m|ty A
development on the border of a host community may only registérdzli SR a A YL} Ol ¢ |4 GKS
scale, because its effeatsay beessentially shared among several communities. Proximity can also be

dza SR (2 KSfL)I RAAdGAy3Adzhi aK RS@OSt2LIYSyd AYLI Oda FNRY

Whether positive or negate, it is safe to assuntlat the influence of the new development generally
diminisheswith distanca the further away, the less the effect. Thus, comparing before and after
changes at different distances can help us identify whether changing market conditions seem to be
associated with the location of the new casiho.

To get a better sersof the possible local impacts, we condettin analysis of development impacts

that directly accounts for proximity and distance. Of course, this type of spatial analysis requires
considerably more data on the location of potentially impacted partisst of the data sources used

in the community profiles are only available at the community or county tethals precluding a more
fine-grained spatial analysis. However, the DOR database that we use to track real estate trends
includes information abouwpecific property sales, including street addresses and parcel ID numbers for
each sale.

With the aid of Geographic Information System (GIS) software and considerable effort, we identified the
recent property sales in all Massachusetts communities wiltirmiles (straightline) distance of the
proposed casino site. Using a mgii@ge matching process, we were able to locate ovepéi@entof

the listed sales down to the latitude and longitude coordinates of individual pafceten we

measureal the distance of each sold parcel to the proposed casino site, and caldtlsanumber of

sales and median sales price of properties at varied distances from the site.

Figurell shows the location of parcel sales in tBpringfieldregion from 2008 to 2014, distinguished by
major residentialand usetypes(singlefamily, multi-family and condominium) There were ove20,000
residential sales in th8pringfieldregion duing thisperiod, making it difficult to surmise much about

the spatial distribution of property sales solely from this figure. It is clear that condoffautiiy sales

are more prominent in the urban areas 8pringfield Chicopee, Holyoke and Westfiglthile single

family sales are the norm for the remainder of the region. Condominium sales are less common, and are

11



a bit more scattered throughout the region. Sales of other forms of residential properties are
exceedinglyare, and will not be further awsidered in our analysis.

Figurell: The Location of Real Property Sales by Land Use Type, 2008 to 2014
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To get a better sense of the locatiofirecent sales we conduct a hspot analysis to highlight areas
where residential sales are particularly derfs&he density of singteamily home saless provided in
Figurel2"i A similar analysis was conducted for mdtinily homes and condomium salegFigure13
andFigureld). Recent singlamily home sales are heavily concentratedhe outlying neighborhoods
of Springfieldand several other pocketa neighboring communities, where residential development
tends to be particularly denseSpringfield also has several high concentratiohmulti-family homes,
particularly to the southeast andorth of the Casino site. Outside of Springfield, thisrenly a
scattering of areas with concentrated mdiimily home sales in the region. There is a hot spot for
condominium saleadjacentand to the north of the Casino site. Otherwise, condomingates are
fairly scattered throughout the region.
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Figurel2: Areas of Concentrated Singi@mily Home Sale2008 to 2014
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Figurel3: Areas of Concentrated MulEamily Home Sales, 2008 to 2014
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Figurel4: Areas of Concentrated Condamum Sales2008 to 2014
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where recent sales activity is particularly high. yoannotdirectly answer questions of whether the

casino had an impact on local markets and how far these impacts extend from the development site.

For that, we monitor sales trends at different distances from the casino site: twdeniles,two to

five miles,five to sevenmiles andsevento ten miles. The apparent impacts of the casino can be

identified by measuring changes in the historic trends before and after the construction of the casino.

We expect the biggest impacts will be felt closer to site.

Past trends in singlamily sales volume seems to have little relation to distance from the casino site.
At distances undesevenmiles, sales follows a roughly consistent pattern of an initial drop followed by
an eventual increase e numberof sales over timeRigurel5andError! Reference source not

found.). Sales further from the site recovered a bit earlier and more steadily after a low point in 2010.
This consistency bodes well for identifyingpacts as possible breaks in what otherwiseeg to be a
predictable trend in the absence of a casino or other major area development.

