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Don Werner, on the farm he
sold to developers and bought
back at a steep discount

FARMERS TAKE BACK THE LAND

Real estate bust turns the tables; they
from beleaguered banks at pennies on do]ldr

BY STEVE DANIELS

than anyone else. Sometimes things

just work out,”

See FARMERS on Page 9
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Small potatoes

Mark Kirk's discount
property tax bill
isn't an issue for
everyone.
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Factories
start to
hire again

Illinois manufacturers add 1,000
jobs in Jan.; first gain since 2008
BY JOHN PLETZ

Manufacturers are hiring for the first time in
two vears, another sign the economy is slowly
grinding forward.

Companies large and small that have sur-
vived the downturn—Ifrom Caterpillar Inc. to
Peerless Industries Inc.—are beginning to call
back laid-off workers or hire new ones. Illinois
manufacturers added 1,000 jobs in January,
according to state data, the first month-over-
month growth since 2008, even as overall un-
employment in the state continued rising, to
11.3% from 11.0%.

“Manufacturing in Illinois is turning the
corner,” says Mitch Daniels, an economist at
the Department of Employment Security.

The addition of 1,000 jobs brings total man-
ufacturing employment in the state to
555,100. But the gain doesn’t begin to make
up for the 115,800 jobs lost in the sector dur-
ing the previous two years. With a 17% drop
mn employment since the recession started in
December 2007, manufacturing was the sec-

See FACTORY on Page 8

Sears to bring Web shoppmg home

D ONLINE OVERTURE

Sears Holdings hopes a localized approach and speedy
delivery will draw more customers to its Web site.

New site for Cth&gO items available on the national pany’s 3,500 UNIQUE VISITORS
other_ cities to offer Markegplaw site, the n_c.w \’t‘.l"- _ storLs‘In ]’mu— For February 2010

: sions will offer goods from mer- | arv, Sears be- N

same—day delwery chants in those areas. gan  offering
! s = Hpple

s—— Even more ambitious is the goods from
BY MONEE FIELDS-WHITE promise to drop off merchandise other retailers Wal-Mart
at customers’ homes the same _ alongside  its Target
Sears Holdings Corp. is giving ~ day an order is placed. No other  Edward Lampert ©wn on the Intuit
its Web site a local flavor with  major online retailer offers such Marketplace BestBuy

souped-up home delivery.
Crain’s has learned that the
Hoffman Estates-based retailer
is creating localized versions of
its Marketplace Web site for
large metropolitan areas, start-
ing with Chicago, New York,
Washington, D.C., and Boston.
In addition to the 10 million

rapid delivery. “That can really
be a game-changer for Sears,”
says Neil Stern, a partner at
Chicago  retail  consultancy
McMillan Doolittle LLP,

It’s the latest move in Chair-
man Edward Lampert’s cam-
paign to revive Sears by empha-
sizing online sales over the com-

site. Last spring, it enhanced the
online operation with mygofer, a
service that allows customers to
pick up goods ordered online at
a store in Joliet.

The localized Web site and ex-
panded delivery options set

Google product search

Yahoo Shopping
Netflix

Shapzilla [

Sears

Source; ComScore nc.

See SEARS on Page &
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SEEN & NOTED

When granite’s
out of style,
they'll be ready

Granite counters and floors of
2%-inch oak planks have ruled
housing style for years. But high-
end home buyers are starting to
branch out.

At Mr. Floor Cos. in Skokie,
co-owner Igor Murokh has no-
ticed rising demand for wood
planks as wide as 10 inches.
“You need wider planks for
floors in the big great rooms that
people are putting in their hous-
es today,” he says.

A decade ago, 90% of Mr,
Murokh’s sales were in oak and
other materials native to the
United States. Now more than
half his business involves import-
ed woods. Jatoba from Brazil,
prized for its natural mahogany
colors, is newly popular. So is
bamboo in minutely woven
strands.

“Clients who are envircnmen-
tally conscious like bamboo for
its green qualities,” Mr. Murokh
says. “Bamboo is harvested after
just seven to nine years of growth,
while an oak tree can take 40
years or more.”

Stephen Knutson, an Evanston
architect and interior restorer,
works with soapstone for coun-
tertops and German silver for
sinks and countertops, at five
times the price of stainless steel.

“My clients want the unusu-
al,” he says. “They want what
their neighbors don’t have.”

Sally McQueen, 37, who is re-
modeling her family’s kitchen in
Wilmette, opted for a counter
top of marble, which is suscepti-
ble to stains. But Ms. McQueen
decided on a sturdy sealant to
protect it after also considering
limestone, tinted concrete and
reclaimed hardwoods.

“Kitchens are all designed
around trends, and for a while
now granite has been the trend,”
she says. “But I think it will look
dated in a few years when people
move on to something else. Mar-
ble, to me, is classic and time-
less.”

H. Lee Murphy

RESIDENTIAL REAL ESTATE

Some see glimmers of activity, even amid glut
of $1M houses; ‘coming out of this dark period’

BY H. LEE MURPHY

Look past the bankruptcies,
foreclosures and empty subdivi-
sions around Chicago and
vouwll see a faint stirring of ac-
tivity in high-end home sales.
Buyers are returning to open
houses, in some cases to tour
homes that were custom built
for buyers who ultimately
backed out of their deals. Oth-
ers are back in the market for
their own custom homes:
Builders are fielding more
phone calls and even laying
plans for some speculative proj-

ects here and there.

It’s too early to predict a bona-
tide recovery in the high-end
market. There is still a big inven-
tory of unsold houses priced
above $1 million to work
through. But luxury home-
builders believe the worst of the
severe downturn is over, Many
expect to be hunting for empty
lots where they can sink new
foundations in coming months.

“Houses around here have
started selling again. We're
coming out of this dark period
we've been in,” says Patrick
Richter, 58, owner of Richter

Noelle Walsh and her

husband, Daniel, had to
find a new builder fgr
their Glenview home
after the first ran into
financial troubles. But
they were determined

Builders LLC in Libertyville. He
founded the firm in 1978—by
his calculation, five recessions
ago. At one time in the 1990s,
Mr. Richter was building in a
dozen local subdivisions simul-
taneously. A vear ago, he didn’t
have a single new client in sight.

“The phone had stopped
ringing,” he says.

Now he has nine active
clients and is so encouraged
that he’s breaking ground be-
fore summer on his first spec
house—with no contract buy-
er—in nearly three years. It will
be spread over 4,400 square
feet and carry a price of nearly
$1.5 million. “By the time it’s

See HOMES on Page 28

to complete the
$3.3-million house.

High-end hope
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High-end buyers, builders see some buds of hope in market

HOMES from Page 25

finished, I’'m confident there will
be a buyer,” he says.

Mike Avis, a Lake Bluff home-
builder, sold his last new house in
Highland Park two years ago for
$2.6 million. The phones went
silent all last year, but now he’s
working on plans for homes for
three clients.

“The banks are putting them
through the ringer and the loans
aren’t all finalized yet, but this is
the most hopeful ve been in a
long while,” says Mr. Avis, 45.

High-end buyers are showing
some resiliency, too.

Daniel and Noelle Walsh hired
CBI Custom Homes Inc. of Lake
Bluff to begin work on a show-
place two years ago in Glenview
that was a little more than half
complete last summer when CBI
abandoned the project.

The Walshes—Daniel, 33, trades
eurodollar options in Chicago and
Noelle, 31, is a software analyst for
law firms—say they lost some
$200,000 on the project. No mat-
ter. They hired a replacement
builder, Orren Pickell Designers &
Builders LLC of Lake Bluff, and
doubled the size of their planned
house to nearly 9,500 square feet
from 4,500, with a billiards room,
gym, library and music room, as
well as a kitchen with two big cen-
ter islands and dual Miele dish-

washers. The cost had ballooned
to $3.3 million by the time the
family, with two children, a nanny
and a personal chef, took up resi-
dence in February.