14



Figurel5: Singlefamily Home Sales by Distance to Casino, Change from 2008

140%
120%
110%

100% 95%
94%

280% __-__—____..-_____

60%

80%

Change Since 2008

40%
20%

0%
2008 2009 2010 2011 2012 2013 2014

less than 2 miles 2to5 miles  ====5t0 7 miles  e=7to 10 miles
SourceMA Department of Revenue, Division of Local Sexidd8 Real Estate Sales
Trends in multfamily homesare a bit more erratic. This is because sales of these types of properties
are both less common and relatively concentrated in fewer areas scattered about the study region.
Regardless, all seem to benverging toward a preecessionary level of annual sal€gurel6). Annual

condominium sales are more erratic stiidurel?7), but the patterns appear generally unagtd to
distance from the Casino site.

Figurel6: Multi-family Home Sales by Distance to Casino, Change from 2008
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Figurel?7: Condominium Sales by Distance to Casino, Change from 2008
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Table2: Summary, DistaneBased Analysis of Sales Volume

Percent Total

Distance from Change  Change
Casino 2008 2009 2010 2011 2012 2013 2014 2008-20142008-201/
Single Family Homes
less than 2 miles 95 83 61 73 61 64 89 -6% (6)
2 to 5 miles 1,132 1,115 894 853 895 1,076 1,076 -5% (56)
5to 7 miles 533 472 369 410 390 435 427 -20% (106
7 to 10 miles 545 541 429 510 572 588 599 10% 54

Multi-Family Homes

less than 2 miles 67 63 59 56 48 56 60 -10% )
2 to 5 miles 103 90 67 64 44 61 84 -18% (19
5to 7 miles 51 25 35 34 24 32 42 -18% 9)
7 to 10 miles 57 41 51 48 63 58 55 -4% (2)

Condominiums

less than 2 miles 69 41 61 61 52 43 58 -16% (11)
2to 5miles 192 156 110 77 96 107 111 -42% (81)
5to 7 miles 76 88 82 65 58 73 81 7% 5
7 to 10 miles 183 159 148 146 160 189 160 -13% (23)

SourceMA Department of Revenue, Division of Local Service3,Real Estate Sales
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In addition to measuring localized changes in the volume of sales, our spatial analysis allows us to
document changes in the price of recent home sales at a variety of spatiad.9éadestart by identifying
hot spots where the median sale price of homes is exceptionally Righrel18).* This type of
information is not only useful for documenting possible impacts of the casino, but also in identifying
areas potentially at risk of gentrification.

Consistent with the findings at the municipal scale, the largest concentratidniglopriced single

family homes are in Longmeadow, East Longmeadow, Hampden, Wilbraham and a scattering of other
locations in the regiofFigurel8). Some of these areas also tend to have more expensive-famiily

units and condominiumd~{gurel9and

Figure 20). However, because muitamily and condominium sales are concentrated in particular

areas, there is less potential spatial variation in sale pritélwe see a general pattemnith Springfield

and much of the area immediately surrounding the propostglasd O2 f R aLlR G &é F2NJ al £ S
consistent with earlier findings that these communities tend to be more affordable areas for buying a

home orcondominium

Figurel8: Spatial Variations in the Sale Price of Sifiieily Homes2008 to 2014

-

l
Legend

—
H

[ Municipal Boundaries
* Casingo Site

Single Family Sale Price
_— High

= e ow

LUDLOW

; {
— i 55
" /R
lﬁ‘“‘.m‘_‘__ 74 {
—

A e
} i /f-.

j y o !
| AGAWAM o e - ’
SOUTHWICK  / /" EAST LONGMEADDW!HAMPDEN
' f [ONGBABOMY i . | 1
] F— — 7 ] B T

e H P m R S

1
-
I

]
|

]

i

15

SourceMA Department of Revenue, Division of Local ServicesReal Estate Sales
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Figurel9: Spatial Variations in the Sale Price of Mfdthily Homes, 2008 to 2014
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Figure20: Spatial Variations in the Sale Price of Condominiums, 2008 to 2014
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