“The economy got worse, and
we started watching the numbers
very closely,” Ms. Walsh says.
“But no matter what, we were
committed to getting this done.”

CBI’'s owners could not be
reached for comment.

Many builders have gone out
of business in the downturn. The
Home Builders Assn. of Chicago
had 1,600 members five years
ago. Today, membership has
shrunk 75% to just 400 firms, ac-
cording to Director Rita Unzner.
She headed a staft of two dozen
just three years ago. “Today I'm
the only one left,” she says.

BIG DISCOUNTS

The casualties include names
like Abdul Alwan, owner of Al-
wan Builders Inc. in Glenview,
who specialized in houses priced
between $2 million and $5 mil-
lion with features such as extra-
thick foundations with double
steel reinforcement and delicately
curved plaster ceilings. He once
built two homes a year, but Mr.
Alwan, 70, hasn’t started a proj-
ect since 2008. “I'd love to get
back building again,” he says.

One big impediment is the pool
of luxury houses still for sale.

Christopher Huecksteadt, direc-
tor of Houston-based market re-
searcher Metrostudy, estimates
there are 386 new homes priced
above $800,000 for sale around
Chicago. Only 322 new homes
priced above $800,000 sold all of
last year. “We've got over a
year’s supply of luxury homes
available already,” he says. “So
why build more this year?”
Discounts are driving cus-
tomers back to the market, devel-
opers say, raising expectations
for this year. Daniel Callaghan, a
Burr Ridge-based developer, re-
duced prices on lots in a §5-acre
Oak Brook subdivision called
Brittwood Creek in February to
$700,000 from §$1.25 million,
“When T lowered the prices, | had
a spike in interest from buayers,”
says Mr. Callaghan, 53. “I had
talked to just six people interest-
ed in lots in the entire past year.
Then when I lowered prices, six
people showed up on the very
first day to look at land. Another
dozen showed up after that. At
least half of them are serious.”
Some luxury builders are mov-
ing downmarket in search of a
broader audience. C. A, Develop-
ment Inc. once specialized in
homes priced above $800,000 on
rezoned industrial sites around
Chicago. But its volume plum-
meted from 90 homes sold in
2005 to just eight last year. So

the firm recently introduced its
new Smart Choice home model, a
2,500-square-feet house priced as
low as 460,000, far smaller than
its old models of 3,600 to 5,000
square feet.

“We have had to be sensitive to
the market,” says Paul Bertsche,
57, a co-owner of Chicago-based
C. A. Development. “What we've
found is at these prices, we're get-
ting busy again.”

SMALLER PLANS

Other luxury builders are get-
ting busy again, too, without sacri-
ficing s much. John Hall Homes
Inc. in west suburban St. Charles
built and sold six homes in 2008,
down from a peak of 11 in 2006,
then had no activity at all last year.
Co-owner John Hall Jr. briefly
considered closing his doors. But
orders for new construction are
flowing again. He expects to finish
seven homes this vear.

But Mr. Hall, 39, has noticed
restraint in home buyers’ plans.

“Those who wanted 6,000
square feet and four-car garages
three years ago now are willing to
settle for 4,000 square feet and a
three-car  garage,” he says.
“They’re downsizing onto small-
er lots with smaller houses,
though they still want upgraded
details like theaters and bars and
granite counter tops. “They want
$1-million-house amenities, but

b SLOW SALES

New-home sales overall fell 80% from
2005 to 2009, while sales at the more
insulated high end dropped 53% in the
same period in 15 Chicago-area counties.

NEW HOME SALES

Number of new construction sales of single-
family homes and townhouses.

2009 FE
2008 B
2007 ¢
2006 §
2005

HIGH-END HOME SALES
Humber of closings on new hauses priced at
$800,000 or higher.

2009
2008
2007 |
2006
2005

Source: Metrostudy

they would like to pay less than
that today,” he adds. “We’re cut-
ting our costs and our profits and
trying to give them what they
want, That’s the only way to stay
in business today.”
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